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Get  more  productivity.  Get  HP  wireless  notebooks.    . 
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We  were  the  first  to  eliminate  the  need  for  referrals  and  to  not  require  doctors  to  get  permission  to  treat  patients.  And  our 
innovation  continues  with  iPlan?  a  consumer-driven  health  solution  designed  to  curb  rising  health  care 
costs.  With  features  like  Treatment  Cost  Estimator,  iPlan  gives  employees  the  tools  to  make  smarter, 
more  responsible  health  care  choices.  For  more  information,  visit  myiplan.com. 
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First  sight. 

The  QX56.  Infiniti's  full-size  SUV.  Arriving  March  2004.  Contemporary  style  has 
never  been  this  spacious.  Then  again,  spaciousness  has  never  been  this  contemporary 
and  stylish.  To  surround  yourself  with  more  reasons  to  love  the  QX56,  visit  lnfiniti.com. 
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The  silicon  business 
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A  Hard  Way  to  Make  a  Buck 

is  booming.  So  how  is  it  that  it  could  be  a  bad  place  to  put  your 
money?  On  page  196,  Deborah  Orr  throws  cold  water  on  most  of 
the  available  shares,  making  grudging  exceptions  for  those  of  Intel 
and  a  few  others. 

The  boom,  you  see,  is  in  unit  volume,  depicted  in  the 
upward-sloping  line  in  the  chart.  The  other  side  of  the  coin  is 
prices.  They  are  going  down  almost  as  fast  as  volume  goes  up. 

Gordon  Moore,  author  of  the  insight  that  transistors 
multiply  exponen- 
tially, used  to  be 
fond  of  comparing 
the  number  made 
every  year  to  the 
world's  ant  popu- 
lation. Now  the 
ants  are  badly 
outnumbered.  At 
the  moment  the 
number  of  transis- 
tors being  made 
just  about  equals 
the  number  of 
characters  being  printed  on  all  of  the  world's  printing  devices.  In 
no  time  the  printers  will  be  left  in  the  dust. 

As  for  prices:  It  used  to  be  that  transistors  cost  a  buck  each. 
But  now  the  cheapest  of  them,  the  ones  going  into  memory,  cost 
2  microcents.  A  character  in  this  magazine,  even  a  particularly 
wordy  issue  of  it,  will  cost  you  more  than  that. 

Commodity  pricing?  Scarcely.  Over  the  past  three  and  a 
half  decades  a  kernel  of  wheat  or  a  grain  of  sand  would  have 
held  its  value,  and  then  some,  in  dollar  terms.  The  vendors  of 
transistors  can  only  dream  of  such  pricing  power.  Imagine  that 
Micron  Technology  could  keep  its  costs  of  doing  business  and 
its  output  the  same,  but  raise  prices  to  the  old  one-buck  level. 
Then  slap  on  a  reasonable  price/earnings  multiple.  The  firm's 
market  capitalization  would  be,  not  the  $7.5  billion  Wall  Street 
accords  it — a  pittance! — but  something  more  like  a  quintillion 
dollars.  This  is  a  lot  of  change.  It  easily  tops  the  fair  market 
value  of  the  solar  system. 

The  glaring  fact  here  is  that  very  little  of  technology's  cornu- 
copia goes  to  producers.  Value  a  transistor  at  a  constant  1968 
rate  and  you  can  describe  someone  with  a  camera  in  his  pocket 
as  a  billionaire.  Even  measuring  technology-driven  deflation  in  a 
more  restrained  fashion,  as  the  experts  do  in  calculating  the 
Consumer  Price  Index,  leads  to  the  conclusion  that  most  of  the 
benefit  from  scientific  progress  is  given  away  to  consumers.  In 
short,  it  is  perfectly  rational  to  be  a  bull  on  technology  and  a 
bear  on  Nasdaq. 
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A  ROLEX  WILL  NEVER 

CHANGE  THE  WORLD. 

WE   LEAVE  THAT  TO  THE   PEOPLE  WHO  WEAR  THEM. 

There  are  people  who  believe  that  the  world  moves  forward  on  the  back  of  inspiration  and 
ideas.  For  them,  a  day  is  more  than  24  hours.  A  day  is  an  opportunity  to  make  something 
happen  to  make  a  positive  difference.  They  are  the  people  who  believe  that  making  a  contribution 
matters.  And  they  find  it  impossible  to  go  about  their  lives  any  other  way.  These  are  the  same 
people  you'll  often  find  wearing  a  Rolex.  Not  because  they  have  to.  Because  its  who  they  are. 


ROLEX 


"UAL  DAY.D-XU"     •    WWW    KOLCX  CON" 


Wants  to  spend  retirement 
on  the  back  nine. 
Retirement  planning  needs 
to  be  on  the  front  burner. 
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ow  do  you  plan  to  spend  your  retirement? 

rt  classes,  more  time  with  family,  strolling  down  the  fairways? 

t  American  Express  Financial  Advisors,  we  want  to  make  sure  you 

ave  more  than  time  to  spend. 

•pen  a  Free-for-Life  IRA  now.  Call  1-866-IRA-ADVICE 
r  visit  americanexpress.com/ira 

ccording  to  a  recent  study,*  over  60%  of  all  households  will  not  be  able 
i  replace  most  of  their  current  income  when  retirement  rolls  around. 
nth  more  CERTIFIED  FINANCIAL  PLANNER" professionals  than  any 
>mpany,  our  financial  advisors  can  provide  the  right  combination  of 
Ivice,  insight  and  solutions,  like  our  Free-for-Life  IRA.  It's  a  great  way 
i  consolidate  retirement  funds,  plus  it  takes  into  account  the  need  to 
ljust  as  events  evolve.  We  also  offer  a  broad  array  of  mutual  funds, 
isurance  and  annuities,  and  estate  planning  strategies,  which  can  help 
)ur  retirement  economy  become  what  you  want  it  to  be. 

lanaging  the  economy  that  means  most:  yours; 
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Treading  Water? 

In  "Sell  Cheap  or  Die"  (Dec.  22,  p.  66) 
FORBES  absurdly  compared  our  city's  ef- 
forts to  acquire  the  local  water  company 
to  organized  crime.  More  than  85%  of 
all  U.S.  municipalities  own  their  own 
water  company.  In  a  public  referendum 
77%  of  our  citizens  voted  that  the  city 
should  acquire  Pennichuck  Water 
Works.  This  action  was  necessary  due  to 
PWW's  agreement  to  sell  its  assets  to  the 
nation's  largest  water  company.  Merger 
negotiations  weren't  "abruptly  called 
off  but  ended  when  PWW  refused  to 
disclose  what  they  felt  their  company  was 
worth.  Our  $121  million  offer  was  based 
on  what  Philadelphia  Suburban  Water 
Co.  had  agreed  to  pay,  plus  $  1 5  million 
for  tax  consequences.  Furthermore,  the 
outcome  won't  be  decided  in  the  courts 
but  by  New  Hampshire's  Public  Utilities 
Commission. 

BERNARD  A.  STREETER 

Mayor 

Nashua,  N.H. 

A  Landmark  Moment 

"Cult  of  Personality"  (Oct.  13,  p.  88) 
compared  Landmark  Forum  with  the 
organization  called  Executive  Success. 
The  author  never  attended  the  Land- 
mark Forum,  and  his  comparisons 
were  misleading.  In  point  of  fact, 
Landmark  Education  is  an  employee- 
owned  company  that  delivers  educa- 
tion programs  in  over  23  countries 
worldwide. 

HARRY  ROSENBERG 

Chief  Executive,  Landmark  Education 

San  Francisco,  Calif. 


Thou  Shalt  Not  Sell  Ugly  Shoes? 

Regarding  "Holy  Influence"  (Dec.  8, 
*p.  90),  I  find  it  interesting  that  Art  Ally 
(left)  has  no  issue  with  Wal-Mart's 
discrimination  against  female  em- 
ployees or  its  hiring  of  illegals.  There 
are  other  "sins"  far  more  serious  than 
reading  magazines  featuring  scantily 
clad  women. 

KARL  LIETZENMAYER 
Covington,  Ky. 

Bork  Roast 

I  am  shocked  that  FORBES  would  print 
such  drivel  as  Robert  H.  Bork's  antigay 
tirade  "Judicial  Tyranny"  (Dec.  22y 
p.  52).  His  comments  on  homosexual 
promiscuity  and  suicide  rates  and  com- 
parisons to  polygamy  were  offensive 
and  misinformed.  Gays  simply  want 
the  same  rights  afforded  to  heterosex- 
ual couples  that  marry.  Fear  of  gay 
marriage  is  ludicrous.  How  does  the 
marriage  of  two  men  affect  the  51%  ol 
heterosexual  marriages  that  end  in 
divorce?  If  heterosexuals  worried  more 
about  loving  their  spouses  and  less 
about  barring  gays  from  sharing  equal 
rights  under  the  laws  of  our  nation, 
maybe  the  divorce  rate  would  go  down 
significandy. 

KURT  S.  SAUER 
Allentown,  Pa. 

The  Big  Fix 

In  "Silicon  Valley's  Future"  (Digital 
Rules,  Dec.  22,  p.  47)  Rich  Karlgaard 
incorrecdy  stated  that  Bill  Hewlett  and 
David  Packard  built  an  oscilloscope  for 
Walt  Disney.  In  fact,  they  built  an  audio 
oscillator.  In  "One  Man's  Junk" 
(Dec.  22,  p.  118)  we  said  that  the  Hugo 
Neu  Corp.  expects  a  70%  gain  in  net 
income  this  year  on  a  40%  gain  in  rev- 
enue. These  figures  refer  to  the  com- 
pany's scrap  business  for  fiscal  year 
2003,  which  ended  Aug.  31. 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/letters.  Letters  will  be  edited. 
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Faster  than  Verizon. 
Faster  than  Sprint  PCS. 
Faster  than  Cingular. 
Faster  than  T-Mobile. 
Faster  than  Nextel. 
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For  the  fastest  way  to  open  large  e-mail  attachments  on 
a  national  wireless  network,  switch  to  AT&T  Wireless. 

It's  a  fact.  No  one  offers  a  faster  national  wireless  data  network  than  AT&T  Wireless  with  EDGE 
technology.  No  one.  With  average  speeds  of  100-130  Kbps,  bursts  of  up  to  200  Kbps  and  secure 
wireless  access,  you  can  browse  the  Internet  as  well  as  download  presentations,  documents  and 
spreadsheets  nearly  twice  as  fast  as  with  any  other  national  wireless  data  network.  We  work 
with  leading  IT  companies  to  help  you  get'more  out  of  the  technology  you  use  every  day,  across 
the  U.S.  High-speed  national  wireless  data  is  here.  And  no  one  is  faster  at  it  than  AT&T  Wireless. 
Call  1  888-DATA-288  or  go  to  attwireless.com/speed 


<%! 


Access  the  fastest  national 
wireless  data  network  with 
an  easy-to-use  PC  card. 


Open  e-mail  attachments  at 
average  speeds  of  100-130  Kbps 
and  bursts  of  up  to  200  Kbps. 


Download  large  documents, 
presentations  and  reports 
in  just  seconds. 


Faster  data  speeds  from  more 
places  in  the  U.S.  than  with 
any  other  wireless  carrier. 


reach  out 

on  the  wireless  service  America  trusts'" 


AT&T  Wireless 


K)3  AT&T  Wireless.  All  Rjghts  Reserved.  Requires  credit  approval,  qualified  minimum  one-year  agreement    i  ible  EDGE  PC  modem  card  Actual  download  speeds  depend  on  coverage,  network  availability  and  traffic. 

ce.  applications,  tasks,  file  size  and  other  factors  Comparison  based  on  published  speed  claims  of  national  mobile  /vireless  data  networks.  Not  available  for  purchase  or  use  in  all  areas.  Coverage  is  sublet  to  transmission  limitations  and  terrain, 
sm.  capacity  and  other  limitations.  Secure  wireless  access  refers  to  the  authentication  and  encryption  features  ava  ible  on  the  AT&T  Wireless  network  Additional  restrictions  apply.  Service  is  sublet  to  Terms  and  Condrtions/Service  Agreement 
rate  plan  materials.  All  marks  used  herein  are  marks  of  their  respective  owners 


The  ultra-small,  full-featured  notebook  you  don't  have  to  make  room  for. 

More  lap  and  tray  table  room.  A  wide-screen  display  with  Dolby  stereo.  Enough  battery  life  for  a  full-length  double  feature. 
With  its  ultra-small  size  and  ultra-big  multimedia  capabilities,  the  award-winning  Fujitsu  LifeBook®  P5000  notebook  will  make  any 
^^^  trip  feel   like  an   upgrade.   A  "micro"  revolution   in   mobile   computing,  the   LifeBook  P5000 

!    RffiiWtefek.  notebook  features  Intel'  Centnno"'  mobile  technology,  a  modular  bay,  and  extended  battery  life  in 

^jjjj  P:-t»  an  8"  x  10"  chassis  you  have  to  see  to  believe.  Watch  DVDs,  burn  CDs,  or  drive  powerful  mobile 

applications — without  having  to  lug  around  an  extra  carry  on.To  see  what  your  new  travel  com- 
panion can  really  do,  call  1.877.372.3473  or  visit  www.computers.us.fujitsu.com/firstclass. 
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THE     POSSIBILITIES     ARE     INFINITE 

Fujitsu  logo  and  LifeBook  are  registered  trademarks  of  Fujitsu  limited  Intel,  Intel  Centnno,  and  the  Intel  Centnno  logo  are  trademarks 
ndemirta  of  ll  rfcs  subsidiaries  in  the  United  States  and  other  countries.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation. 
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FACT  AND  COMMENT 

i 
By  Steve  Forbes,  editor-in-chief 

"With  all  thy  getting  get  understanding" 
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At  Last,  Good  Times 


THE  ECONOMY  HAS  DEVELOPED  AN  IMPRESSIVE  HEAD  OP 
steam.  Real  growth  in  2004  will  be  close  to  5%,  a  sharp  contrast 
to  that  of  the  past  three  years.  The  fundamentals  are  there  for  a 
great  advance:  extraordinary  productivity;  surging  capital 
spending,  including  new  investment  in  information  technol- 
ogy; low  inventories;  job  creation;  and  rising  personal  incomes. 
The  tax  rate  cuts  on  capital  gains,  dividends  and  personal 


incomes  passed  in  May  last  year  are  now  providing  a  powerful 
stimulus.  The  Fed  is  stoking — nay,  overstoking  (see  below) — the 
monetary  fires. 

Of  course,  some  hideous  terrorist  attack  here  or  some  stun- 
ning international  blowup  on  the  Korean  Peninsula  or  elsewhere 
would  quickly  dampen  this  optimism.  Barring  such  a  disaster, 
however,  we're  in  for  some  giddy  growth. 


Alas,  a  Serpent  Lurks  in  this  Garden  of  Growth 


$1  30  trit 


MOM  OBSERVERS  PLAY  DOWN  THE  POSSIBILITY  OF  RESURGENT 
inflation:  There  is  still  plenty  of  unused  capacity  in  the  economy; 
productivity  is  remarkably  high;  labor  costs  remain  reasonable;  and 
price-pressuring  competition  from  India  and  China  is  intensifying. 

The  fundamentals  these  experts  cite  are  valid,  but  inflation  is 
a  monetary  phenomenon,  period.  They  are  making  a  crucial 
mistake  in  confusing  price  changes  resulting  from  fluctuations 
in  supply-and-demand  and  productivity  with  price  changes  that 
come  about  from  a  debasing  of  the  currency.  If  a  central  bank 
creates  too  much  credit,  the  nominal 
cost  of  money  eventually  rises  and 
investment  patterns  are  skewed.  The 
1970s  painfully  demonstrated  that  you 
can  simultaneously  have  rising  prices 
and  economic  stagnation.  Inflation  puts 
a  premium  on  hard  as  well  as  existing 
assets.  It  is  the  enemy  of  innovation: 
Startup  companies  and  inventions  were 
starved  of  development  capital  during 
the  1970s. 

Make  no  mistake;  the  Federal  Reserve 
is  inflating.  Think  of  the  economy  as  an 
automobile  engine.  Our  central  bank 
has  lurched  from  stalling  the  engine  by 
supplying  insufficient  fuel — as  it  did  from  1997  to  2001 — to 
flooding  it  with  excessive  fuel.  Politically,  the  repercussions 
won't  be  felt  until  after  this  year's  elections,  as  the  full  impact  of 
a  monetary  mistake  isn't  experienced  for  12  to  18  months. 

However,  the  telltale  signs  of  excess  are  already  present.  The 
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Money  supply  measure  Ml— primarily  currency 
and  checkable  deposits— slumped  in  the  late 
1990s,  presaging  an  economic  slump.  Now  Ml 
has  zoomed  upward,  forecasting  future  inflation. 


amount  of  money  the  Fed  directly  creates  through  the  buying  of 
bonds  in  the  open  market — the  measure  called  Ml — has  bal- 
looned (see  chart).  Commodity  prices  have  soared.  The  price  of 
oil,  for  instance,  is  running  above  $30  a  barrel,  and  OPEC  is 
beginning  to  make  noises  about  manipulating  prices,  a  la  the 
1970s.  The  best  barometer  of  monetary  disturbance  is  gold.  Its 
average  price  in  the  last  decade  was  about  $330  an  ounce.  Now 
it's  more  than  $400  an  ounce.  The  longer  the  price  remains  that 
high,  the  more  trouble  we'll  have  down  the  road.  The  optimum 
price  is  around  $350  to  $360  an  ounce. 
Another  sign  of  trouble  is  the  current 
large  gap  between  short-term  and  long- 
term  interest  rates.  What  about  measures 
of  inflation,  such  as  the  Consumer  Price 
Index,  that  are  negative?  These  indexes 
are  lagging  indicators.  They  tell  us  the 
past;  they  don't  forecast  the  future. 

The  Fed  can  easily  correct  its  over- 
shoot. Sure,  short-term  interest  rates  will 
go  up,  but  the  markets  will  heave  a  sigh 
of  relief  if  we  signal  that  we're  not  going 
to  let  the  situation  get  out  of  hand. 
Long-term  rates  will  remain  steady,  or 
may  even  come  down  a  tad. 
What  will  get  Greenspan  &  Co.  to  act?  Sooner  rather  than 
later  the  foreign-exchange  markets  will  put  our  government  to 
the  test  by  launching  a  full-scale  attack  on  the  greenback.  The 
Federal  Reserve  is  dreaming  if  it  thinks  it  can  hold  off  remedial 
action  for  its  inflationary  miscalculation  until  after  November. 


Federal  Reserve. 
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Death  of  a  Giant 


ROBERT  BARTLEY,  FORMER  EDITOR  OF  THE  WALL  STREET  JOURNAL, 
who  died  from  cancer  last  month  at  age  66,  was  one  of  the  most 
influential  journalists  in  American  history.  Few  other  individuals  in 
any  walk  of  life  have  had  the  impact  on  their  times  that  this  man  had. 
Bob  achieved  his  clout  not  through  some  sensational  Water- 


gate-like expose — although  he  could  and  did  relentlessly  pursue 
wrongdoing  in  high  places — but  by  skillfully,  persistently  and  suc- 
cessfully propagating  the  principles  of  liberty  on  the  JoumaFs  edi- 
torial pages.  Most  pundits,  pontificators  and  opinion-writers  take 
their  cues  from  current  events.  Bartley,  on  the  other  hand,  treated 
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editorials  as  news.  He  wouldn't  merely  comment  on  events. 
Instead,  he  and  what  became  a  formidable  band  of  associates 
would  dig  into  an  issue  in  depth.  The  resulting  edi- 
torials went  beyond  the  usual  fer-it-or-agin-it 
framework  and  gave  readers  insights  and  informa- 
tion they  probably  hadn't  imagined  before.  Bartley 
also  vigorously  sought  out  sources  and  contribu- 
tors beyond  the  usual  Beltway  suspects.  Outside 
pieces  on  the  Journals  editorial  page  were  interest- 
ing and  discerning,  often  touching  on  novel  issues. 
More  than  anyone  else,  Bartley  laid  the  intel- 
lectual foundation  for  Ronald  Reagan's  ground- 
breaking tax  cuts.  He  led  the  charge  in  making  us 
cognizant  of  the  need  to  strengthen  our  national  security  after  our 
defense  capabilities  had  been  run  down  following  the  Vietnam 
War.  He  was  in  the  forefront  of  the  debates  on  school  choice,  term 
limits,  private  accounts  for  social  security,  medical  savings  accounts 


and  numerous  other  issues.  He  fought  the  culture  wars  with  a 
sophistication  that  made  him  an  indomitable  combatant.  He  Was 
relentiess  in  exposing  the  continuing  politicization 
of  the  confirmation  process  for  federal  judges. 

Bartley  was  fresh  and  provocative  not  only 
because  of  his  bedrock  belief  in  freedom  but  also 
bec'ause  of  his  insatiable  curiosity  and  willing- 
ness to  grapple  honestly  and  deeply  with  issues 
and  problems.  The  controversy  over  embryo 
stem  cell  research  was  one  notable  example. 
Bartley's  approach  made  the  editorial  section 
the  paper's  most  powerful  asset. 

"Courageous"  is  an  overused  adjective  jour- 
nalists routinely  employ  to  describe  one  another.  But  in  Bob 
Bartley's  case,  it  is  appropriate.  He  never  allowed  current  fashion 
or  conventional  wisdom  to  deter  him  from  his  pursuit  of  truth. 
And  thanks  to  that,  America — and  the  world — is  a  better  place. 


Mutually  Assured  Beanballing 


MAJOR  LEAGUE  BASEBALL  SHOULD  GET  RID  OF  THE  AMERICAN 
League's  designated  hitter  (DH)  rule,  which  results  in  substi- 
tutes batting  for  pitchers.  In  the  National  League  hurlers  take 
their  turns  at  the  plate  like  everyone  else. 

Last  year's  notorious  brawl  between 
the  New  York  Yankees  and  the  Boston 
Red  Sox  would  never  have  happened 
had  this  silly  rule  not  been  in  place.  For 
as  long  as  baseball  has  been  around, 
pitchers  have  "brushed  back"  or  deliber- 
ately hit  opposing  batters.  But  the  intim- 
idation worked  both  ways — pitchers 
knew  they  would  face  retaliation  as  soon 
as  they  stepped  up  to  the  plate. 

That  kind  of  deterrence/retribution 
has  been  absent  in  the  American  League 
since  the  designated  hitter  rule  was  put  in  place  in  1973.  Thus,  a 
Roger  Clemens  could  throw  sizzling  fast  balls  near  or  at  the  heads  of 
opposing  hitters  with  impunity,  as  could  a  Pedro  Martinez.  If  there 
was  payback,  teammates  took  the  blow,  not  the  pitchers.  In  just 
about  any  other  sport  the  golden  rule  operates:  Foul  your  opponent 


In  last  fall's  famous  Yankee-Red  Sox  dustup, 
pitcher  Pedro  Martinez  hurls  oldster  Yankee 
coach  Don  Zimmer  to  the  ground. 


and  you  yourself  will  sooner  or  later  be  fouled.  This  give-and-take 
doesn't  prevent  rough  stuff,  obviously,  but  it  does  provide  a  rough 
equality.  There's  no  American  League-style  pitcher  immunity. 
Not  having  a  DH  rule  in  the  National 
League  also  adds  a  degree  of  complexity 
to  managing  and  coaching.  For  instance, 
do  you  let  a  pitcher  who  is  hurling  a  good 
game  go  to  bat  when  there  are  men  on 
base  and  two  outs — and  you're  behind 
and  know  he  is  likely  to  make  the  third 
out?  More  is  also  required  of  a  pitcher. 
Some  successful  moundsters,  such  as  Tom 
Glavine,  are  less  likely  to  be  yanked  because 
managers  know  they've  developed  bunting 
or  hitting  skills  and  are  not  a  sure  out.  All 
this  makes  for  a  more  interesting  game. 
The  DH  rule  was  created  to  increase  the  teams'  offensive 
capabilities  and  thus,  presumably,  to  make  the  game  more  excit- 
ing. If  baseball  wants  more  hits  and  runs,  then  it  should  do  what 
it  did  in  1968 — lower  the  height  of  the  mound. 

The  designated  hitter  rule  is  a  perversion  that  must  go. 


Great  Guide  to  Better  Care 


How  to  Survive  Your  Doctor's  Care — by  Pamela  F.  Gallin,  M.D., 
F.A.C.S.  (LifeLine  Press,  $19.95).  Well  written  and  easy  to  read, 
this  is  a  must-read  for  patients.  Dr.  Gallin,  one  of  the 
country's  foremost  pediatric  eye  surgeons,  gives  you 
the  information  you  need  to  ensure  the  best  medical 
care  possible  for  you  and  your  family.  How  do  you 
judge  your  doctor?  She  tells  you  how,  as  well  as.  how 
to  evaluate  your  hospital,  which  is  critical  to  the  qual- 
ity of  care  you  receive.  Second  opinions?  She  tells  you 
when  and  how  to  seek  them  out.  She  also  walks  you 
through  the  world  of  specialists  and  subspecialists, 
including  anesthesiologists,  radiologists  and  pathol- 
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ogists.  The  role  of  nurses  also  receives  careful  explanation  and 
examination.  Dr.  Gallin  emphasizes  the  critical  importance  of  the 
internist,  who  is,  in  effect,  your  ombudsman/quar- 
terback in  the  health  care  world.  She  makes  clear 
how  doctors  diagnose  what's  wrong  with  you  and 
how  you  should  respond  to  what  they  tell  you. 

Dr.  Gallin  fills  her  book  with  anecdotes  that  under- 
score her  commonsense  points  (which  are  frequendy 
overlooked  or  ignored).  By  explaining  this  oft-intimi- 
dating world  of  medicine  in  ways  that  are  easily  under- 
standable  and  readily  applicable  to  our  busy,  everyday 
lives,  Dr.  Gallin  has  pulled  off  a  tour  de  force.       F 


American  Values 


Every  day,  OUr  founder  has  the  Same  It's  a  tradition  around  here.  One  of  the  many  we've 


lunch.  It  isn't  lobster  tail. 


created  in  our  44  years  of  managing  investments. 


It's  a  true  story  At  noon,  he  sits  down  in  the  cafeteria  Over  time  we've  grown,  but  two  things  have  remained 

and  eats  a  peanut  butter  sandwich.  When  he's  done,  he  constant.  His  lunch.  And  our  values.  Your  success  is 

folds  up  his  paper  sack  so  it  can  be  used  again  tomorrow.  still  our  first  priority.  The  proof  is  in  the  peanut  butter. 


Please  call  1-877-44-AMCEN  or  visit  www.americancentury.com  to  obtain  a  prospectus  with  more  complete  infor- 
mation, including  charges,  expenses  ami  minimums.  Be  sure  to  read  it  carefully  before  you  invest  or  send  tnoney. 
American  Century  Investment  Services.  Inc.  ©  2003  American  Century  Services  Corjtoration 


American 
Century, 

Investment  Managers 


I  DON'T  GET  IN  MUCH.' 


The  265-hp  Acura  MDX  with  electronic.  4-wheel  drive.   Take  on  more  than  the  occasional  pothole.  Its  a  breeze  whd 
you've  got  a  city-escaping,  adrenaline-pumping  V  6  VTEC  engine.  As  well  as  the  smooth  response  of  an  electronically  contrail*  k, 


C  2003  Acura  Division  of  American  Honda  Motor  Co..  Inc.  Acura,  MOX.  VTEC  and  Drive-by-Wire  Throttle  System  are  trademarks  of  Honda  Motor  Co.,  Ltd,  Make  an  intelligent  decision.  Fasten  your  seat  belt 


5-by-Wire  Throttle  System.'  Three  rows  of  seating  that  can  accommodate  up  to  seven  city  slickers.  And  side  curtain  airbags 
crre  prepared  for  almost  anything.  The  adventure  begins  at  acura.com  or  call  1-800-To-Acura.     \fy/\±- UMA 


OTHER  COMMENTS 


Freedom  is  not  an  idol,  or  an  end,  but  a  prerequisite  condition 

of  human  worth.  Man  needs  a  margin  to  move^about  in 

and  try  himself  out  and  show  what  he  is  worth  and  attract  grace. 

—CHARLES  PEGUY 


Staying  the  Course  In  the  common  law,  there  is  no 
duty  to  rescue  a  drowning  man.  But  once  one  has  undertaken  a 
rescue,  and  gone  beyond  a  certain  point,  the  law  imposes  a  duty  to 
continue.  America  had  no  duty  to  come  to  the  rescue  of  the  Iraqi 
people.  The  Iraqis  are  not  the  only  suffering  and  oppressed  people 
in  the  world.  But  we  made  our  decision,  and  our  rescue  effort  is 
now  well  beyond  the  point  where  a  duty  to  continue  arises.  In 
part,  this  is  for  practical  reasons.  To  break  off  before  the  Iraqis  have 
acquired  the  habits  of  self-government — and  not  just  a  new  con- 
stitution on  paper — would  create  greater  risks  of  instability  in  the 
region  and  an  even  larger  threat  to  our  national  security.  But  in 
part  it  is  for  moral  reasons,  too.  We  have  assumed  a  responsibility 
for  the  fate  of  the  Iraqis  which  we  are  no  longer  free  to  ignore.  We 
must  meet  it  with  the  steadiness  and  patience  it  requires. 

The  Tightness  or  wrongness  of  the  war  and  of  the  foreign 
policy  that  inspired  it  are  debatable  issues.  They  will,  quite  prop- 
erly, be  at  the  center  of  the  presidential  campaign  that  is  about  to 
begin.  But  let  the  candidates  of  both  parties  agree  that  we  must 
stay  in  Iraq  until  democracy  is  secure,  on  the  ground  and  not 
just  on  paper — whatever  the  costs,  and  however  long  it  takes. 
—ANTHONY  T.  KRONMAN,  dean,  Yale  Law  School, 

Wall  Street  Journal 

No  Small  Matter  In  cities  like  Milwaukee  and  Cleveland, 
where  voucher  programs  are  under  way,  the  leaders  of  the  choice 
movement  are  African-American  women.  Latinos,  in  poll  after  sur- 
vey after  study,  express  strong  support  for  school  choice.  Catch  the 
color  scheme.  It  matters  that  most  of  the  parents  who  cheered  Pres- 
ident Bush  at  [a]  D.C.  charter  school  [last  year]  were  black  It  mat- 
ters that  Mr.  Bush's  allies  on  this  issue  include  Washington  Mayor 
Anthony  Williams,  an  African-American  Democrat  who  was  once 
opposed  to  vouchers.  Just  as  it  matters  that  the  people  who  are  try- 
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'We've  come  here  to  smoke." 


ing  to  hold  these  African-American  and  Latino  students  hostage  in 
mediocre  public  schools  too  often  look  nothing  like  them.  Accord- 
ing to  the  Department  of  Education,  as  recendy  as  2000,  more  than 
84%  of  public  school  teachers  were  white.  At  the  same  time,  four 
out  of  ten  public  school  students  nationwide  were  nonwhite. 

So  basically  what  you  have  is  a  teaching  profession  domi- 
nated by  whites  standing  in  the  way  of  a  reform  movement  that 
provides  schooling  options  to  other  people's  children.  The  effect 
is  to  deny  opportunities  to  African-Americans  and  Latinos. 
Sound  familiar?  School  choice  is  much  more  than  just  another 
political  issue.  It  is  the  new  civil  rights  movement. 

—RUBEN  NAVARRETTE,  Dallas  Morning  News 

Keeping  the  Peace  Happiness  is  having  a  large, 
loving,  caring,  close-knit  family  in  another  city. 

—GEORGE  BURNS 

Well  Said  [The  Wall  Street  Journals]  Robert  Bartley  deserves 
credit  for  revitalizing  the  editorial  form.  "Journalistically,  my  proud- 
est boast  is  that  I've  run  the  only  editorial  page  in  the  country  that 
actually  sells  newspapers,"  he  said  in  2002,  and  he  was  absolutely 
right.  Wherever  editorial  pages  take  a  genuine  stand  on  an  issue  in- 
stead of  pondering  the  complexity  of  the  world  for  600  words  be- 
fore recommending  further  study,  you  have  Bartley  to  thank  Wher- 
ever editorial  pages  report  a  story  or  break  news,  wherever  editorials 
read  as  if  they  were  written  by  a  human  instead  of  an  institutional 
voice,  you  probably  have  Bartley  to  thank,  too.  And  wherever  an  ed- 
itorial page  serves  red  meat  instead  of  tapioca,  no  matter  what  the 
page's  politics,  its  writers  should  pay  royalties  to  the  Bartley  estate. 

—JACK  SHAFER,  Slate 

Weighing  the  Evidence  A  second  opinion  is  not  ques- 
tioning the  honor  and  dignity  of  your  well-intentioned  M.D.  Its  pur- 
pose is  to  reevaluate  the  puzzle  pieces  and  make  sure  they  are  as- 
sembled in  the  correct  way  so  as  to  reach  the  same  diagnosis  or  a 
different  one.  In  many  situations  in  medicine  there  is  no  "right"  an- 
swer, but  you  still  have  to  make  a  judgment.  It's  not  black  and  white, 
but  shades  of  gray.  Physicians  may  see  the  patterns  differently  and  thus 
come  to  different  conclusions.  Why  did  the  Constitution  institute  a 
bench  of  nine  judges  on  the  Supreme  Court?  It's  the  same  thing. 

—PAMELA  F.  GALLIN,  M.D.,  F.A.C.S., 
How  To  Survive  Your  Doctor's  Care 

Will  rOWer  The  toughest  part  of  being  on  a  diet  is  shutting 
up  about  it. 

—GERALD  NACHMAN     F 
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Looking  for  the  alternative  to  higher-priced  stock  brokers 
like  Merrill  and  Schwab?  It's  TD  Waterhouse. 


FREE  TRADES  FOR  A  MONTH 


Open  an  account  online  at 
tdwaterhousexom/freeresearch 

and  enter  offer  code: 

MRSFBF  to  get  your  free 

trades  for  a  month. 


CONTACT  US  AT: 

1.800.tdwaterhouse 
tdwaterhouse.com 

Online  trades  as  low  as  S9.95 


Why  pay  all  that  money  to  Merrill, 
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End  of  French-Dominated  Europe  in  Sight? 


AMERICAN  POLICYMAKERS  SHOULD  NOW  PROCEED  ON  THE 
ong-term  assumption  that  a  European  superstate,  with  a  common 
oreign  and  military  policy,  is  not  going  to  emerge.  The  collapse  of 
he  constitution  conference  and  talk  of  a  "two-tier"  EU  means 
initv  has  been  abandoned.  The  joint  decision  of  the  French  and 
jerman  governments  to  destroy  the  stability  pact  that  underpins 
he  common  currency  must,  in  the  end,  mean  the  destruction  of 
he  euro  as  well.  Smaller  countries,  such  as  Portugal  and  the  Nether- 
mds,  have  endured  considerable  economic  pain  in  order  to  hold 
o  the  rules  or  have  been  massively  fined  for  minute  infractions. 

Now  the  two  biggest  EU  powers  have  engaged  in  a  joint  con- 
piracy  to  not  onlv  break  the  rules  but  also  insist  that  in  their 
ases  the  stability  pact  does  not  apply.  At  a  stroke  this  kills  the 
galitarian  basis  on  which  the  EU  is  supposedly  founded.  It 
choes  George  Orwell's  sinister  tale  Animal  Farm  about  the  evil 
iigs:  "All  animals  are  equal,  but  some  animals  are  more  equal 
han  others."  France  and  Germany  have  emerged  as  the  big  bul- 
es,  the  lawless  thugs  that  terrorize  the  European  street — as,  of 
ourse,  they  have  done  in  the  past.  France,  under  Louis  XIV  and 
■Japoleon,  and  Germany,  under  Bismarck,  the  Kaiser  and  Hitler, 
^ere  guilty  of  greedy  wars  of  aggression,  causing  the  smaller 
ountries  of  Europe  repeated  suffering.  Now,  at  the  bidding  of 
he  Paris-Berlin  axis,  these  countries  are  to  suffer  yet  again. 

Corrupted  by  Lawless  Paris 

lut  there  are  differences.  France  is  undoubtedly  the  senior  part- 
ler  in  this  fraud.  President  Jacques  Chirac  has  long  regarded 
ranee  as  being  above  the  EU's  rules  and  has  authorized  blatant 
lefiance  of  them  on  a  score  of  occasions.  Germany,  on  the  other 
land,  being  a  law-abiding  nation  except  when  under  control  of 
monster,  has  been  punctilious  in  keeping  the  rules  up  to  now. 

Unfortunately  for  the  French,  Germany,  now  that  it  has  been 
inleashed  from  moral  restraints,  is  unlikely  to  end  its  defiance 
/ith  the  stability  pact.  There  is  rising  resentment  among  Ger- 
nans  that  their  country  is  by  far  the  largest  net  provider  of  EU 
unds,  while  France,  though  rich,  is  one  of  the  largest  recipients, 
hrough  the  Common  Agricultural  Policy  (CAP),  the  most  gen- 
rally  hated  institution  in  the  union. 

The  Germans  are  feeling  the  pain  of  a  stagnant  economy,  an 
ivervalued  euro,  actual  recession  in  many  sectors  and  a  dra- 
natic  collapse  in  East  German  property  values.  A  number  of 
German  banks  are  technically  insolvent,  and  it's  becoming 
ncreasingly  difficult  to  borrow  the  money  necessary  to  keep 
jerman  industry  up  to  date.  Given  these  circumstances,  Ger- 


many's funding  of  the  EU  makes  no  sense  to  the  German  tax- 
payers or  to  the  politicians  who  represent  them.  Now  that  Ger- 
many has  blatandy  broken  the  rules  over  the  stability  pact,  what 
is  to  prevent  it  from  reneging  on  EU  payments?  Nothing. 

Coming  Unstuck 

If  Germany  cuts  off  its  funds,  various  EU  doles  that  hold  the  union 
together — not  least  of  which  is  the  CAP — will  become  bankrupt. 
The  CAP  was  France's  original  economic  reason  for  creating  the 
EU.  Without  it,  the  smoldering  rage  of  French  farmers  may  well 
burst  through  the  thin  crust  of  France's  pseudodemocracy, 
encouraging  other  disaffected  groups  (which  are  legion)  to  take  to 
the  streets,  roads  and  harbors — possibly  to  be  joined  by  France's 
Muslims,  who  now  constitute  close  to  10%  of  the  population  and 
are  huddled  in  poverty  in  slums  on  the  edges  of  France's  cities. 

I've  always  maintained  that  the  moment  France  finds  the 
EU  to  be  no  longer  of  use,  it  will  break  it  up.  A  German  revolt 
against  the  payments  system  could  provide  that  moment.  Hos- 
tility to  the  EU  is  rising  in  France  anyway,  to  the  point  where  no 
referendum  on  the  proposed  EU  constitution  can  be  held  there 
for  fear  it  would  be  voted  down  heavily. 

U.S.  policymakers'  aims  should  be  to  forge  close  links  with  in- 
dividual countries  that  have  strong  common  interests  with  Amer- 
ica in  wide  areas  of  policy.  Such  nations  include  Britain,  obviously 
(though  not  Ireland,  which  is  sure  to  do  the  opposite  of  anything 
Britain  does),  Spain  and  Italy.  The  latter  two  are  deeply  resentful 
of  French-German  behavior  and  are  anxious  to  have  a  powerful 
friend  outside  the  EU  to  redress  the  internal  balance  of  power. 

There  are  other  states  the  U.S.  should  cultivate  in  this  new 
situation.  Poland  is  still  afraid  of  both  Germany  and  Russia  and 
regards  the  U.S.  as  an  essential  ally  in  times  of  trouble.  Then  there 
are  Denmark,  the  Czech  Republic,  Slovakia  and  Austria — all  of 
which  have  good  reason  to  fear  Franco-German  bullying  and  are 
eager  for  a  close  friendship  with  the  world's  policeman.  And  if,  as 
I  predict,  a  split  opens  between  France  and  Germany,  astute  U.S. 
policy  could  persuade  Germany  to  become  again,  as  it  was  in  the 
days  of  Konrad  Adenauer  and  Willy  Brandt,  a  reliable  American 
ally.  That  would  complete  the  isolation  of  France  and  severely 
inhibit  its  ability  to  sabotage  America's  war  on  terrorism. 

In  the  meantime,  the  U.S.  should  keep  a  tight  grip  on 
NATO's  plans  and  strategies,  ensuring  that  no  sensitive  infor- 
mation passes  into  channels  to  which  the  French  military  has 
access.  The  U.S.  should  also  increase  its  inteliig  ts  in 

Paris  and  Berlin.  F 


p|~|f*lipc      Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew,  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the 
Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger,  rotate  in  writing  this  column.  To  see 
past  Current  Events  columns,  visit  our  Web  site  afwww.forbes.com/currentevents. 
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Wonderful  Wesbury 


AST  SEPTEMBER  IN  SHANGHAI  I  WAS  SIPPING  TEA  AT  THE  GRAND 
Hyatt  with  Steve  Forbes.  In  walked  George  Gilder,  hyperkinetic 
rom  a  12-hour  flight  and  too  much  coffee.  George  was  waving 
i  newspaper  article  that  predicted  an  average  of  6%  U.S.  GDP 
;rowth  over  the  next  two  quarters.  In  September  such  a  predic- 
ion  was  like  saying  the  Detroit  Tigers  would  win  the  American 
,eague  pennant  and  the  Gincinnati  Bengals  were  poised  to  win 
he  Super  Bowl.  Nevertheless,  we  were  obligated  to  take  the  arti- 
:le  seriously,  because  its  author  was  Brian  Wesbury,  an  econo- 
nist  with  Chicago's  Griffin,  Kubik,  Stephens  &  Thompson,  Inc. 
ind  a  forecaster  of  uncanny  accuracy.  I've  sung  Wesbury's 
>raises  several  times  in  this  column,  but  still  ...  6%  sustained 
jDP  growth?  Had  Wesbury  lost  his  marbles? 

No.  Once  more,  Wesbury  has  shot  a  bull's-eye.  Third-quar- 
er  U.S.  growth  rates  registered  an  astonishing  8.2%.  For  the 
lext  quarter  the  U.S.  economy  needs  to  grow  by  only  4%,  and 
Mesbury  can  carve  another  notch  on  his  pistol. 

I  called  Wesbury  a  couple  of  weeks  ago  and  asked  him: 
'What  on  earth  did  you  see  over  the  summer  that  every  other 
rconomist  missed?  And  what  do  you  see  lor  the  future?" 

His  Simple  Secret 

Mv  forecasting  model  is  simple,"  said  the  humble  45-year-old, 
rom  his  St.  Louis  hotel  room.  "It  was  taught  to  us  by  Von  Mises, 
■iayek  and  Friedman.  Since  I'm  a  simple  guy,  I've  boiled  the 
:lassic  model  down  to  two  simple  things  to  measure: 

"Freedom — is  the  U.S.  moving  toward  or  away  from  freedom? 

"The  Fed — is  it  stimulating  the  economy  or  not?" 

Wesbury  elaborates:  "In  July,  when  things  looked  bad,  I 
noticed  that  the  Fed  funds  rate  had  been  under  the  rate  of  infla- 
ion  for  10  months  (now  16)  in  a  row.  This  was  confirmed  by  ris- 
ng  gold  prices  and  a  steep  yield  curve.  All  of  these  signals  were 
jointing  toward  monetary  ease.  So  why  wasn't  the  economy 
•ecovering?  I  figured  there  was  a  lot  of  stuff  to  climb  through:  a 
x>ut  of  deflation  from  1998  to  2002;  the  hangover  from  9/1 1;  in 
general,  too  much  risk  and  not  enough  reward  in  the  economy. 

"Which  brings  me  to  freedom.  I  look  at  freedom  as  the  risk- 
■eward  balance.  In  2002  the  balance  tipped  the  wrong  way 
jecause  of  steel  tariffs;  Sarbanes-Oxley;  tiny  phased-in  tax  cuts; 
md  a  stealth  tax  hike  put  in  during  the  Clinton  Administration 
hat  nobody  was  talking  about  yet,  but  which  had  doubled  the 
lumber  of  Americans  in  the  highest  tax  brackets." 

So  what,  Brian,  tipped  risk-reward  in  the  right  direction? 

"I  could  start  to  see  it  happening  in  January  last  year,  when  Bush 
proposed  some  big  tax  cuts,  not  the  little  phased-in  stuff  of  the  pre- 
vious year.  But  the  scales  tipped  abruptly  toward  reward  in  May, 
when  Congress  gave  the  President  almost  everything  he  had  asked 


for.  That  and  a  quick  victory  in  Iraq.  Prior  to  May,  there  was  a  whole 
bunch  of  economic  activity  that  was  postponed  because  of  Iraq. 
But  by  May  all  systems  were  go.  Then  you  just  had  to  be  patient." 
What's  ahead,  Brian? 

Dow  12,000  in  2004 

"In  the  fourth  quarter  the  U.S.  will  see  5%  growth.  Consumer 
spending  slowed  in  September  and  October,  but  business  invest- 
ment is  strong;  inventories  are  building.  I'm  calling  for  6.3% 
GDP  growth  in  the  first  quarter  of  2004  because  I  think  the  con- 
sumer will  be  back  in  the  game.  Then  I  see  things  slowing  a  bit, 
with  the  last  two  quarters  of  2004  averaging  4.5%. 

"So  over  the  next  12  months,  on  a  scale  of  1  to  10,  I'm  a  10 
raging  bull.  We  should  see  20%  to  25%  gains  in  all  major  indexes: 
the  Dow  at  12,000;  the  S&P  at  1225;  the  Nasdaq  at  2400. 

"Longer  term,  I'm  a  7  or  8.  What  really  scares  me  is  that  govern- 
ment spending  is  out  of  control.  In  the  past  two  years  non-defense 
federal  spending  has  grown  at  the  fastest  rate  since  1992.  Federal 
outlays  as  a  percentage  of  the  GDP  have  grown  from  18.4%  to  20%, 
the  highest  in  two  decades.  These  are  blows  against  freedom.  The 
Fed  is  sowing  the  seeds  of  inflation  12  to  18  months  out — 3%  or 
more.  Remember  that  inflation  is  the  sneakiest  of  all  tax  hikes — it 
destroys  capital  gains.  Lots  of  dumb  regulations  are  creeping  in  as 
well.  Little  noticed  is  a  new  trucking  regulation  that  limits  a  driver's 
workday.  Wal-Mart  calculates  its  trucking  costs  will  rise  6%  on  the 
basis  of  that  regulation  alone.  It's  another  tax  on  consumers. 

"Other  than  tax  cuts,  the  one  good  thing  coming  out  of 
Washington  is  the  health  savings  accounts  provision  embedded 
in  Bush's  Medicare  bill.  That  neutralizes  a  very  bad  bill." 

What  would  make  Wesbury  a  10-scale  bull  for  the  future? 

"Three  things:  Make  Bush's  tax  cuts  permanent;  fix  the 
alternative  minimum  tax  mess;  create  private  accounts  for 
Social  Security." 

Finally,  Brian,  are  you  worried  about  the  permanent  loss  of 
American  jobs? 

"No.  I  hear  the  anecdotes,  but  I  don't  see  the  evidence.  The 
U.S.  has  added  2.2  million  jobs  this  year  and  compensation  is  up. 
In  November  even  manufacturing  jobs  showed  signs  of  life.  This 
issue  comes  up  every  ten  years  or  so — ironically,  at  the  beginning 
of  a  recovery.  What's  left  out  of  the  analysis  is  Say's  Law:  Supply 
creates  its  own  demand.  If  Say  was  right,  then  the  saved  costs 
from  technology  and  outsourcing  will  show  up  as  money  for 
new  investment  and  future  jobs.  But  that's  why  freedom  is  so 
important.  The  job  losses  will  be  permanent  only  if  we  don't  let 
American  companies  free  up  funds  for  the  future."  F 

I  T^Ofllf  ^  I  ^'sit  Rich  Kar,Saard  s  home  Pa§e  at  www.forbes.com/karlgaard 
gj  £li^i5?om  I  or  e-mail  him  at  publisher@forbes.com. 
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Playing  Chicken  With  FedS     Father  Knows  Better 


Fowl  deali 
Donald  Ty 


ngs: 
son. 


The  Internal  Revenue  Service  says 
that  Forbes  400  member  Donald 
Tyson  owes  $1.4  million  in  1995 
and  1996  income  taxes  for  personal 
use  of  both  a  Tyson  Foods-owned 
boat,  Tyson  Pride,  and  a  boat  he  leased 
to  the  company,  Horizons.  Tyson,  73,  is 
in  U.S.  Tax  Court  fighting  the  feds, 
who  put  his  average  annual  adjusted 
gross  income  for  those  years  at  $11.5 
million.  The  Arkansas  poultry  king  ar- 
gues he  used  values  established  to  set- 
tle a  later  shareholder's  derivative  suit 
over  the  boats.  — Janet  Novack 


Did  a  Computer  Make  That  Typo? 

Dell  Computer  refused  to  honor  some  orders  for  its  hot  Axim 
X3I  PDA,  which  normally  sells  for  $379  but  was  mistakenly  listed 
at  $79  on  the  Web.  The  firm  won't  specify  how  many  orders 
were  canceled.  By  contrast,  the  Japanese  trading  company 
Marubeni  just  fulfilled  orders  for  more  than  1,000  NEC  comput- 
ers each  worth  $1,800  but  erroneously  advertised  over  the  Web 
for  $180.        — Chana  R.  Schoenberger  and  Benjamin  Fulford 

Expensive  Hotel  Stay 

For  the  first  time  the  Illinois  Attorney  Gen- 
eral's Office,  which  oversees  that  state's 
nonprofits,  says  it's  prepared  to  act  if  Liesel 
Pritzker  loses  her  lawsuit  charging  that 
family  members  and  the  Pritzker  Founda- 
tion looted  her  trust  funds.  The  nonprofit, 
which  had  been  given  her  10%  stake  in 
Hyatt  Hotels'  corporate  parent  without  her 
knowledge,  sold  it  to  other  family  mem- 
bers for  a  low  $188  million,  then  didn't  report  fully  the  self-deal- 
ing on  a  tax  return.  Liesel  and  sibling  Matthew  seek  return  of 
the  shares.  Other  Pritzkers  deny  wrongdoing.  — Stephane  Fitch 


Move  Over,  9021QI 


Now-retired  Vanguard  Group  founder  John  C.  Bogle  long  ha 
criticized  hedge  funds,  saying  their  stiff  fees  make  it  virtually  im 
possible  to  beat  stock  market  averages  over  time.  That  hasn' 
stopped  his  son,  John  C.  Bogle  Jr.,  who  in  1999  started  Bogle  In 
vestment  Fund.  The  hedge  fund  now  has  assets  of  $97  million 
In  the  September  quarter,  after  fees,  Bogle  Fund  was  up  1 1 .2%, ; 
bit  short  of  the  S&P  500's  15%.  Bogle  pere  has  none  of  his  owi 
money  with  Bogle  fils.  — Michael  Maielh 

Alaska  Is  for  Deadbeats 

The  new  2003  Alaska  Trust  Act  makes  it  a  lot  easier  for  personH 
to  set  up  trusts  there  to  protect  their  assets  from  child  support] 
alimony  and  court  judgments  while  still  maintaining  use  anJ 
control.  Anchorage  lawyer  Stephen  E.  Greer  writes  that  thJ 
law — which  he  helped  draft — makes  it  harder  for  a  creditor  toj 
challenge  a  trust  on  grounds  of  fraudulent  conveyance.   — /.N| 


Off  Key 


Song,  Delta  Airlines'  new  discount  carrier,  spent  nearly  $2  mil 
lion  on  a  fancy  storefront  office  in  New  York  City's  chic  SoHc 
district,  where  customers  could  use  computers  to  book  flights 
Then  a  prankster  set  the  terminals  to  access  a  parody  site 
www.donotflysong.com.  That's  run  by  William  Scannell,  a 
Austin,  Tex.  privacy  crusader  protesting  Delta's  involvement  in ;] 
federal  government  passenger-monitoring  program.  A  Delq 
flack  knew  nothing  about  this  until  we  called.  — C.R.S 


A  275%  Price  Hike?  Don't  Mention  It 

Omitted  from  some  recent  subscription-renewal  pitches  mailed  out  by 
Editor  &  Publisher,  the  103-year-old  trade  publication  of  the  newspaper 
industry:  Effective  this  month,  the  $99-a-year  magazine  is  cutting  its 
annual  publishing  frequency  from  45  issues  down  to  12.  New  York  City- 
based  E&P,  which  is  now  owned  by  Dutch  publisher  VNU,  says  it's 
boosting  its  Web  operation  but  that  any  dissatisfied  subscriber  can  get 
a  refund.  —William  P.  Barrett 


The  dozen  zip  codes  with  the  nation's  highest  average  annual  family  incomes  do  not  include  a 


certain  area  in  affluent  Beverly  Hills  famous  for  its  own  TV  show. 


ZIP 

94027 
19035 
22067 
60043 
94028 
11765 


LOCATION 

Atherton,  CA 
Gladwyne,  PA 
Greenway,  VA 
Kenilworth,  IL 
Portola  Valley,  CA 
Mill  Neck.  NY 


INCOME 

$410,734 
388.904 
381,518 
362,469 
358,422 
353.612 


ZIP 

068 
105 
303 
024 
900 
94920 


LOCATION 

Greenwich,  CI 
Purchase,  NY 
Atlanta,  GA 
Weston,  MA 
Los  Angeles,  C 
Belvedere/Tiburon,  CA 


06831 

Greenwich,  CT 

$345,060 

10577 

Purchase,  NY 

342,592 

30327 

Atlanta,  GA 

340,933 

02493 

Weston,  MA 

334,781 

90077 

Los  Angeles,  CA 

333,622 

-W.P.B. 

INCOME 

345,060 
342,592 
340,933 
334,781 
333,622 
329,445 


Sun/,,'.  ESR1  Business  Information  Solutions. 
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ON  MY  MIND 


By  Robert  Egger,  founder  of  d.c.  central  kitchen,  a  Washington,  d.c.  nonprofit;  author  of  begging  for- 

CHANGE:  THE  DOLLARS  AND  SENSE  OF  MAKING  NONPROFITS  RESPONSIVE,  EFFICIENT,  AND  REWARDING  FOR  ALL 

Charity  Isn't  Cheap 

Yes,  some  nonprofits  waste  money.  But  don't  use  overhead 
as  the  litmus  test  for  giving. 

itan  area  and  save  our  nonprofit  partners  millions  of  dollars  they 
can  use  for  other  programs.  We  were  able  to  do  all  this  because 
we  had  overhead,  which  includes  expenses  many  donors  would 
not  choose  to  pay  for,  like  phone  bills,  insurance  and  utilities. 
But  they  are  integral  parts  of  a  system  that  allows  us  to  do  our 
job  for  less  than  $2  per  meal. 

Aversion  to  funding  overhead  does  not  just  affect  small  pro- 
grams. Remember  the  controversy  involving  the  American  Red 

Cross  after  Sept.  11?  The  organ 


IN  2004  AMERICANS  WILL  DONATE  $160  BILLION  TO  TAX-EXEMPT 
organizations,  a  broad  category  that  includes  churches,  opera 
houses,  universities  and  art  museums.  About  25%  of  the  money 
will  go  to  "charity,"  narrowly  defined:  family  shelters,  drug 
treatment  centers,  soup  kitchens,  programs  to  vaccinate  children 
in  Africa  and  so  on. 

Yet  most  donors,  if  asked,  would  be  hard-pressed  to  define 
what  a  "good"  charity  is.  There  are  no  market  forces  that  shape 
the  sector  and  no  agreed-upon 
set  of  standards  or  measurements 
that  unify  it.  Left  in  this  vacuum 
most  donors  have  settled  on  low 
administrative  overhead  as  the 
barometer  to  determine  the  pro- 
ficiency of  an  organization. 

The  problem  is,  just  because 
an  organization  has  next  to  noth- 
ing in  administrative  overhead 
doesn't  mean  it's  an  effective 
nonprofit.  In  fact,  administrative 
overhead  is  essential  if  we  are  to 
develop  programs  that  go  beyond 
Band-Aid  responses  and  build 
the  kind  of  infrastructure  and 
collaborations  that  address  the 
root  causes  of  social  ills. 

A  few  years  ago  I  volunteered 
to  go  out  on  a  truck  to  serve 
meals  to  people  who  sleep  on  the 
steam  grates  that  surround  the 
Mall  in  Washington,  D.C.  The 
program  was  developed  by 
churches  and  staffed  by  volunteers.  At  face  value  it's  a  great  pro- 
gram— fine  folks  volunteered  to  cook  and  serve,  and  those  who 
lined  up  were  fed.  But  look  at  it  another  way.  The  food  was  pur- 
chased each  night  at  a  grocery  store.  There  were  no  social  ser- 
vices attached  to  the  program  to  help  the  homeless  get  off  the 
streets.  Two  other  well-meaning  groups  served  the  same  people, 
in  the  same  location,  within  an  hour  of  our  service.  In  short  it 
was  a  well-intentioned,  gloriously  efficient  but  endless  cycle. 

Enter  administrative  overhead.  In  1989  I  started  a  nonprofit 
that  picked  up  unused  food  from  restaurants,  caterers  and 
hotels.  We  converted  an  old  kitchen  into  a  job  training  center, 
where  the  same  men  and  women  1  fed  on  the  street  were  given  a 
chance  to  learn  cooking  skills.  The  1,000  meals  they  now  help 
produce  every  day  get  delivered  throughout  the  D.C.  metropol- 


"Just  because  an  organization  has  next  to 

nothing  in  administrative  overhead  doesn't 

mean  ifs  an  effective  nonprofit." 


zation  wanted  to  reserve  a  por- 
tion of  the  $850  million  Liberty 
Fund  for  purposes  outside  of 
immediate  relief  to  the  victims 
and  their  survivors.  The  public 
was  outraged,  but  what  was  lost 
during  this  debate  was  the  reason 
the  Red  Cross  wanted  to  earmark 
a  portion  of  this  money.  It 
needed  to  invest  in  administra- 
tion to  handle  the  volume  of 
donations,  as  well  as  things  like 
telecom  networks  and  freezers  for 
blood  storage  to  achieve  a  better 
level  of  efficiency  in  case  of  future 
attacks.  None  of  this  had  been 
possible  before  because  so  many 
Red  Cross  donors  designated  gifts 
to  specific  relief  efforts. 

Relying  on  any  single  barom- 
eter or  even  a  series  of  percent- 
ages to  evaluate  a  program's 
worth  is  a  mistake.  Would  you 
balk  at  funding  a  program  that  spends  23%  of  its  budget  to  raise 
money?  Well,  Habitat  for  Humanity,  one  of  the  most  effective 
nonprofit  organizations  in  the  country,  has  to  spend  that  much 
to  build  as  many  homes  as  it  does.  Not  counted  in  its  income 
and  expense  accounts:  the  value  of  donated  labor,  which  is  a 
central  part  of  this  charity.  The  Girl  Scouts,  meanwhile,  spend 
only  1%  of  their  budget  on  fundraising,  but  that's  because  they 
don't  need  to  solicit  anonymous  donors,  since  43%  of  revenue 
comes  from  membership  dues.  Do  these  statistics  make  the  Girl 
Scouts  23  times  as  worthy  as  Habitat? 

So  the  next  time  you  think  about  donating  (and  I  hope  that's 
soon),  instead  of  looking  at  percentages,  look  for  quality  of  ser- 
vices and  effectiveness  of  programs.  In  short,  look  for  vision  and 
ask  to  see  the  plan.  F 
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ird,  "The"  is  singular.  And  definitive  and  apart  and  ac  solute  in  every  way.  All  of  which  makes  it  perfect.  The  Range  Rover. 
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FROM    FEBRUARY   3RD,    2004,    SINGAPORE    AIRLINES'    NEW  A345LEADERSI 

Fly  Singapore  Airlines  half  way  around  the  world  with  daily  non-stop  service  between  Los  Angeles  and  Sing* 
And  coming  soon,  daily  non-stop  service  between  New  York  and  Singapore.  Designed  with  the  executive  trav 
mind,  our  A345LeaderShip  introduces  a  completely  new  travel  experience.   Enjoy  a   more  luxurious  Raffles  Cla 


Y   NON-STOP 

S   ANGELES   AND   SINGAPORE. 


BE    MAKING    THE    WORLD    A    SMALLER    PLACE. 

eBed,  the  biggest  business  class  bed  in  the  sky.  Our  new  Executive 
Class  offers  wide  seats,  more  personal  space  and  a  host  of  innovative 
And  as  always,  enjoy  the  inflight  service  even  other  airlines  talk  about. 

www.  si  ngaporeair.com/usa 


FOLLOW-THROUGH 


MAY  I,  2000 


Bidding  on  Charity 


crc 


Small-Cap  E«ecl 


Our  cover  story  dubbed  bil- 
lionaire Pierre  Omidyar  "the 


radical  philanthropist."  Ac- 
cording to  a  spokesman  at 
the  Omidyar  Foundation, 
the  Ebay  founder  has  so  far 
parted  with  $240  million  of 
his  $6.5  billion  fortune. 

Foundation  spokesman 
Stephen  Swift  says  Omidyar 
has  taken  time  moving  up 
the  philanthropy  learning 
curve  and  will  soon  accel- 
erate his  giving.  "Pierre 
wants  to  have  confidence 
the  infrastructure  is  in 
place"    before    the    big 
spending  begins,  Swift  says.  The  foundation  is  currently 
capitalized  at  $75  million,  but  tends  to  hold  relatively  little 
money.  The  plan  in  2004  is  to  spend  $50  million  on  giving  and 
$9  million  on  expenses. 

Omidyar  has  hired  a  staff  of  24  to  implement  his  vision  of 


so-called  community-based  venture  philanthropy,  in  which  1 
gives  seed  money  to  smaller  charities  with  business  plans  th 
meet  benchmarks  set  by  Omidyar  and  wife  Pamela.  "They  ha1 
high  expectations,"  says  Robert  Hollister,  dean  of  Tufts  Unive 
sity's  University  College  of  Citizenship  &  Public  Service,  whic 
Omidyar  funded  with  a  $10  million  grant.  "They  are  cle; 
that  they'll  provide  more  funding  only  if  you  meet  tl 
benchmarks." 

Omidyar's  community  visions  aren't  limited  to  charit 
however.  He  recently  invested  in  Meetup.com,  a  Web  site  th. 
sets  up  in-person  meetings  for  groups  with  common  interest 
from  poker  to  yoga  to  Howard  Dean.  This  is  Omidyar's  fir 
substantial  hands-on  business  investment  since  he  steppe 
down  as  chief  of  Ebay  in  1998.  — Quentin  Ham 

APRIL  15,  2002 

Queen  of  the  Aisle  No  More 

If  Kraft  Foods  Co-Chief  Executive  Betsy  D.  Holden  really  w; 
"one  tough  cookie,"  as  we  said  in  a  2002  cover  story,  then  wl. 
did  she  crumble?  In  mid-December  the  $30  billion  (sale< 
processed-food  giant  shoved  her  aside  in  favor  of  her  co-chk 
Roger  K.  Deromedi,  who  led  the  smallish  international  unit. 

Holden  is  smart,  but  she's  no  miracle  worker.  She  persuade 
grocers  to  let  her  decide  what  belongs  on  their  shelves  and  whe 
to  place  it.  But  Kraft's  family  of  brands  is  boring — and  the  lii  | 
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Word  to  Wall 


Up  TOUr  ACt  Gentlemen  of  W  " 
Street,  let  the  new  year  start  with  a  cle 
sheet.  You  underwriters,  including  the  mos 
influential  among  you,  have  in  the  past  han- 
dled certain  deals  in  a  way  which,  while 
legal,  was  morally  wrong.  There  have  been 
exorbitant  commissions.  There  have  been 
official  statements  which  were  dishonest  in 
intent.  There  has  been  misrepresentation  by 
omission  as  well  as  by  affirmation.  There 
have  been  secret  understandings  which 
would  not  have  stood  the  light  of  day.  Too 
much  was  done  in  the  dark.  Let  there  be  less 
misrepresentation,  less  concealment,  less 
secrecy. 

25  YEARS  AGO  IN  F0RBE 

Boeing  Takes  un  For  the  rcq 

time  in  a  decade  the  big  news  in  the  aero- 
space industry  isn't  military  production,  but 
rather  the  commercial  jet  business.  The 


rlying  high:  Boeing  707  (above)  and  767. 


world's  airlines  can't  delay  major  purchases 
any  longer:  They  have  fuel-guzzling,  aging 
fleets  too  small  and  too  noisy  to  meet  de- 
mands for  quiet,  efficient  aircraft  with  in- 
creased seating  capacity.  The  big  winner,  of 
course,  has  been  Boeing,  which  20  years 
ago  ushered  in  the  commercial  jet  age  with 
its  707  fnodel,  sweeping  Douglas  away  as 
the  industiry  leader.  Boeing  hasn't  slowed 
since,  turning  out  four  models,  all  very  suc- 
cessful. Now  Boeing  is  developing  two  new 


aircraft,  the  757  and  767,  which  already  as 
outselling  the  competition  for  the  next  ge 
erafion  of  airplanes. 

Chairman  Philip  Condit  recently  resigned 
the  face  of  allegations  that  Boeing  had  mi 
handled  a  Pentagon  contract  to  buy  aer\ 
tankers. 


20  YEARS  AGO  IN  F0RB 

Back  to  the  Fi 
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got  all  our  numbers.  By  m 
numbers  on  plastic  and  in  the  computer, 
sorts  of  Brothers  can  and  often  do  knc 
more  about  everyone  than  one's  family  at 
best  friends.  Your  credit  rating,  your  drivii 
record,  your  travels,  your  income,  yoi 
health,  your  insurance,  mortgage— y< 
name  it,  it's  in  somebody's  computer  som 
where.  Instead  of  reducing  us  to  numbei 
numbers  in  the  computer  have  made  i 
each  and  every  one  a  readily,  near-tota 
documentable  individual.  By  George,  he 
awful  right  Orwell  was. 
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Our  financial  resources  now  stretch  across  the  globe. 

But  the  most  important  one  still  sits 

across  a  desk  from  you. 


Today's  investor  has  more  complex  needs 
than  ever  before.  And  your  Financial 
Advisor  is  better  equipped  than  ever  to 
provide  the  kinds  of  solutions  necessary  to 
address  the  intricacies  of  your  financial 
situation.  But  we  never  forget  it's  still 
about  two  people  working  together:  you 
and  your  Financial  Advisor. 

You  used  to  know  us  as  PaineWebber. 
Now,  as  part  of  one  of  the  world's  leading 
wealth  management  firms  and  backed 
by  a  top-ranking  investment  bank  and  a 
premier  global  asset  manager,  your 
Financial  Advisor  has  access  to  a  vast  array 
of  resources.  Like  structured  products, 
alternative  investments  and  professionally 
managed  funds,  and  research  with  a 
significantly  broadened  global  reach. 

With  the  expanding  resources  we  now  have 
to  offer,  your  Financial  Advisor  has  an  even 
greater  ability  to  deliver  strategies  and 
opportunities   to   assist   you    in    pursuing 


your  individual  goals.  Whether  it's  planning 
for  retirement  or  a  college  education,  or 
sophisticated  solutions  like  specialized 
lending  products  or  equity  risk  management, 
we  can  help  you  get  where  you  want 
to  be. 

And  while  a  lot  may  have  changed,  one 
thing  hasn't.  And  that  is  the  committed 
relationship  between  you  and  your 
Financial  Advisor.  A  relationship  built  on 
listening,  understanding  your  individuality 
and  finding  customized  investment 
solutions  tailored  to  your  financial  goals. 
For  we  know  that  it  is  through  this  kind 
of  dialogue  that  we  can  help  you 
make  the  appropriate  financial  decisions, 
with  confidence. 

Our  Financial  Advisors  are  excited  about 
the  resources  they  now  have  available 
to  them. 

We  think  you  will  be,  too. 


UBS  Financial  Services  Inc. 
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xtensions  are  downright  ridiculous. 
Shoppers  have  been  looking  past  all  those 
bright  displays  to  reach  for  the  foods  they 
really  want. 

Deromedi  aims  to  push  growth  over- 
seas. There,  perhaps,  Jell-O  Hulk  Oreo 
pudding  snacLs  and  Nutter  Butter  peanut 
butter  Bites  won't  be  quite  the  exercise  in 
self-parodv  that  they  are  here. 

— Stephane  Fitch 

MARCH  18.  2002 

Vaccine  Shortage 

With  the  U.S.  suffering  yet  another  vac- 
cine shortage,  this  time  for  flu,  politicians 
are  angrily  pointing  fingers  and  calling 
for  a  government  investigation  of  the  vac- 
cine industry.  But  as  we  noted  two  years 
ago,  the  blame  for  the  deadly  shortages 
doesn't  lie  with  industry  but  with  the  fed- 
eral government  itself,  which  pays  for 
most  vaccines.  The  problem:  The  feds  pay 
so  little  that  only  three  U.S.  firms,  Merck, 
Wyeth  and  Chiron,  remain  in  the  vaccine 
business.  But  there  may  be  hope.  A  recent 
report  from  the  congressionally  chartered 
Institute  of  Medicine  calls  for  an  overhaul 
of  the  nation's  vaccine  purchasing  that 
could  bring  higher  prices. 

— Ira  Carnahan 

NOVEMBER  13.  2000 

Scent  of  a  Woman 

When  FORBES  last  checked  in  on  media 
entrepreneur  Natalia  Darialova,  she  was 
running  her  own  TV  network  in  Russia 
under  the  name  Darial  TV.  Obstacles 


abounded,  including  a  shortfall  in  funds  to 
run  the  large  operation  and  an  audience  of 
less  than  3%. 

Much  has  happened  since.  In  2001, 
just  a  year  after  our  story,  Darialova  said 
she  sold  a  75%  stake  in  Darial  TV  to 
Sweden's  Modern  Times  Group  for  nearly 
$10  million.  She  has  since  remade  herself 
into  a  fashion  player.  Darialova  has  estab- 
lished a  relationship  with  Saks  Fifth 
Avenue,  where  last  Christmas  she  sold  her 
perfume,  Russian  Nights,  in  New  York. 
Saks  is  now  helping  her  launch  a  line  of 
outerwear  featuring  chinchilla,  fox,  sable 
and  mink,  some  of  it  from  Russia. 

Darialova  still  doesn't  like  speaking  in 
specific  numbers  (including  her  age),  but 
she  claims  she  made  a  profit  on  the  per- 
fume, which  was  sold  in  gift  sets  with  a 
copy  of  Sleeping  Beauty  for  $  1 50  a  pop.  To 
expand  her  perfume  and  clothing  lines 
she's  hoping  to  raise  $20  million  in  the 
next  few  years.  — Heidi  Brown 


JULY  21.  2003 

Partial  Victory 

Score  one  for  the  little  guys.  A  Santa  Bar- 
bara, Calif,  jury  handed  a  pair  of  former 
Bertelsmann  wunderkinder  a  $260  million 
damage  award  in  their  suit  against  the 
German  media  conglomerate.  Jan  Henric 
Buettner  and  Andreas  von  Blottnitz 
helped  Bertelsmann  set  up  its  joint  ven- 
ture with  America  Online  in  1995  and 
claimed  they  had  been  promised  an  equity 
share  in  the  venture.  Bertelsmann  sold  its 
half-stake  in  AOL  Europe  in  2000,  reaping 
$7  billion,  but  Buettner  and  Von  Blottnitz 
got  zip.  Bertelsmann  calls  the  verdict 
"incomprehensible"  and  says  that  Buett- 
ner and  Von  Blottnitz  won  only  a  "frac- 
tion" of  the  $3.5  billion  they  were  seeking. 
The  company  is  considering  an  appeal. 
— Seth  Lubove 

FORBES-   January  12,  2004     43 


Go  beyond  the 
notebook  PC  witl 
the  Tablet  PC. 


Microsoft 


Windows 

Tablet  PC  Edition 


44     FORBES-  January  12,2004 


L 

■  OR  MOST  EXECUTIVES  AT  THE  MAJOR  BROADCAST 

^^^^  networks,  this  has  been  a  season  of  discontent.  Not  a 

^^_    single  clear  breakout  hit  has  emerged  among  the  24 

^^™    new  series  that  the  four  big  networks  debuted  this  fall. 

NBC's  prime- time  ratings  among  viewers  ages  18  to  49 

are  down  10%;  ABC  is  off  8%;  and  Fox,  excluding  its 

A'orld  Series  coverage,  has  lost  12%  of  its  audience — only  CBS 

las  seen  an  increase  in  total  viewers,  yet  even  its  audience  in  the 

premium  18-to-49  category  is  also  down,  by  3%.  In  the  critical 

November  sweeps  the  overall  prime-time  audience  of  male 

iewers  ages  18  to  34  dropped  a  startling  7.7%  from  a  year  ago. 

Alarmed  network  honchos  blame  Nielsen  Media  Research 

or  making  changes  in  its  viewer  sample,  but  NBC's  irrepressible 

programming  chief,  Jeffrey  Zucker,  was  more  realistic:  "Frankly, 

quite  a  few  of  the  new  programs  weren't  good.  Some  just 

iucked,"  he  said  publicly  in  a  fit  of  candor.  CBS,  gloating,  invoked 

.hat  famous  sound  bite  in  invitations  to  its  annual  holiday  party 

n  New  York  City:  "P.S.  This  party  won't  suck." 

Zucker  himself  presided  over  a  few  big  losers  in  the  new  TV 
season.  He  had  to  yank  Coupling,  an  ill-fated  sitcom  based  on  a 
nit  show  in  Britain  and  viewed  as  a  replacement  for  the  long- 


Order  series  to  three  versions  that  air  each  week. 

Yet  these  days  Zucker,  a  TV  phenom  who  had  run  the 
Today  show  at  age  26,  is  on  top  of  the  world.  Just  as  he  was 
repairing  NBC's  prime-time  lineup  and  inserting  a  couple  of 
midseason  replacements,  NBC  Chairman  Robert  Wright  gave 
him  a  major  promotion  and  made  him  the  clear  front-runner 
to  become  his  eventual  successor.  Now  Zucker  will  oversee 
(in  addition  to  his  prime-time  fief)  NBC  News,  MSNBC,  CNBC 
and  Bravo,  and  expects  to  reign  over  a  handful  of  other  cable 
channels — USA  Network,  SciFi  and  Trio — resulting  from 
NBC's  pending  $14  billion  merger  with  Vivendi  Entertainment 
in  2004.  This  makes  the  bald-headed  programmer  one  of  the 
most  powerful  people  in  showbiz. 

Despite  its  weak  showing  this  fall,  NBC  still  dominates  the  in- 
dustry. For  eight  of  the  last  nine  years  NBC  has  been  number  one 
in  prime  time  among  the  viewers  advertisers  value  most,  those  18 
to  49.  But  CBS  is  closing  in.  "I  think  NBC  is  a  very  big  target  be- 
cause we've  been  number  one  for  so  long,"  Zucker  says.  He  hopes 
his  midseason  premieres,  an  urban  sitcom  called  The  Tracy  Mor- 
gan Show  and  The  Apprentice,  a  reality  series  starring  real  estate 
tycoon  Donald  Trump,  can  invigorate  the  prime-time  numbers. 


The  Searcher 

Jeffrey  Zucker,  TV  wunderkind  turned  heir  apparent  at  NBC, 
is  hunting  for  a  new  round  of  hits.  His  quest  is  tougher  than  it  seems,  by  brett  pulley 


running  Friends,  and  a  courtroom  drama,  The  Lyon's  Den.  All 
told,  NBC  unveiled  six  new  shows  this  season;  two  of  them  are 
gone  and  one  more,  the  light  drama  Miss  Match,  is  struggling. 

Indeed,  since  inheriting  a  winning  lineup  of  shows  when  he 
took  the  job  in  December  2000,  Zucker,  38,  has  presided  over  few 
major  successes.  In  fact,  none  of  the  major  networks  have  had 
much  success  with  new  scripted  shows.  And  soon  Zucker's  job  will 
get  even  tougher:  Friends,  down  28%  this  season  among  viewers  18 
to  49,  is  in  its  final  season;  the  ten-year-old  ER,  which  at  one  point 
was  the  most  expensive  drama  on  television  at  $13  million  an 
episode,  is  down  23%  and  Frasier,  which  might  not  return  next 
year,  is  down  24%.  One  of  Zucker's  biggest  hits  has  come  from 
extending  a  franchise  his  predecessors  put  in  place  rather  than  in- 
venting a  new  one:  With  Criminal  Intent  he  increased  the  Law  & 


At  the  least,  his  new  perch  atop  NBC-Vivendi  will  give  him 
more  outlets  through  which  to  spread  various  shows:  Bravo's  hit, 
Queer  Eye  for  the  Straight  Guy,  is  being  replayed  on  NBC,  promot- 
ing the  program  to  a  far  larger  audience.  Cable,  meanwhile,  will 
offer  him  a  second  revenue  stream — from  cable  subscribers 
rather  than  just  from  advertisers.  "The  amount  of  people  watch- 
ing those  cable  channels  is  tiny  compared  with  network,  but  it's  a 
great  business  because  you  don't  rely  solely  on  advertising.  But 
the  network  business  is  still  terrific,"  Zucker  says,  searching  for 
the  upside.  "Viewership  is  not  what  it  used  to  be  for  any  of  us,  but 
there's  still  nothing  that  can  aggregate  an  audience  like  network 
television."  Maybe,  but  that  audience  is  getting  smaller  all  the 
time — and  so  far,  Jeff  Zucker,  like  his  network  rivals,  seems 
unable  to  do  much  of  anything  to  stop  the  decline.  F 


Seeking 


NBC's  biggest  hits,  such  as 
Frasier  and  ER,  are  getting  old. 
Finding  new  ones  has  been  an 
elusive  quest.  Here's  a  look  at 
some  shows  developed  under 
Jeffrey  Zucker. 


Average  Joe 

#1  new  show  among 
l8-to-49-yeai-oids, 
but  reality  shows 
don't  lass 


■i 


Las  Vegas 

#1  new  drama,  but 
can  it  build  into  a 
breakout  hit? 


&  Order: 
Crimittalintent 
::ama.  but 
•in  an 
•        ranchise. 


Scrubs 

Third-season  hospital 
comedy  has  shifted  into 
Thursday  night  slot  of 
failed  Coupling. 


Crossing  Jordan 

After  a  successful  first 
season  it  is  currently 
off  the  schedule. 
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DENCE  HAS  ITS  PRICE 


Serving  as  an  "independent"  mutual  fund  director  is  a  pretty  nice  job.  You  work  maybe  a  month  a  year  and  get  paid  about 
$100,000  (at  the  major  funds).  Among  the  estimated  2,600  board  seats  there  have  recently  been  only  50  or  60  slots  open- 
ing up  per  year,  says  C.  Meyrick  Payne,  head  of  consulting  firm  Management  Practice.  Or  maybe  it  used  to  be  a  nice  job.  In 
December  the  Securities  &  Exchange  Commission,  in  bringing  charges  against  Heartland  Advisors,  accused  four  former 
directors  of  negligence  in  overseeing  the  funds.  (One  was  FORBES  columnist  Gary  Shilling,  who,  like  the  others,  settled  with 
no  financial  penalty.  He  was  paid  $40,000  in  2002  by  Heartland.)  Here's  a  look  at  directors'  pay  at  some  funds  of 
scandal-plagued  firms.  —Brendan  Coffey 


FjiMJamiiy, 

AllianceBernstein 

Invesco 

Strong 

Franklin 

Putnam 

Growth  &  Income  Fund 

Health  Sciences  Fund 

Equity  Funds 

Capital  Growth  Fund 

Classic  Equity  Fund 

Directors'  average 
compensation!.-, 

David  Dievler 

Questionable  trades 

Former  Green  Bay 

Edith  Holiday 

• 
Trustee  John  Hill 

($246,000) 

by  Larry  Soil 

Packers  football  star 

($274,000)  was 

($388,000)  was 

is  considered  an 

($126,000),  then-chief 

Willie  D.  Davis 

Cabinet  Secretary 

head  of  Marsh  & 

independent,  despite 

of  biotech  Synergen, 

($139,000)  also  sits 

under  first 

McLennan  Asset 

a  ten-year  career  at 

contributed  to  an  $82 

on  14  other  boards. 

President  Bush. 

Management,  which 

Alliance. 

million  settlement. 

now  owns  Putnam. 

'Independent  board  directors'  compensation  only;  total  compensation  from  fund  family  (Invesco  includes  AIM  funds).  Source:  SEC  filings. 


Writing  Wrongs 

One  of  Warren  Buffett's  companies  is  fighting 
charges  it  helped  a  customer  cook  its  books. 

BY  BERNARD  CONDDN 

FOR  INSURANCE  GUMSHOES  ITS  AS  IMPROBABLE  A  SCE- 
nario  as  finding  a  man  with  a  smoking  gun  standing  over 
a  corpse.  The  scam  is  for  a  company  to  lend  money  to  an- 
other but  call  it  "insurance"  instead  so  the  bor- 
rower doesn't  have  to  put  debt  on  its  balance 
sheet.  The  problem  is,  the  perpetrators  are  usually 
smart  enough  not  to  put  any  incriminating  stuff  in 
writing. 

That  is,  unless  they  work  for  Warren  Buffett. 
In  a  case  filed  in  November  in  U.S.  District 
Court  in  Richmond,  Va.  that  state's  insur- 
ance commissioner  accuses  General  Rein- 
surance, a  subsidiary  of  Buffett's  Berkshire 
Hathaway,  of  helping  a  now-defunct  med- 
ical and  legal  malpractice  insurer  dress  up 
the  books  with  just  such  a  c1  sguised  loan, 
among  other  "secret'  di  lis.  An 
says  he  has  e-mails  from   Jei 
to  prove  it. 

Gen  Re,  based  in  Stan 
Conn.,  says  it  has  e-mails  of  its 
own  exonerating  it  and  that  it 
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only  named  as  a  defendant  because  it  has  lots  of  money.  Hang 
Lng  in  the  balance  are  18,000  doctors  and  lawyers  with  $200  mil- 
lion in  unreimbursed  claims  who  were  forced  to  scramble  for  re- 
placement insurers. 

It's  a  complicated  suit,  and  it's  not  clear  where  bad — but 
legal — industry  practices  end  and  fraud,  if  there's  any,  begins.  But 
the  case  follows  the  collapse  of  four  American,  Australian  and 
British  firms  caught  in  allegedly  similar  schemes  and  an  SEC  set- 
dement  in  September  to  keep  American  International  Group  from 
hawking  such  bogus  insurance  (FORBES,  Oct.  6,  2003). 

The  seeds  of  today's  troubles  were  planted  in 
1989  when  the  privately  held  malpractice 
insurer  Reciprocal  of  America  asked 
Gen  Re  for  help  moving  money  off- 
shore to  cut  its  tax  bill.  Gen  Re 
agreed  to  pay  future  claims 
under  some  ROA  policies  in 
exchange  for  customers' 
premiums — that  is,  it  rein- 
sured ROA.  But  then  it  passed 
much  of  this  claims  risk  to  an- 
other reinsurer,  a  Bermuda  out- 
fit called  First  Virginia  that  was 
run  by  ROA  management  and 
paid  little  in  U.S.  taxes. 

At  first,  providing  this 

Amazing  what  people  will 
put  in  e-mails:  Buffett. 


' 


THE  8-PASSENGER  SEQUOIA. 

Ihoy  grow  up  fast  Enjoy  it  while  you  can.  With  a  240  hp  VS  engine, Tj-link  rear  suspension  and  seating. for  eight,  the  Toyota  Sequoia 
lets  you  take  your  family  anywhere,  anytime.  And  its  Vehicle  Stability  Control  (VSC)1  +  Traction  Control  (TRAC)  and  Anti-  lock  Brake 
System  (ABS),  get  you  home  safely  too.  Just  in  time  to  start  planning  for  the  next  trip. 


„  .    , — r — — ; ,„  oioc'romt  svstem  riesioned  !o  help  the  driver  maintain  vehicle  control  under  adverse  conditions.  It  is  not  a  substitute  tor  sate 
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not-uncommon  middleman  service  was  no  problem  for  Gen  Re. 
But  insurance  claims  started  flowing  in,  and  money  flowed  out 
of  First  Virginia. 

In  1998  Gen  Re  helped  bolster  First  Virginia's  finances  by 
taking  some  risk  back  from  the  Bermuda  company — in  effect 
reinsuring  its  reinsurer.  But  this  was  "sham  reinsurance,"  ac- 
cording to  the  complaint.  Gen  Re  allegedly  worked  out  a  secret 
deal  obligating  ROA  to  "make  [Gen  Re]  whole"  if  it  got  stuck 
with  big  claims,  according  to  a  letter  written  by  a  Gen  Re  execu- 
tive that  is  cited  in  the  suit.  In  effect,  ROA  would  be  paying  back 
Gen  Re  for  providing  First  Virginia  with  a  "booking  benefit"  or 
"loan,"  to  quote  the  Gen  Re  executive  in  two  subsequent  e-mails. 

How  to  get  this  money  back  to  Gen  Re  without  anyone's 
noticing?  ROA,  the  Gen  Re  letter  instructed,  would  simply 
"renew  at  higher  attachments."  Translation:  ROA  would  pay 


inflated  fees  for  Gen  Re  services  in  future  years. 

Gen  Re  says  there  was  no  "deal,"  and  indeed  it  lost  $  1 5  mil- 
lion or  so  despite  this  "noncontractual  understanding." 

As  malpractice  claims  climbed,  Gen  Re  struck  a  few  other  rein- 
surance deals  shifting  risk  back  to  ROA  and  allegedly  helped  to 
keep  them  secret.  Gen  Re  says  it  disclosed  the  deals  in  a  March 
2001  letter  to  ROA  auditor  PricewaterhouseCoopers,  which  is  also 
charged  in  the  suit.  PricewaterhouseCoopers  won't  comment  on 
specific  allegations  but  calls  the  Virginia  regulator's  charges  "base- 
less" and  notes  that  even  the  suit  states  ROA  had  misled  it. 

When  ROA  was  seized  in  January  2003  financial  filings  showed 
$47  million  in  net  worth.  The  suit  says  the  real  figure  is  $4  million. 

The  complaint  is  seeking  triple  damages  under  federal  rack- 
eteering statutes.  Gen  Re  says  it  will  ask  the  court  to  dismiss  it  as 
a  defendant.  Those  e-mails,  though,  could  get  in  the  way.        F 


Who  Needs  Coppertone? 


A  novel  way, 
perhaps,  to 
treat  sexual 
dysfunction. 

BY  STEPHANE  FITCH 


Here's  what  could  stimulate  demand  for  the  recently 
approved  morning-after  pill:  an  "evening-before"  nasal 
spray— for  both  him  and  her. 

Palatin  Technologies,  a  tiny  Cranbury,  N.J.  drug 
outfit,  barely  received  notice  after  its  Nov.  19  confer- 
ence call  for  investors  to  hear  about  plans  for  Stage  2 
clinical  trials  of  an  erectile-dysfunction  drug  called  PT- 
141.  "We  intend  to  aggressively  advance  [it],"  said 
Palatin  Chief  Carl  Spana,  "in  both  males  and  females." 

Be  skeptical  of  medical  firms  that  are  as  attentive 
to  analysts  as  they  are  to  doctors— and  that  trade 
(recent  price,  $2.50)  at  8.3  times  book  value.  But  this 
is  intriguing.  Females?  There  is  no  Viagra  for  women, 
despite  estimates  that  50  million  suffer  from  sexual 
dysfunction.  But  Palatin,  which  ran  a  first  round  of 
tests  on  women  last  year,  may  be  onto  something.  The 
little  blue  diamond-shape  pill  from  Pfizer  and  rival 
drugs  Levitra  and  Cialis  work  by  blocking  a  blood-flow 
enzyme  that  kills  erections.  PT-I4I  (short  for  Palatin 
Technologies)  works  very  differently:  It  interacts  with 
melanocortin  receptors  in  the  brain,  nerves  involved  in 
everything  from  regulating  appetite  to  sexual  arousal. 

Scientists  stumbled  on  the  effects  in  1993.  During 
a  tanning  study  at  the  University  of  Arizona,  subjects 
given  a  PT:I4I  predecessor  called  MT-2  got  a  bronzing— 
and  a  bit  more  than  they'd  bargained  for.  In  Novem- 
ber Palatin  unveiled  results  of  tests  on  271  older, 
impotent  men:  The  drug  was  75%  effective  and 
produced  no  mare  side  effects  than  Viagra. 

Last  year,  on  a  hunch,  the  company  did  a  blind 
j$t  (all  took  both  the  placebo  and  PT-I4I)  on  women 
sexual  dysfunction  and  claims  that  75%  of 
'  i  took  the  drug  displayed  much  stronger 
ysal  than  from  the  dummy  pill  alone. 
ic'ond .round  of  tests,  in  early  2004,  will 
!e.n 'who  have  sexual  dysfunction. 


POTENT  GENERICS 


The  makers  of  Cialis,  the  Viagra-like 
drug  that  lasts  up  to  36  hours,  sud- 
denly have  a  different  kind  of  kink  to 
work  out.  Even  before  the  Food  &  Drug 
Administration  approved  the  pill  for 
treatment  of  erectile  dysfunction,  on 
Nov.  21,  cheaper,  generic  Cialis  was 
being  sold  illegally  in  the  U.S.— over 
the  Internet. 

One  pill,  labeled  Apcalis,  is  being 
advertised  for  as  little  as  $5.40  a  pop 
(if  you  buy  88),  while  the  FDA- 
approved  version  was  recently  going 
for  about  $10  each  at  pharmacies. 

Where  are  pills  coming  from?  India. 
It's  not  a  new  phenomenon,  but  it 
underscores  the  piracy  problems 
faced  by  drugmakers  like  Eli  Lilly.  India 
allows  companies  to  sell  generics  of 
drugs  patented  elsewhere,  but  not  to 
other  countries  whose  patent  laws 
prevent  it.  Ajanta  Pharma,  a  Mumbai- 
based  pharmaceutical  company  that 
makes  Apcalis,  says  it  abides  by  those 
rules  but  it  can't  stop  resellers. 

The  good  news  for  drug  companies: 
In  2005,  in  sync  with  World  Trade  Orga- 
nization regulations,  India  plans  to  start 
upholding  drug  product  patents  issued 
by  other  countries.  —Allison  Fass 


48 


F    O    R    11    E    S 


lamun  12,  2004 


BRITISH  AIRWAYS. 
iQNDON. ENGLAND 


I 


ll 


li 

cq: 


* 


W 


c    UJ   — 


5    ^    so  c 


Outfrnnt 


Rocks  for  Tots 

Sign  of  a  newly  booming  economy — or  an  incipient  bubble: 
when  luxury  marketeers  beef  up  their  extravagant  offerings  for 
children.  Check  it  out: 

•  Silver  spoons  aren't  enough:  Jewelry  designer  David  Yurman, 
who  typically  sells  items  costing  $600  and  more  to  adults,  has 
a  Cable  Kids  line  that  features  a  gold  necklace  with  diamonds 
($495)  and  hoop  earrings  in  sterling  silver  and  18kt  gold  with 
pearls  ($225)  for  girls  as  young  as  8. 

•  Taking  "baby  T"  literally:  Dolce  &  Gabbana  is  offering  pint-size 
jackets  and  T  shirts  for  the  wee  set.  A  shearling  coat  will  set 
parents  back  $425.  The  hottest  item  at  Chicago's  Milani  Bou- 
tique is  D&G's  kiddie  military-style  camouflage  dress  and 
matching  boots,  which  together  start  at  $500. 

•  A  brat  pack:  Forget  sending  the 
precious  princess  off  to  school  with 
an  L.L.  Bean  back- 
pack. Hermes  is 
offering  a  girl's 
version  of  its  coveted 
Kelly  (as  in  Grace)  bag 
for  $2,150. 


•  Check,  please:  Think  plaid's 
too  stuffy  for  tots?  Burberry 
is  marketing  a  toddler-size 
boy'sjacket($185)and 
pants  ($85)  in  its  trademark 
pattern.     — Matthew  Swibel 


FETISH 

Ah,  the  mysteries  of  fash- 
ions trends.  For  25  years 
a  particularly  unflattering, 
pair  of  calf-high  shearling 
boots  called  Uggs  sold 
modestly,  often  bought  by 
the  surfer  set  in  southern 
California.  Company  own- 
ers tried  the  regular 
"seeding"  practices  to  get 
more  attention— freebies 
to  stylists  who  dress 
stars,  magazine  spreads, 
paparazzi  shots.  Then  a 
year  ago  something  clicked.  Shots  of  stars  like  Julia 
Roberts  and  Tom  Cruise  wearing  the  boots  pushed  the  righl 
burtons.  Even  Pamela  Anderson,  an  animal  rights  fanatic 
who  evangelizes  for  People  for  the  Ethical  Treatment  of 
Animals,  was  seen  walking  her  dog  in  a  pair  of  Uggs.  (Earth 
to  Pam:  Shearling  is  made  from  sheep.  Dead  sheep.) 

These  days  scoring  a  pair  of  Uggs  is  nearly  impossible. 
The  new  baby  blue  and  pastel  pink  women's  boots  sold 
20,000  nationwide  before  retailers  even  had  a  sample  to 
show.  All  of  which  is  great  news  for  the  parent  company, 
publicly  traded  Deckers  Outdoor  Corp.  Though  the  company 
lost  $7.4  million  in  2002,  Uggs  hysteria  kicked  Deckers 
stock  up  400%  this  year,  making  it  the  best-performing 
footwear  stock  for  the  past  12  months.  Note  to  stockholders 
Fashion  trends  go  both  ways.  —By  Kiri  Blakele) 


Hey  Pam,  those  are  sheep 
you're  walking  on. 


Two  years  ago  wholesale  prices  of  bluefin  tuna— 
for  sashimi  fans,  the  most  savory  cut— averaged 
$19  per  pound  at  docks  in  Japan,  the  world's 
largest  importer.  Today  a  pound  fetches  $10.  The 
decline  is  at  the  center  of  a  battle  between 
American  and  foreign  fleets  over  a  large  chunk  of 
the  roughly  $1  billion  annual  bluefin  catch. 

Last  year  the  Atlantic  yielded  33,000  tons  of 
bluefin,  of  which  the  U.S.  nabbed  only  10%.  That's  be 
cause  the  domestic  fleets  were  hewing  to  quotas  mandated 
by  the  International  Commission  foi  rhs  Conservation  of  Atlantic 
Tunas,  a  global  economic  treaty  or{       ration  (a  sort  of  NATO  for 
fish).  But  other  ICCAT  members-  led  by  ,  >e  European  Union— are 
catching  more  than  the  agreed  itol  blu  fin  and  dump- 

ing it  on  the  market,  diluting  pi 

Indeed,  between  1996  and  20 "'")  fk  n  Atlantic 

caught  66%  more  bluefin— an  exce  ,s  Q0C  rens-  than  ICCAT 

scientists  have  recommended  to  presi  i        ,e  s  dck.s  Worse,  lat- 
est data  show  that  36%  of  bluefin- v  grow  to  1,500 


pounds— caught  in  the  Mediterranean  Sea  an< 
the  Bay  of  Biscay  fell  beneath  the  7-pound  min 
imum  set  by  ICCAT  in  1998. 

U.S.  captains  and  dealers  are  feeling  it  in  thei 
wallets.  "I  can't  compete  with  Spanish  fish  am 
make  money,"  says  Stephen  Murphy,  a  bluefii 
dealer  in  Chapel  Hill,  N.C.  New  tuna  farms  fron 
Mexico  to  Australia  are  keeping  prices  low,  too. 
Oversupply  was  tops  on  the  agenda  at  ICCAT's  an 
nual  meeting  in  late  November  in  Dublin.  Busting  crooks  oi 
the  high  seas  is  next  to  impossible,  so  member  countries  devised  i 
plan  to  nail  overfishers  at  the  point  of  sale  at  docks  and  airports.  0 
course,  mustering  the  political  will  to  enforce  the  rules  will  be  a  lo 
harder  than  landing  an  800-pounder.  "ICCAT  moves  at  glacia 
speeds,"  moans  Glenn  Delaney,  one  of  its  three  U.S.  commissioners 
Meanwhile,  if  you're  hoping  your  sashimi  tab  will  drop  aloni 
with  wholesale  prices,  forget  it.  Restaurants  are  gladly  capturini 
the  extra  profit  to  make  up  for  those  odd  days  when  prices  spike  ti 
$40  a  pound.  —Brett  Nelsoi 


50     FORBES-  January  12, 2004 


^ 


-fa  JZ^uf  <ZsvixA,t**/jtsue-  jz£l&~. 


OsmjL 


-   RUTH 


TlBMHHI^ 


RUTH'Sfe^ 


iv 


STEAK  HOUSE 


\ 


WWWsRU" 


1'DM    1/BDO/544/OSOB 


Qutfront 

The  Last 
Rung 


The  tort  system  takes  down  a  149-year-old  ladder  manufacturer. 

BY  CARRIE  COOLIDGE 


SINCE  ITS  FOUNDING  IN  1855  THE 
family-owned  John  S.  Tilley  Lad- 
ders Co.  has  churned  out  ladders 
in  Watervliet,  N.Y.  It  was  prof- 
itable until  a  few  years  ago,  when  compe- 
tition from  bigger  companies  using  for- 
eign labor,  like  Werner  Co.,  became 
unbearable.  But  that  wasn't  the  only 
problem.  The  last  straw  was  the  tort  sys- 
tem. The  nation's  oldest  ladder  manufac- 
turer filed  for  Chapter  1 1  bankruptcy  pro- 
tection last  April,  sold  off  most  of  its  assets 
at  a  public  auction  last  December  and  will 
soon  close  on  its  factory  complex — one 
of  the  buildings  was  built  by  the  Tilley 
family  before  the  Civil  War. 

A  decade  ago  Tilley's  cost  to  buy  lia- 
bility insurance  was  6%  of  sales.  At  the  end 
it  had  topped  29.4%  of  sales.  The  stiff 
competition  prevented  the  company  from 
raising  prices  to  make  up  the  difference. 

The  irony  here  is  that  Tilley  wasn't 
even  sued  all  that  much.  Claims  asserting 
defects  in  construction  averaged  only  one 
a  year  and  were  usually  settled  by  ex- 
changing a  customer's  ladder  for  a  new 
one,  according  to  Robert  G.  Howland, 
whose  great-great-grandfather  John  Tilley 
founded  the  company.  And  Howlau 
■  he  company  never  lost  any  of  th 


II 


cases  that  went  to  trial  over  the  years  . 

"We  could  see  the  handwriting  on  the 
wall  and  just  want  to  end  this  whole 
thing,"  says  Howland. 

Tilley  was  bearing  the  burden  for  the 
national  jump  in  jury  awards  in  all  prod- 
uct-liability cases — from  an  average  of 
$1.7  million  in  1994  to  $6  million  in  2002. 
"Unfortunately,  even  insureds  with  per- 
fect loss  records  are  impacted,"  says  Craig 
D.  Simon,  managing  director  of  insurance 
brokerage  firm  Willis  Group  Holdings. 
"This  affects  virtually  every  manufacturer 
of  consumer  goods." 

Or  as  Sean  McBride  of  the  U.S.  Cham- 
ber of  Commerce's  Institute  for  Legal 
Reform  puts  it:  "The  problem  for  small, 
family-owned  businesses  like  Tilley  Lad- 
ders is  that  if  the  death  tax  does  not  get 
you,  the  unscrupulous  trial  lawyers  will." 

The  company's  bankruptcy  filing 
shows  $810,000  in  assets  and  $182,000  in 
liabilities.  The  assets  will  be  held  in  a  trust 
fund  for  future  liability  claims.  Robert  J. 
Rock,  Tilley's  bankruptcy  attorney,  doubts 
any  future  claimant  could  win  a  case  be- 
cause of  the  ladders'  quality.  But,  he  says, 
that  won't  stop  people  from  suing — 
meaning  the  funds  in  the  trust  will  likely 
end  up  paying  the  lawyers.  F 


age  for  our  special  industry  report— this  time  on 
nology— and  our  industrywide  earnings  calendar. 


WATCHED  DOG 

Just  in  time  to  keep  an  eye  on  corp 
rate  hanky-panky  comes  the  Watcl 
dog  Fund,  which  aims  to  be  a  pant 
chomping  shareholder  at  annual 
meetings  throughout  the  country.  I 
Web  site  warns  corporate  America, 
"We  are  watching  you...." 

It's  run  by  Howard  Horowitz,  36, 
who  once  managed  a  now-liquidati 
public  mutual  fund  alongside  Edwa 
Strafaci,  recently  indicted  by  the  U 
Attorney  for  securities  fraud.  Thesi 
criminal  charges  and  additional  civ 
charges  by  the  SEC  allege  that  Stra 
inflated  the  values  of  Lipper  &  Co 
hedge  fund  portfolios.  Strafaci  has 
pleaded  not  guilty.  Horowitz  was  ni 
involved  with  Strafaci's  hedge  func 

The  Watchdog  Fund  could  use  a  1 
more  watchdogs  for  itself.  The  fund 
only  three  trustees  (Horowitz  amor* 
them),  and  none  is  required  to  own 
fund  shares.  Horowitz  says  that  he 
a  hard  time  recruiting  trustees,  espi 
cially  since  they'll  be  working  for  fre 
for  a  while. 

The  fund's  1.95%  expense  ratio  is 
pricey  compared  with  that  of  the  av 
age  no-load  U.S.  equity  fund.  Horov 
thinks  it's  well  worth  it  given  the  wo 
he'll  have  to  do  crafting  shareholdei 
proposals  and  lobbying  board  mem- 
bers. With  only  $100,000  in  assets, 
Horowitz  is  now  courting 
institutional  clients 
and  expects  to 
sell  shares  to 
the  public 
shortly.  Will  they 
buy  this  dog? 

—Michael 
Maiello 


Woof  woof:  Howard 
Horowitz. 


In  every  field  of  endeavor, 

there  are  the  weak, 
and  there  are  the  strong. 


There  are  the  faint  of  heart, 
and  there  are  the  relentless. 


There  are  the  sheep, 
and  there  are  the  tigers. 
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Biotechnology  stocks'  sharp  rise  starting  in  late  spring 
was  due  to  encouraging  news  about  several  cancer 
drugs.  Millennium  Pharmaceuticals  got  FDA  approval 
for  Velcade,  a  treatment  for  multiple  myeloma,  a  cancer  of 
the  blood,  only  four  months  after  the  application  was  filed.  In 
June  researchers  presented  data  about  two  colon  cancer 
drugs,  Genentech's  Avastin  and  ImClone  Systems'  Erbitux. 
Analysts  reporting  to  Thomson  First  Call  expect  biotech  giant 
Amgen's  2004  earnings  per  share  to  jump  23%  to  $2.39. 

Genta's  Genasense  could  become  a  blockbuster  (meaning 
annual  sales  of  at  least  $1  billion).  But  as  a  treatment  for 
malignant  melanoma,  a  skin  cancer,  it  has  yet  to  prove  it 
meets  the  gold  standard  of  extending  patients'  lives.  The 
company  says  that  the  survival  advantage  can  be  seen  in 
patients  who  have  been  followed  for  extended  periods. 
Alexandra  Hauber,  an  analyst  who  covers  Genta's  partner, 
Aventis,  for  Bear  Stearns,  says  that  the  ferocity  of  melanoma 
and  the  paucity  of  treatment  alternatives  may  inspire  regula- 
tors to  give  the  drug  a  green  light. 

Amylin  Pharmaceuticals  is  developing  two  diabetes  injec- 
tions that  help  control  blood  sugar  without  lowering  it  too  much  and  may  also 
help  patients  lose  weight.  One  such  compound,  Symlin,  could  be  approved  before  the  end  of 
2003  and  may  reach  up  to  $300  million  in  annual  sales,  says  Michael  King,  an  analyst  at 
Bank  of  America.  The  company  is  also  working  with  Eli  Lilly  on  another  diabetes  drug,  called 
exenatide,  discovered  in  Gila  monster  spit.  King  expects  Amylin's  revenues  to  reach 
$950  million  by  2008  but  has  warned  that  its  shares  look  fully  valued. 

Angiomax,  a  new  blood  thinner  for  use  in  angioplasty,  was  developed  by  the  Medicines  Co., 
which  has  been  buoyed  by  new  data  suggesting  that  the  drug  is  cost-effective.  Analysts 
expect  the  Medicines  Co.  to  earn  $1.08  a  share  in  2005. 
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Source:  FT  Interactive  Data  via  FactSet 
Research  Systems. 
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Stock  Focus 


COMPANY 


RECENT 
PRICE 


CHANGE 

FROM 

A  YEAR 

AGO 


Amgen 

$59.43 

18% 

Amylin  Pharmaceuticals 

23.88 

34 

Genentech 

87.80 

158 

Genta 

10.34 

15 

ImClone  Systems 

40.45 

250 

Medicines  Co. 

28.53 

88 

Medlmmune 

28.01 

5 

Millennium  Pharmaceuticals 

16.41 

84 

SALES 1 

LATEST  2005 

12-MONTH       ESTIMATED 

(SMIL)  (SMIL) 


MARKET 
VALUE 
(SMIL) 


Prices  as  of  Dec.  12.  2003. 


$7,776 

$11,740 

$76,662 

56 
3,144 

211 
5,165 

2,232 

45,937 

784 

^■~*1H                       ^■•P^H 

76 
71 

330 

3,032 

207 

1,351 

1,026 
445 

1,405 
662 

6,933 

4,944 

entals  via 

cacfSef  Research  S 

/stems. 

•  Estimated  2004-08  sales($bil 

(if  approved) 

Company  Drug  (disease) 
Genentech  Avastin  (colon  cancer) 


Genentech  Raptiva1  (psoriasis) 


Genta  Genasense  (skin  and  blood  cancer) 


ImClone  Erbitux  (colon  cancer) 


'Already  approved. 
Source:  Datamonitor. 
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The  Payoff 
From  Biotech 

BY  SHLOMO  REIFMAN,  ANDREW  T.  GILLIES  AND  MATTHEW  HERPER 


Human  colon  cancer  cells:  the  target 
of  biotech  firms  such  as  Genentech 
and  ImClone  Systems. 


After  a  dreary  2002,  biotechnology  stocks  have  come  back 
to  life.  Earnings  aren't  very  relevant  to  this  early-stage 
industry,  but  there  are  other  reasons  for  the  bull  market:  a 
more  efficient  Food  &  Drug  Administration  and  new  cancer 
therapies.  Mark  Monane,  an  analyst  at  investment  bank  Need- 
ham  &  Co.,  estimates  that  42%  of  the  medicines  currently  being 


developed  are  treatments  for  cancer,  a  disease  that  kills  555,000 
Americans  a  year.  Biotech  companies  are  also  working  on 
promising  therapies  for  cardiovascular  disease  (1  million 
deaths)  and  diabetes,  which  afflicts  18  million.  Ernst  &  Young 
boldly  predicts  that  the  biotechnology  industry  could,  in  2010, 
do  what  it  has  never  done  in  the  aggregate:  Earn  money. 


This  special  report  spotlights  biotech  stocks  and  includes  a  debate  between  analysts  about  one  firm,  Medlmmune.  On  the  last  page: 
a  calendar  of  coming  earnings  releases  from  big  companies  in  many  industries.  For  more  information,  go  to  Forbes.com.      Forbes 
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Who  are  the  tigers  in  your  industry? 

Would  you  count  your  company  among  them? 

At  a  time  when  most  companies  must  work 
even  harder  to  produce  growth,  Accenture  has 
aligned  all  of  its  knowledge  and  resources  to 
help  yof  become,  or  remain,  a  high-performance 
busing  Drawing  upon  vast  experience  with 
leaden  industry,  we  have  identified 

those  sties  that  most  strongly  correlate 

To  learr^J  j^igh-performance  business, 

course,  being  a  tiger 
^e.  But  the  more  solid 
shot. 


Goon.  Be  a  Tiger. 


Halfinriar  Earnings  Highlights 


January  2004 

These  widely  followed  companies  will  soon  report  their  latest  results. 


BHlNTELAnalysts 
i  II   who  follow 
I   Intel,  which  is 
|   expected  to  report 
on  Jan.  14,  are  in 
close  agreement  that  it  will 
report  profits  of  something  like 
78  cents  a  share  for  2003.  For  this 
volatile  business,  2004  is  hard  to  call 

2003  2004 

LOW  $0.75  LOW        $1.06 

MEAN  0.78  MEAN        1.23 

HIGH  0.84  HIGH  1.50 


<* 


I  to  help 
of  14  dents 


APPLE  COMPUTER 

A  flourishing  music 

business  is  supposed 

Apple  deliver  a  profit  of 

a  share  in  the  first  fiscal  quarter 

(ending  Dec.  27,  2003)  versus 

a  loss  of  2  cents  a  year  ago. 

[CmDEEBIEIl 


INTERNATIONAL  BUSINESS 
MACHINES  For  2004,  analysts 
are  expecting  profits  of  $4.88,  a 
14%  gain  over  2003. 


EBAY  In  its  fourth 
quarter  it  is 
expected  to  post 
record  sales  of 
$590  million.  For 
2004,  analysts  expect  revenue 
to  climb  38%  to  $2.9  billion. 

|«:m.T:T.W:MTn 


HARLEY-DAVIDSON 
One-hundred-year-old . 
on  pace  to  ship  a  record 
291,000  motorcycles 
in  2003  and  earn 
$248  per  share.  The 
2004  forecast: 
320,000  Harleys  and 
profits  of  $2.74  per  share. 

(NYSE:  HDI)  1^ 


^  Stock  price 
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FORD  MOTOR 

The  world's 

second-biggest 

automaker  is 

counting  on  new  2005  and  2006 
models  to  get  it  rolling  again.  But  the  eight  analysts 
providing  Ford  sales  estimates  to  Thomson  First  Call  are 
looking  for  automotive  sales  for  all  of  2003  that  are 
$1.8  billion  lower  than  20p2's  $134  billion. 


<*xm> 


SOUTHWEST  AIRLINES  Profits  stiH  elude  most 
of  the  large  carriers— except  for  the  fourth- 
biggest  U.S.  airline,  Southwest. 

(NYSE:  LUV) 


ACTUAL  2002  EPS  $0.30 
EST  2003  EPS  0.37 
EST  2004  EPS     0.58 
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expect  sales  to 


AMAZON.COM 

The  forecast  for 
2003:  sales  of 
$5.2  billion  and  a 
net  of  $254  mil- 
lion, which  would 
be  Amazon's  first 
annual  profit.  For 
2004,  analysts 
igs  52%.  An  amaz- 


ing story— but  what  if  it  had  to  collect  sales  taxes? 


TAIWAN 
SEMICONDUCTOR 

The  world's  largest 
operator  of  chip 
foundries  earned 

16  cents  per 
American 
Depositary 
Receipt  last 
year.  The 
2004  fore- 
cast is 
52  cents. 
12/13/02    12/12/03    KEHSODl 


$15 

Stock  price 
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E^^  CHEVRONTEXACO 
I  Higher  oil  prices  and 
'  M  improved  marketing 
|  and  refining  margins 
are  behind 
ChevronTexaco's  expected 
fourth-quarter  profit 
climb  of 
46%. 


ACTUAL  4TH-QTP,  2002  EPS  $1.00 ^ 
EST  4TH-QTR  2003  EPS    1.46 

rcraaaza 


High  performance.  Delivered} 


Bull& 


DFFREY  PORGES 
JFORDC.  BERNSTEIN 

Good  Call 

med  Vertex  Pharmaceuticals 
3ct  17.  2003.  Stock  fell  39% 
lin  a  month. 
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■  edlmmune's  stock  is  now  off 

■  30%  over  6  months,  but 

I  we  think  the  spread  of  out- 

»es  over  the  next  12  months  is 

ty  skewed  toward  the  upside.  This 
ipany  should  report  full-year  revenue 
billion,  and  it  still  has  a  reason- 
attractive  growth  profile  without 
tfist,  where  the  controversy  is.  We 
ect  growth  in  net  income  of  more 
30%  on  an  adjusted  basis  ir 
)3.  then  35%  in  2004  and  23^iri 
)5.  When  we  model  wtthoy^lunMt,  vW 
le  to  a  $27-to-$35  j«uarV#At  the 
nt  price,  investormre  gerrTng  what- 
FluMist  is  worth  e*entially  for  free. 
KeeAin  mindj^re  news  about  the 
current  flu  shot.  Since 
f  is"a  liveT  vaccine,  there's  a  good 
ce  that  it  provides  reasonable 
tection  against  strains  not  effectively 
intered  by  the  injectable  vaccine.  The 
npany  should  be  able  to  get  FluMist's 
nch  back  on  track. 

Aedlmmune's  stock  price 


ynagis  (to  fight  vi 
d  radiation  trr 
g,  FluMist,  a  live  flu  vaccine  delivered  t 
i  of  the  shortage  of  injectable  vaccir 


tat 


Turned  bearish  on 

Medlmmune  at  $36  in  April  2003. 

Stock  dipped  to  $23  seven 

months  later. 


ere  win  oe  a  o 

in  the  short  ter 

I    investors  or  analysts  have  fully  real- 

ed  the  extent  of  the  disappointment  with 

uMist.  We  predicted  for  over  a  year  that 

le  launch  of  the  drug  would  disappoint, 

id  I  think  that  salvation  for  it  is  unlikely. 

-veyed  more  than  300  doctors  and 

lacies  stocking  the  vaccine  this 

ason,  and  many  don't  like  it,  telling  us 

;  costly,  inconvenient  and  has  limited 

mbursement. 

We  predict  that  FluMist's  costs  will 

exceed  revenues  until  the  drug  gets  an 

expanded  label  [approval  for  more  patients  to 

ive  the  drug]  in  2006  or  2007  and  that 

then  it  will  create  a  drag  on  earnings. 

Medlmmune  has  a  P/E  that's  higher  than 

nedian  of  its  peer  group,  but  our  estimate 

at  its  growth  rate  is  about  half  that  of  the 

techs,  it  has  a  great  drug,  Synagis,  to  fight 

it  respiratory  disease,  but  that's  growing 

10%.  When  you  factor  in  no 

...-line  contribution  from  FluMist,  its 

rent  P/E  of  37  is  way  too  high. 
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i  or  more  of  Medlmmune.  Lazard  trades  r 


disease  in  high-risk  infants),  Ethyol  (to  reduce  side  effects 
»Gam  (to  prevent  viral  infection  after  an  organ  transplant).  Its 
;  gotten  off  to  a  slow  start  but  has  generated  a  lot  of  interest 
flafactured  more  than  4  million  FluMist  doses  for  this  flu  season. 
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r  you  to  improve  your  game? 
Or  is  it  your  goal  to  change  the  game  itself? 
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High  pe. . 

the  peak,  but  for  stayingthere.  To  see  how  we  help 

high-performance  businesses  innovate,  adapt  and 
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Predatory  Lawmaking 

The  pols  want  to  stop  predatory  lending  by  going  after  investors. 

Huh?  BY  IRA  CARNAHAN 


UUST  42%  OF  FAMILIES  IN  OAK- 
land,  Calif,  own  their  own 
homes,  far  below  the  national 
average  of  68°o.  So  what  have 
Oakland  city  councillors  done 
o  promote  homeownership?  Passed  a 
law  that  will  make  it  even  tougher  for 
amilies  there  to  borrow  to  buy  a  house. 
A  couple  dozen  states  and  perhaps 
ten  cities  have  legislated  against  "preda- 
torv  lending" — defined  generally  as  lend- 
ing that's  unfair  to  borrowers.  A  handful, 
including  Oakland  and  Los 
Angeles,  have  targeted  not 
just  mortgage  lenders 
and  brokers  who 
engage  in  dubious 
practices  but  also 
investors  who  buv 


securities  backed  by  even  a  single  mort- 
gage later  deemed  predatory. 

.  The  key  is  an  obscure  provision 
known  as  "unlimited  assignee  liability." 
It  puts  investors  in  mortgage-backed 
bonds  on  the  legal  hook  for  misdeeds  by 
lenders  and  mortgage  brokers.  The  Oak- 
land and  Los  Angeles  laws,  two  of  the 
most  sweeping,  haven't  taken  effect — 
pending  a  decision  by  the  California 
Supreme  Court  on  a  challenge  by  the 
American  Financial  Services  Association, 
a  lenders'  group.  In  September  a  state 
appeals  court  ruled  unanimously  against 
the  lenders. 

Would-be  borrowers  had  better  hope 
the  state's  high  court  sees  it  differently. 
Standard  &  Poor's  and  Fitch,  which  rate 


mortgage-backed  securities  before 
they're  sold  to  investors,  say  they  won't 
rate  mortgages  covered  under  Oakland's 
ordinance  (and  some  under  Los 
Angeles')  because  the  risk  to  investors  is 
impossible  to  quantify.  And  without  rat- 
ings from  the  credit  agencies,  the  mort- 
gages would  effectively  be  barred  from 
the  secondary  market  that  absorbs  most 
prime  and  subprime  loans.  Sure,  lenders 
might  still  make  some  loans  to  hold  for 
their  own  portfolios.  But  rates  would  be 
less  competitive. 

Alarmist?  Last  year  a  new  Georgia 
predatory-lending  law  that  included 
unlimited  assignee  liability  led 
to  the  withdrawal  of  at  least 
40  mortgage  lenders  and  a 
dramatic  reduction  in  sub- 
prime  credit.  Within  five 
months  the  Georgia  legislature 
was  forced  to  amend  the  law. 
So  why  would  the  California 
pols  pass  such  a  massive  expansion  of 
liability?  They  want  to  force  investors 
and  their  agents  to  act  as  policemen 
against  predatory  lenders  and  to  provide 
plaintiff  lawyers  with  deep-pocketed  tar- 
gets for  predatory-lending  suits.  Other- 
wise, they  say,  shady  lenders  and  brokers 
can  disappear  or  declare  bankruptcy,  and 
their  victims  have  no  one  to  recover  from. 
Argues  Oakland  Deputy  City  Attorney 
Daniel  Rossi,  "Without  assignee  liability 
of  some  kind,  the  regulations  really  have 
no  teeth."  He  acknowledges,  though,  that 
the  law  will  probably  have  to  be 
narrowed. 

What  makes  all  this  even  scarier  is 
that  many  advocates  of  the  new  laws  use 
an  expansive  definition  of  predatory 
lending  that  classifies  as  evil  a  mortgage 
with  high  interest  rates  or  fees,  a  pre- 
payment penaltv  or  even  a  provision 
requiring  arbitration.  A  far-reaching  law 
is  a  terrific  idea,  from  the  point  of  view 
of  the  borrower,  except  for  one  thing:  If 
you  try  to  reach  too  deep  into  investors' 
pockets,  the  pockets  may  disappear.    F 
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BUY  GERMAN 

Worth  a  combined  $26.5  billion  by 
our  last  count,  Theo  Albrecht  and 
his  brother,  Karl,  don't  really  need 
the  extra  money.  The  German  broth- 
ers placed  third  on  Forbes'  2003 
billionaires  list.  But  turns  out  Theo's 
benefiting  quite  nicely  from  the 
three-month-old  strike  by  75,000 
supermarket  clerks  in  California. 
He  owns  the  Trader  Joe's  chain  of 
gourmet  grocers.  Analysts  guess  its 
74  stores  in  California  have 
registered  a  30%  rise  in  sales  with 
the  strike. 

The  brothers'  main  source  of 
wealth  is  Aldi,  a  chain  of  discount 
supermarkets  in  Germany  and  ten 
other  countries.  Theo  bought  Trader 
Joe's  in  1977.  Last  year  its  200  U.S. 
stores  sold  an  estimated  $2.1  billion 
of  goods.  Management  has  kept  the 
chain  nonunion  by  treating  its  work- 
ers well.  A  union  cashier  at  Safeway 
or  Albertsons  earns  up  to  $1790  an 
hour,  compared  with  as  much  as  $21 
an  hour  for  a  worker  at  Trader  Joe's. 
And  while  supermarket  powers 
Albertsons,  Kroger  and  Safeway  are 
seeking  to  reduce  health  insurance 
and  pension  benefits,  Trader  Joe's 
has  held  steady. 

—Heidi  Brown 
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GM  has  a  surprise  for  its  detractors:  Those  foreign 
entanglements  are  starting  to  pay  off.  by  joann  muller 


WHEN  GENERAL  MOTORS 
bought  up  parts  of  bank- 
rupt Daewoo  Motor  in 
October  2002  you  could 
almost  hear  the  derisive 
laughter  around  the  world.  The  Korean 
carmaker  was  a  disaster.  Its  market  share 
at  home  had  fallen  by  half,  to  10%. 
Unions  were  growing  more  militant  by 
the  day,  and  elsewhere  around  the  world 
the  Daewoo  brand  had  faded  into  obscu- 
s    rity.  Here  was  another  sill\  GM  alliance. 

GM  executives  hunkered  down.  They 
*  were  looking  at  Daewoo  as  a  modest 
%  gamble,  a  way  to  sell  souk  cars  to  Kore- 
:   ans  and  little  more.  But  globalism  can 


exert  a  mighty  pull.  Soon  GM  injected 
Daewoo  with  grander  ambitions,  as  a 
base  for  exports  throughout  Asia,  espe- 
cially the  booming  Chinese  market. 

Today  Daewoo's  factories,  which  had 
produced  so  few  cars  they  turned  down 
the  thermostat,  have  now  doubled  their 
capacity  utilization.  Vehicles  made  at 
Daewoo  factories  are  being  exported  to 
GM-related  companies  in  120  countries 
in  Asia,  Europe  and  North  America.  The 
Daewoo  brand  may  he  long  gone  in  the 
U.S.,  but  Daewoo-built  cars  are  sold  here 


No  laughing  matter  now:  The  GM  Daewoo 
planl  in  Gunsan.  Korea. 
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Saab 


Isiizu 

CURRENT  STAKE:  12% 
TOTAL  INVESTMENT: 
$1.2  bil 

ATTRACTION:  commercial 
trucks,  diesel  engines 
RESULT:  GM  boosted  stake 
to  49%  in  1999  but  wrote 
off  entire  investment 
in  2001.  GM  put  in 
$500  million  more  in 
2002  to  get  control  of 
diesel  operations. 


Daewoo 

CURRENT  STAKE:  44.6% 
TOTAL  INVESTMENT: 
$251  mil 

ATTRACTION:  access  to 
Korea,  small  cars  for 
export  to  Asia  and  Europe 
RESULT:  GM  bought 
certain  assets  in  2002. 
It's  the  centerpiece  of 
GM's  small-car  strategy 
around  the  world. 


Suzuki 


CURRENT  STAKE:  50% 
TOTAL  INVESTMENT:  NA 
ATTRACTION:  early  access  to 
Chinese  market  (1997) 
RESULT:  $1.5  billion  joint  venture 
with  Shanghai  Automotive 
Industry  Corp.  produces  Buicks 
and,  soon,  Cadillacs;  GM's 
early  entry  to  China  makes  it 
No.  2,  behind  VW. 


Fiat  Auto 
Holdings 


CURRENT  STAKE:  10% 
TOTAL  INVESTMENT:  $2.4  bil 
ATTRACTION:  purchasing 
synergies,  powertrains 
RESULT:  Fiat's  been  a  disaster 
— GM  wrote  down  the  value  of 
its  stake  to  only  $220  million. 


CURRENT  STAKE:  20% 
TOTAL  INVESTMENT:  $839  mil 
ATTRACTION:  minicars,  diesel 
engines,  joint  plant  in  Canada 
RESULT:  Affiliated  since  1981. 
Biggest  help  has  been  in 
South  America,  but  soon 
Suzuki  will  play  key  role  in 
Asia.  North  America. 


CURRENT  STAKE:  100% 
TOTAL  INVESTMENT:  $125  mil* 
ATTRACTION:  luxury  brand  with 
European  panache 
RESULT:  GM  bought  the  half  it 
didn't  own  in  2000.  Starved 
for  product,  Saab  has  lost 
money  in  all  but  two  of  the 
last  ten  years. 

Fuji  Heavy 
Industries 

CURRENT  STAKE:  20% 
TOTAL  INVESTMENT: 
$1.3  bil 

ATTRACTION:  all-wheel  drive, 
transmissions,  small  SUVs 
RESULT:  GM  bought  stake 
in  2000.  Now  Subaru  will 
share  chassis  with  Saab. 


Jinbei  GM 
Automotive  Co^ 

CURRENT  STAKE:  50% 
TOTAL  INVESTMENT:  NA 
ATTRACTION:  pickups  and  SUVs 
RESULT:  $230  million  joint 
venture  with  various  Chinese 
partners  produces  Chevy 
Blazer  SUVs;  wrong  product 
for  emerging  market— sales 
are  disappointing. 


AvtoVAZ 


CURRENT  STAKE:  41.5% 
TOTAL  INVESTMENT:  $100  mil 
ATTRACTION:  Chevy  SUVs 
RESULT:  Joint  venture  with 
Russian  automaker; 
production  started  in  2002, 
full  capacity  by  2004. 


as  the  Chevrolet  Aveo,  the  Suzuki 
Forenza  and  the  Suzuki  Verona.  In  China 
and  other  parts  of  the  world  Daewoo- 
designed  cars  are  sold  under  several 
names:  Daewoo,  Buick,  Chevrolet  and 
Suzuki.  GM  Daewoo  Auto  &  Technology- 
is  expected  to  produce  800,000  vehicles 
in  2004  and  post  a  profit  by  2005. 

The  Asian  outpost  was  a  bargain.  GM 
picked  it  up  for  a  $250  million  equity 
investment. 

GM's  quest  for  global  synergies  got 
off  to  a  rocky  start,  and  it  wrote  off  most 
of  the  $3  billion  it  put  into  Fiat  (where 
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a  recapitalization  has  shrunk  GM's  stake 
from  20%  to  10%)  and  Isuzu  (where  it 
later  pumped  in  another  $500  million). 
But  now,  after  years  of  benign  neglect, 
GM  is  putting  the  pieces  together,  tap- 
ping the  engineering,  manufacturing 
and  distribution  resources  of  its  global 
partners.  Saabs  will  be  made  in  Japan, 
for  example;  Pontiac  GTOs,  in  Australia. 
The  strategy  !  as  the  potential  to  save  bil- 
lions of  dollars,  dramatically  speed  up 
product  development  and  give  GM  an 
edge  in  emerging  markets. 

Go  global  or  get  slammed.  "Your 


competitor  isn't  just  across  the  street 
anymore,"  says  GM  Chief  Executive 
G.  Richard  Wagoner.  "It's  from  Korea, 
from  Japan,  from  Europe.  So  I  think 
it's  required  everyone  to  elevate 
their  game." 

For  years  GM  operated  as  a  loose  fed- 
eration, in  which  Opel  in  Europe  and 
Holden  in  Australia  each  had  their  own 
product  development  and  assembly 
operations,  separate  from  North  Amer- 
ica. Now  duplicate  engineering  efforts 
and  factories  running  at  less  than  full 
capacity  are  a  luxury  GM  can't  afford. 
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funeral  Motors 

Globalism  does  not,  however,  mean 
that  cars  have  to  look  identical  across 
the  globe.  The  designs  are  different,  but 
the  underbody  components  are  the 
same  and  are  pieced  together  in 
the  same  manner.  Just  as  impor- 
tant, GM  is  overhauling  its  fac- 
tories around  the  world  to  equip 
them  with  flexible  machinery 
that  can  be  programmed  to 
build  several  different  models. 
Down  the  road,  that  will  give 
GM  the  efficiency  and  flexibility 
to  do  what  once  seemed 
unimaginable:  building  Saabs, 
for  instance,  at  an  underutilized 
Chevy  factory  in  the  U.S. 

"This  is  a  big-hat  vision," 
says  Wagoner,  who  concedes  it 
will  be  years  before  GM  reaps  the 
full  financial  benefits.  "I  don't 
want  to  oversell  that  it's  going 
to  drive  the  margins  of  the  com- 
pany '4-X'  next  year.  It's  going  to 
take  some  time  for  it  to  play 
out."  But  even  in  its  early  stages 
Wagoner's  "one  GM"  strategy 
has  already  produced  hundreds 
of  millions  of  dollars  in  savings. 

The  new  Pontiac  GTO,  for 
instance,  is  derived  from  the 
sporty  Monaro  coupe  made  by 
GM's  Australian  subsidiary, 
Holden.  It  would  have  cost  GM 
$600  million  to  $800  million  to 
develop  a  new  GTO  in  the  U.  S., 
including  factory  tooling, 
according  to  GM  Vice  Chair- 
man Robert  Lutz.  That's 
impractical  for  a  niche  car  that  will  sell 
only  about  18,000  copies.  By  using  the 
Holden  Monaro's  underpinnings,  and 
building  the  car  in  Australia,  Lutz  says 
GM  spent  only  $100  million. 

Simply  slapping  the  GTO  badge  onto 
the  Monaro  wouldn't  do,  especially  since 
the  original  GTO  of  the  1960s  had  such  a 
strong  muscle-car  heritage  in  the  U.S. 
And  it  would  only  duplicate  a  mistake 
GM  made  in  the  old  days  with  its  "badge 
engineering."  A  Chevrolet  would 
new  badge — a  different  hood  ornai  i . 
that  is — and  be  sold  as  a  Buick  with  a 
higher  price  tdg.  Buick  customers  felt 
rooked. 
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This  time  around  the  engineers  put 
a  350hp  Corvette  V8  under  the  GTO 
hood  and  designed  a  new  exhaust  sys- 
tem that  would  closely  match  the 


Globalism  does  not  mean 
that  cars  have  to  look 
identical  across  the  globe. 

The  designs  are  different. 


throaty  growl  of  the  original.  That  and 
other  design  changes  were  worked  out 
in  virtual  reality  laboratories  that 
allowed  engineers  and  designers  on  two 
continents  to  discuss  the  car  as  if  they 
were  in  the  same  room. 

For  some  of  GM's  global  partners 

collaboration  is  not  only  a  cost-saver — 

it's  a  way  to  save  a  brand  that  otherwise 

might  die  off.  That's  true  at  Saab.  In 

000  GM  spent  $125  million  to  buy 

the  half  of  Saab  it  didn't  already  own.  It 

been  a  good  deal  so  far.  Saab  has 

oney  in  eight  of  the  last  ten  years, 

,\n  estimated  $500  million  in 

compam  s  9-5  and  9-3  models 


account    for    just    131,000    vehicle 
per  year. 

But  now  GM's  alliances  are  bein 
activated.  Facing  competition  fror. 
BMW,  Audi  and  Mercedes  in  th 
premium  small-car  marke' 
Saab  Chief  Executive  Pete 
Augustsson  needed  a  ne\ 
model  and  turned  to  anothe 
GM  partner,  Fuji  Heavy  Indus 
tries,  maker  of  Subaru  four 
wheel-drive  cars.  (GM  owns 
20%  stake  in  Fuji.)  Afte 
months  of  discussions,  nudge 
along  by  Lutz,  the  collaboratio 
resulted  in  the  Saab  9-2X, 
sporty,  high-performanc 
wagon  based  on  the  underpin 
nings  of  Subaru's  Imprez 
compact  and  its  high-perfor 
mance  cousin,  the  WRX. 

The  9-2X  was  developed  i 
record  time — 15  months — fd 
about  a  fifth  of  the  $750  mil 
lion  or  more  cost  of  developin 
a  new  car  from  scratch.  Th 
Swedish  car  will  be  built  in 
Subaru  factory  in  Japan  an 
shipped  to  the  U.S.  starting  i 
July,  with  a  likely  price  tag  c 
around  $25,000. 

Is  GM  putting  Saab's  quirk 
brand  heritage  on  the  line  in  it 
drive  for  global  efficiencies 
The  taunts  are  already  comin 
in  from  the  peanut  galler 
about  the  "Saabaru."  Wait  unt 
the  purists  see  the  Saab  9-7X, 
sport  utility  derived  from  GM 
ubiquitous  Chevy  TrailBlazer  chassis. 
Lutz,  a  former  Marine  pilot  who  sti 
flies  his  World  War  II-era  fighter  jet,  us< 
a  flying  analogy:  "If  my  airplane's  o 
fire,  I  know  that  by  staying  in  the  aii 
plane  I'm  definitely  going  to  di< 
Whereas,  if  I  fire  myself  out  in  the  ejec 
tion  seat,  I  may  die.  Well,  'may  die'  beat 
certain  death  anytime." 

Lutz  says  that  Saab  engineers  wer 
careful  to  tune  the  new  models  to  mimi 
the  road  manners  and  fun-to-driv 
characteristics  of  Saabs.  "Nobody  wi 
recognize  it  as  a  Subaru,"  he  says. 

That's  good  news  for  Saab  but  nc 
necessarily  for  Subaru,  which  has  bee 
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Rflnfiral  Motors 


trying  to  inject  more  excitement  into  its 
own  brand.  The  turbocharged  Subaru 
WRX  has  been  a  smash  hit,  attracting 
younger  male  buyers  to  a  practical  brand 
most  popular  with  snowbound  families. 
Now  Subaru's  most  exciting  car  may  be 
competing  against  a  Saab.  Saab  officials 
insist  the  9-2X  and  WRX  will  attract  dif- 
ferent buyers. 

Under  the  new  "one  GM"  strategy 
each  operating  region  will  serve  as  a 
"homeroom,"  or  center  of  expertise,  for 
a  particular  family  of  vehicles  or  pow- 
ertrains.  So,  for  instance,  Holden  is 
developing  a  chassis  that  will  be  the  basis 
for  a  range  of  large  rear- wheel-drive  cars 
and  all-wheel-drive  crossover  utility 
vehicles.  This  new  generation  of  vehicles 
will  be  marketed  under  multiple  brands 
around  the  world  starting  in  2007. 

Lutz  says  other  homerooms  haven't 
been  assigned  yet,  but  GM's  new 
Daewoo  joint  venture  seems  a  shoo- 
in  as  the  focal  point  for  small-car 
development. 

Even, where  it  has  lost  a  bundle,  GM 
has  managed  to  mine  a  few  nuggets.  The 
diesel  engines  it  gets  from  Isuzu  and 
Fiat,  for  example,  have  quickly  strength- 
ened GM's  position  in  heavy-duty  pick- 
ups in  the  U.S.  and  passenger  cars  in 
Europe.  And  its  purchasing  joint  ven- 
ture with  Fiat  has  reportedly  saved  the 
companies  more  than  $860  million  on 
commodities  like  batteries  and  tires 
through  the  first  half  of  last  year.  "So  far 


"Let's  be  honest. 
Part  of  this  is  working 
with  each  other, 

getting  to  know 
each  other." 

it's  been  an  expensive  venture,  but  not  a 
bloodbath,"  Merrill  Lynch  analyst  John 
Casesa  says  of  the  Fiat  deal. 

GM's  investment  in  Japan's  Suzuki 
Motors  may  finally  pay  off.  GM  first 


bought  a  3%  stake  in  1981  when  Japan 
ese  carmakers  were  seen  as  more  effi 
cient.  In  the  last  five  years  it  has  pumped 
in  another  $839  million  for  a  20%  stake 
today.  Vehicles  made  at  a  joint  venture 
in  Canada  haven't  sold  particularly  well, 
but  GM  has  made  a  lot  of  money  selling 
rebadged  Suzukis  in  South  America; 
"They  are  the  world  icon  in  minicars,' 
says  Wagoner.  Suzuki  invested  alon^ 
with  GM  in  Daewoo  and  in  China,  and 
Wagoner  hints  that  the  two  will  soon  be 
working  closely  together  in  emerging 
markets. 

Such  relationships  take  time  tc 
build,  Wagoner  says  of  GM's  globa 
alliances.  "The  pieces  have  come  ir 
gradually,"  he  says  candidly.  "Some  o! 
this  is  Russian  history.  Oh,  now  we're 
looking  back — isn't  it  smart  to  buy 
Suzuki,  given  the  rapid  growth  of  mini-i 
cars?  Well,  I'm  not  sure  we  were  reall) 
thinking  of  that  in  1980,  but  okay,  weT 
say  it  because  it  makes  us  look  smart' 
But  let's  be  honest.  Part  of  this  is  work-i 
ing  with  each  other,  getting  to  know 
each  other,  going  through  some  misses 
in  addition  to  the  hits." 

GM  has  tried  similar  going-globa 
strategies  in  the  past.  Remember  the 
mediocre  Cadillac  Catera  and  Saturr 
L-series,  both  jointly  developed  with 
Germany's  Opel?  GM  can  only  hope  thi: 
time  will  be  different.  ¥ 


Additional  reporting  by  Robyn  Meredith. 


The  China  Connection 


Eight  years  ago  GM  scuttled  its  first  joint  venture  in  China 
because  it  was  such  a  miserable  failure.  Undaunted,  the 
Chinese  government  insisted  GM  try  again.  Build  Buicks— 
this  in  a  country  with  a  per  capita  income  of  a  few  hundred  dol- 
lars a  year.  GM  was  urged  to  put  up  a  state-of-the-art  factory  in 
Shanghai. 

And  so  GM  committed  to  a  $1.5  billion  fling.  A  skeptic  would 
have  said  that  the  company  had  been  shanghaied. 

Today  building  the  factory  looks  like  a  smart  move  While  only 
0.1%  of  the  Chinese  have  been  able  to  trade  in  their  bicycles  for 
cars,  that  still  makes  for  a  market  worth  going  after— something 
more  than  I  million  cars  a  year.  China  has  passed  Germany  to  be- 
come the  third-largest  auto  market  in  the  world,  after  ^he  U.S. 
and  Japan. 
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That's  not  to  say  GM  hasn't  made  some  wrong  turns.  Even  as 
the  Shanghai  factory  runs  on  three  shifts,  its  first  joint  venture 
in  the  rust  belt  city  of  Shenyang  remains  a  morass.  It  turns  out 
that  the  Chinese  think  that  pickup  trucks  and  SUVs  are  for  farm- 
ers. Those  who  can  afford  to  spend  $20,000  on  a  vehicle  in 
China  try  hard  not  to  look  like  peasants. 

For  now  GM  has  no  plans  to  export  its  China-made  vehicles 
elsewhere  because  of  strong  domestic  demand.  "In  the  next  ten 
years  I  won't  be  able  to  export,"  says  Philip  Murtaugh,  chief  ex- 
ecutive of  GM's  China  Group.  At  the  moment  he  wouldn't  want 
to:  High  Chinese  materials  costs  make  it  5%  more  expensive  to 
build  Buicks  in  Shanghai  than  Detroit,  despite  $l00-a-week 
wages.  —Robyn  Mereditl 
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It's  not  an  abstract  concept. 
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Energy  is  a  very  real  thing,  created  by  real  people  focused  on  the  needs  of  real  businesses. 
And  that's  why  choosing  Constellation  as  your  energy  partner  can  give  you  a  real  advantage. 
We  offer  the  experience,  the  knowledge  and  the  vision  necessary  to  provide  tangible  results. 
To  learn  more,  visit  constellation.com. 
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Near-Death 
Experience 


CIT  Group  barely  survived  the  Tyco  disaster.  After  clawing 
its  way  back,  it's  hungry  for  new  business  I  by  daniel  kruger 


Survivors: 
Jeffrey  Peek  and 
Albert  Gamper.  I 


ALBERT  GAMPER  WON'T  SOON 
forget  the  hastily  called  meeting 
with  his  then-boss,  L.  Dennis 
Kozlowski.  As  head  of  CIT 
Group,  the  commercial  and 
consumer  finance  giant,  Gamper  had  been 
summoned,  along  with  all  Tyco  division 
heads,  to  the  Boca  Raton,  Fla  offices  to 
hear  Kozlowski's  plan  to  carve  up  the 
company  into  four  pieces  in  ordei  toboosl 
the  share  price.  It  was  January  201  ',  seven 
months  after  Tyco  had  spent  $9.2 
to  buy  CIT,  and  now  it  planned  to  spin  il 
off.  Gamper  spoke  up.  Hadn't  Kozlowski 
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touted  Tyco's  supposed  synergies  for 
years?  Wouldn't  the  sudden  about-face 
scare  the  markets?  But  Kozlowski  had 
made  up  his  mind.  "He  said,  'Yes,  this  is 
the  best  thing  for  shareholders.'" 

If  only.  Still,  the  proposed  selloff 
turned  out  to  be  the  least  of  CIT's  prob- 
lems. In  the  last  two  years  the  company 
has  had  to  dig  itself  out  from  under 
Tyco's  collapse  and  scandal;  draw  down 
its  entire  credit  line,  risking  the  confi- 
dence of  its  clients  and  creditors;  take  a 
•  billion  writedown  for  goodwill; 
uild  back  its  reputation  and  its  busi- 


* 


nesses  in  factoring  (buying  receivables 
airplane  leasing,  debtor-in-possessio 
lending,  consumer  financing,  equipmei 
leasing,  small-company  loans.  "We  can 
out  of  Tyco  stronger  than  when  we  wei 
in,"  insists  Gamper,  a  43-year  veteran  ■ 
CIT  and  of  its  previous  owner,  Manufa 
turers  Hanover.  That's  exactly  what  you 
expect  him  to  say. 

In  any  event,  CIT  is  back.  It  earne 
$412  million  on  revenue  of  $2.5  billion  f< 
the  first  nine  months  of  2003,  compart 
with  a  loss  of  $6.9  billion  on  $2.8  billic 
during  the  comparable  period  a  year  ea  , 


Performing  on  the  highest  stage  takes  a  lifetime  of  commitment. 
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MARSICO 

.FUNDS 

)ing  you  appreciate  life- 


Overall  Morningstar  Ratings ,  based 
on  risk-adjusted  performance,  as  of 

Marsico  Focus  Fund    *  *  *  * 

1 1/30/03:  Among  949  U.S.-domiciled 
Large  Growth  Funds  and  163  U.S.- 

Marsico  Growth  Fund    ***** 

domiciled  roreign  Large  browth  Funds 
(International  Opportunities  Fund).' 

Marsico  21st  Century  Fund 

A-**** 

Marsico  International  Opportunities  Fund    *  *  *  *  * 

-. 

Reflecting-  our  commftment  to  excellence,  all  Marsico  Funds  have  received  5-Star 
or  4-Star  Overall  Morningstar  Ratings™.  For  more  complete  information  about 
Marsico.  Funds,  including  fees-  and  expenses,  call  888-860-8686  or  visit 
marsicofunds.com  for  a.  prospectus.  Please  read  it  carefully  before  investing. 
Mutual  fund  investing  involves  risks,  including  the  possible  loss  of  principal. 


Overall  Morningstar  Rating™  for  a  fund  is  derived  from  a  weighted  average  of  the  performance  figures  associated  with  its  three-,  five-,  and  ten-year 
aplicable)  Morningstar  Rating™  metrics. 

ings  are  historical  and  are  not  indicative  of  future  resi  nds' :  urrent  performance,  call  888-860-8686  or  visit  wwvv.marsicofunds.com.  For  each  fund  with 

ast  a  three-year  history,  Morningstar  calculates  a  base    nn  a  Morningstar  Risk-Adjusted  Return  measure  that  accounts  for  variation  in  a  fund's  monthly 

xmance  (including  the  effects  of  sales  charges,  load:  ;^c;ng  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The 

0%  of  funds  in  each  category  receive  5  stars  the  next  he  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  1 0%  receive  I 

(Each  share  class  is  counted  as  a  fraction  of  on-:  his                             irately,  which  may  cause  slight  variations  in  the  distribution  percentages.)  The  Marsico 

s  (Focus  Fund,  Growth  Fund,  21st  Century  Fund  ::  i;d|  each  received  5  stars  for  the  3-year  period  that  ended  1 1/30/03  and  4  stars 

js  Fundi  and  5  stars  (Growth  Fund],  respectively    <  >                                :  /30/03.  The  Marsico  Focus  and  Growth  Funds  were  rated  among  949  and  61 1 

■domiciled  Large  Growth  Funds  for  the  3-year  ar  '■'-''  03,  and  the  2 1  st  Century  and  International  Opportunities  Funds  were  rated  among 

U.S.-domiciled  Large  Growth  Funds  and  163  L  ■    :cr  the  3-year  period  that  ended  1 1/30/C3,  respectively.  The  principal  value 

investment  return  of  an  investment  will  fluctuate  -    •<-  .-deemed,  may  be  worth  more  or  less  than  their  original  cost.  ©2004  Morningstar,  Inc. 

ights  Reserved.  The  information  contained  hei  '"   and/or  its  content  providers;  |2|  may  not  be  copied  or  distributed;  and  (3)  is  not 

anted  to  be  accurate,  complete  or  timely.  Neit-     -  *:                       are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 
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CIT  Group 


Her.  One  big  factor  in  the  turnaround  is 
the  shrinking  of  credit  losses  to  1 .2%  of 
outstanding  loans,  down  from  2%  in 
2002.  Clients  are  telling  CIT,  "Now  that 
you're  out  of  Tyco — and  if  you're  for 
real — we'd  like  to  do  more  business  with 
you,"  says  Jeffrey  M.  Peek,  CIT's  new  pres- 
ident. Peek  is  slated  to  take  over  from 
Gamper  sometime  in  2004. 

Things  looked  a  lot  grimmer  when 
Gamper  returned  from  Boca.  After  Tyco's 
stock  and  bonds  plunged,  Standard  & 
Poor's  downgraded  CIT,  as  well.  It's  cur- 
rently A-rated  for  unsecured  debt.  That 
event,  plus  the  panic  over  Enron's  demise, 
spooked  investors,  making  it  nearly 
impossible  for  the  company  to  roll  over 
$8.5  billion  in  debt  that  was  coming  due. 
Being  locked  out  of  the  commercial-paper 
market  was  like  being  deprived  of  oxygen 
for  an  outfit  like  CIT,  which  borrows  short 
and  lends  long  at  higher  rates. 

So  Gamper  and  Joseph  Leone,  his 
chief  financial  officer,  sat  down  with  their 
investment  bankers  to  figure  something 
out.  "Every  meeting  we  had  was  tough, 
with  an  edge;  every  investor  was  nervous," 
recalls  Leone.  There  were  no  good 
options.  Drawing  down  its  entire  credit 
line  of  $8.5  billion  seemed  like  a  bad 
omen:  No  financial  company  had  ever 
done  so  and  survived.  Tapping  into  half 
the  available  funds  and  coming  up  with 
the  rest  by  securitizing  incoming  loans 
would  look  just  as  bad.  After  20  minutes 
of  debate  Gamper  decided  on  option  one. 

While  the  news  seemed  to  placate  most 
bondholders,  the  climate  of  fear  didn't  lift 
for  some  time.  One  creditor  called 
demanding  to  be  paid  back  early.  Gam- 
per's  crew  told  him  to  buzz  off  and  said 


^Wlio's  HoldinglhELBag 

The  leaders  in  factoring— buying  and  selling  receivables, 


he'd  get  his  money  on  time.  Gradually, 
thanks  to  continuing  deals  with  old  clients 
like  Dell  Financial  Services  (consumer 
financing)  and  Avaya  (small-company 
accounts),  CIT's  business  solidified  again. 
Then,  suddenly,  more  trouble.  In  June 
2002  Gamper  got  a  call  at  home  from 
Tyco  finance  chief  Mark  Swartz.  "Are  you 
sitting  or  standing,  because  I  think  you'd 
better  sit,"  he  told  Gamper.  Kozlowski  was 
being  booked  on  charges  of  evading  sales 
taxes  on  oil  paintings.  So  much  for  CIT's 
hopes  of  getting  easily  unhitched.  "When 
the  CEO  of  a  company  gets  arrested,  it's 


on  selling  off  most  of  the  debt  because  o 
the  risk  in  holding  it.  Once  on  the  lend 
ing  team,  Russo,  like  the  others  involved 
would  have  only  three  or  four  days  to  fig 
ure  out  which  United  assets  could  serve  a: 
acceptable  collateral  to  the  banks  tha 
would  buy  United's  new  loans. 

For  those  four  days  Russo,  lawyers  anc 
experts  in  distressed  lending  and  airplan< 
leasing  camped  out  among  stacks  o 
papers,  starting  with  appraisals  of,  say,  th< 
value  of  United's  spare-parts  inventories 
Periodically  appraisers  would  call  in  fron 
the  field  with  new  numbers.  CIT  also  hac 


"Every  meeting  we  had  was  tough,  with 
an  edge;  every  investor  was  nervous." 


from  paper  and  newsprint  to  clothing  and  cars 
$  billions 
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Sources:  CSFB;  Forbes  estimates. 
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pretty  hard  to  tell  a  board  'I  want  to  buy 
one  of  their  big  subsidiaries,'"  Gamper, 
61,  deadpans.  Expectations  of  what  CIT 
might  fetch  in  a  public  offering,  initially 
$7  billion,  began  to  melt.  Three  weeks 
later  Tyco  raised  $4.6  billion  selling  CIT, 
half  of  what  it  had  paid  a  year  earlier. 

Being  free  of  Tyco  was  one  thing.  But 
CIT — founded  in  1908  and  the  first  com- 
pany to  offer  auto  financing — still  had 
to  prove  itself  all  over  again  in  the 
markets.  That  opportunity  came  when 
United  Airlines  sought  $1.2  billion  of 
debtor-in-possession  financing  after 
filing  for  Chapter  1 1  in  December  2002, 
the  largest  bankruptcy  in  airline  history. 
The  carrier's  future  looked  bleak;  travel 
agents  who  didn't  want  to  pay  for  flights 
that  might  never  take  off  weren't 
booking.  Burning  cash  fast,  United  was 
down  to  less  than  $800  million,  enough 
to  last  just  a  few  weeks. 

In  stepped  Victor 
Russo,  head  of  CIT's 
business  credit  unit. 
With  Gamper's  assur- 
ance he  could  tap  into 
$300  million,  Russo 
approached  Bank  One, 
J.  P.  Morgan  Chase  and 
Citigroup,  die  joint  lead 
managers  on  the  loan. 
CIT  wanted  to  under- 
write the  loan  for  the 
fees  (an  estimated  $5 
million),  but  insisted 
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to  gather  evidence  to  persuade  the  othet 
banks  that  the  lessors  of  United's  flee 
would  not  scuttle  it,  that  customers  would 
be  willing  to  fly  a  bankrupt  carrier,  tha. 
the  unions  (who  were  unwilling  to  taki 
pay  cuts)  now  understood,  in  Russo' 
words,  "you  can  win  the  battle  and  los<* 
the  war."  Putting  the  airline  over  the  top 
Russo  figured,  was  its  hard-to-appraisi 
but  valuable  international  routes.  These 
had  scarcity  value  even  in  a  weak  market 
CIT  sold  off  $200  million  of  the  loan  to  1! 
different  banks,  holding  on  to  the  rest.  I 
proved  a  fair  bet;  UAL  is  close  to  emerginj 
from  bankruptcy  court. 

When  Jeff  Peek  takes  over,  he'll  havi 
behind  him  a  crash  course  in  crisis  man 
agement.  That  should  come  in  handy 
given  where  he'd  like  to  take  CIT:  mon 
factoring,  signaled  by  the  recent  purchase 
of  GE  Financial's  factoring  busines 
(assets:  $446  million),  and  lending  to  wha 
Peek  calls  the  bottom  half  of  the  Russel 
2000 — the  constellation  of  neglectec 
small-cap  companies.  "I  think  you'll  see  u  i 
try  to  take  advantage  of  the  fact  that  tho& 
guys  aren't  getting  called  on  by  the  full 
service  investment  banks,"  he  says. 

Peek,  56,  spent  18  years  at  Merril 
Lynch,  starting  out  in  investment  bankinj 
and  ending  up  as  head  of  asset  manage 
ment.  His  career  there  came  to  a  lurchin; 
halt  when  he  lost  out  to  Stanley  O'Neal  fo 
the  top  job.  An  executive  scorned  and 
company  scarred — they  both  have  some 
thing  to  prove. 
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it's   invited-. 


DHERE 


FOLD  HERE 


Announcing  an  incredibly  compact,  folding  PDA  phone. 
The  amazing,  new  Samsung  i500. 


i600  i700 

Smartphone  Pocket  PC  Phone 


fl£Pf    Windows 
W/     -   MoDlte 


The  Samsung  family  of  PDA  phones. 
That's  DigitAII  ingenuity. 

We  started  with  a  sleek,  flip  phone  design.  Then  we  added  a  vivid 
65,000-color  touch  screen  display,  a  fully  functional  digital  organizer 
and  easy  Internet  access.  Then  we  created  a  whole  line  of  incredibly 
compact  PDA  phones  in  both  Palm  OS*  and  Windows  Mobile"-based 
operating  systems.  So  whether  you're  checking  email  or  calling  the 
office,  these  little  handhelds  give  you  the  best  of  both  all  in  one. 


more  information  visit  www.samsungus3.com/wireless 


BRAND- 


sung  niobile  phones  have  been  rated  numbs-  0-  ■     '     >  <  consumers  twc  .ears  :n  a  row,  according  to  Brand  Keys  a  leading 
■endent  authority  on  brand  loyalty.  ©2003  S  u  or.s  ^rnencj,      P  Samsung  B  a  registered  trademark  of  Samsung 

tjnics  America.  Inc.  and  its  related  entities.  Th?  «-J  Palm  OS  are  r.  altered  trademarks  of  PalmSource,  Inc..  a  subsidiary 

Im.  Inc.  Windows  and  Windows  Mobile  arc  '  "  '       '  in  the  U,1lted  States  and  °,her  countries. 


STO 

BUYIN 
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:arewell  complexity.  Good-bye  complications.  Hasta  la  vista  hassles.  Presenting  a  smarter  way  to  grow  your  IT 
:apabilities.  Buy  a  server  that  can  grow  along  with  you.  Like  IBM  eServer™  xSeries*  systems  powered  by  Intel®  Xeon™ 
)rocessors.  Select  models  can  scale  up  (simply)  from  1  to  16  way  and,  with  optional  VMware"  software,  can  handle 
lot  just  one,  but  multiple  Windows'  or  Linux  applications  at  once.  That's  the  flexibility  the  on  demand  world  demands. 
To  find  out  more,  visit  ibm.com/eserver/advantage 


Why  are  our  Intel  processor-based  server  sales  the  fastest-growing  in  the  world?'  Here  are  5  reasons: 


Scale  1-16  way  with  select 
models.  Pay  as  you  grow. 


IBM  Director  systems 
management. 


Linux-ready  through 
the  entire  line. 


Mainframe-inspired 
technologies. 


24/7/365  optional  onsite 
hardware  support.2 


(e)  server 

V — - 


IBM  eServer  xSeries  systems  are  powered  by  Intel 
Xeon  processors.  (And  they  could  help  stop  you  from 
buying  server  after  server  after  server.) 


IDC  Server  Tracker  0203  YTY  Worldwide  Revenue  Growth  comparing  Intel  processor-baser)  servers  -Additional  charges  apply.  Standard  support  includes  next  business  day  response  .n 
some  countr.es  IBM,  the  e-busmess  logo,  eServer,  the  eServer  logo  and  xSeries  are  trademarks  or  registered  trademarks  of  Inlernat.onal  Business  Machines  Corporation  in  the  United  States 
and.  or  other  countries  Intel  Intel  lns.de,  the  Intel  Inside  logo  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  othe 
■3 Windows  is  a  trademark  of  Microsoft  Corporation  in  the  United  States,  other  countr.es  or  both.  Other  company,  product  and  service  names  may  be  trademarks  or  serv.ce  marks  of 
others    ;  2003  IBM  Corporation.  All  rights  reserved. 


A  business  that  is  shockingly 
common:  Young  girls  in  a  brothel 


Hitting  Slavery 
Where  It  Hurts 

Some  parts  of  the  world  are  all  too  tolerant  of  the  slave  trade.  The  International 
Justice  Mission  tries  to  make  life  unpleasant  for  the  slave  owners. 


BY  QUENTIN  HARDY 

GARY  HAUGEN,  A  ONETIME 
United  Nations  investigator,  has 
witnessed  some  of  the  most 
awful  consequences  of  brutal- 
ity, from  the  killing  fields  of 
Rwanda  and  the  old  South  Africa's 
apartheid  system  to  murders  by  the 
Philippine  army.  But  even  those  horrors, 
he  says,  barely  match  his  encounters  with 
the  victims  of  modern-day  slavery. 

"Nothing  compares  to  the  deadness 
in  the  eyes  of  a  kid  in  a  brothel,"  Haugen, 


40,  says.  "In  Rwanda,  the  dead  were 
already  gone.  In  the  brothels  of  Cambo- 
dia, they  are  the  living  dead." 

Sights  like  that  motivated  Haugen  to 
start  a  slavery-fighting  nonprofit  seven 
years  ago  called  International  Justice 
Mission  (IJM),  based  in  Arlington,  Va. 
His  strategy:  Work  with  local  authorities 
to  dig  up  evidence  and  bring  prosecu- 
tions, raising  slave  owners'  costs  of  doing 
business. 

Slavery  is  shockingly  common  in  the 
world  today:  in  homes,  factories,  farms 


and  brothels  on  every  continent  except 
Antarctica.  The  most  common  form  is 
bonded  servitude,  or  holding  people  to 
work  off  debts  with  stratospheric  interest 
rates.  One  widely  held  estimate  puts  the 
number  of  people  in  slavery  at  27  million. 
The  U.S.  CIA  estimates  that  up  to  900,000 
people  are  sold  across  international  bor- 
ders each  year  (maybe  20,000  of  them 
into  the  U.S.).  The  trade  is  illegal,  and 
officially  condemned,  throughout  the 
world.  Yet  it  flourishes,  earning  perhaps 
$7  billion  a  year  for  the  perpetrators. 
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Haugen  employs  what  he  describes  as 
a  market  approach  to  fight  slavery.  Most 
human  rights  crusaders  focus  on  change 
through  high-level  international 
treaties — what  Haugen  calls  "a  wholesale 
approach  to  human  rights."  That  is  an 


important  first  step,  he  thinks,  but  "in  lots 
of  places,  there's  still  a  big  gap  between 
what  the  law  says  and  what  the  poor 
experience."  So  he  goes  after  slavery  at  the 
retail  level.  IJM  helps  overworked  (or 
unmotivated)  prosecutors  to  enforce 


existing  laws,  so  that  perpetrators  either 
end  up  in  jail  or  pay  stiff  fines. 

Haugen's  group  does  not  preach;  it 
hears  about  exploitation  from  missionar- 
ies and  aid  workers,  then  builds  legal 
cases  through  infiltration,  surveillance 

FORBES*   January  12,  2004      77 


Creative  Giving 


and  documentation. 

A  recendy  concluded  case  in  Cambo- 
dia was  a  long-sought  victory.  It  began  in 
late  2000  with  covert  videotapes  of  chil- 
dren in  brothels  in  the  sex  tourism  village 
of  Svay  Pak,  located  seven  miles  outside 
the  capital  city  of  Phnom  Penh.  IJM's 
investigators  met  with  officials  of  the 
local  government  and  the  U.S.  embassy 
through  2001  and  2002,  gathering  evi- 
dence, including  testimony  of  girls  whom 
IJM  helped  escape  from  one  brothel. 

They  mapped  a  systematic,  and  highly 
profitable,  trade  in  innocents.  Kids  from 
remote  rural  areas  are  promised  work  or 
treats  in  distant  cities  by  slave  dealers, 
who  sell  them  to  brothels  for  up  to 

Bottom  of  the  Barrel 


police  commander  was  fired,  and  at  least 
one  American  pedophile  was  identified 
by  IJM. 

Equally  important,  believes  Cohn, 
was  the  number  of  brothel  owners  who 
saw  their  peers  draw  15-year  sentences. 
"You  do  a  lot  of  raids,  and  the  rest  are' 
wary,"  she  says.  Similar  raids,  with  well- 
publicized  convictions,  have  taken  place 
as  a  result  of  IJM  work  in  Thailand,  the 
Philippines  and  India. 

Haugen  recently  freed  a  70-year-old 
man  who  began  working  in  1946  to  pay 
off  his  parents'  $4  loan.  The  man's  kids 
were  also  working  to  pay  the  loan,  on  a 
plantation  in  southern  Asia  holding  a 
total  of  12  bonded  laborers.  IJM  investi- 


The  U.S.  Department  of  State  lists  72  nations— including  Brazil,  China  and  the  Czech 
Republic— that  aid  slavery  or  are  home  to  it.  The  five  countries  below  are  singled  out 
as  "countries  whose  governments  do  not  fully  comply  with  the  minimum  standards 
[to  eliminate  trafficking  in  humans]  and  are  not  making  significant  efforts  to  do  so." 
Country  Primary  purposes  of  slavery 


Burma 


Internal  factory  work  and  prostitution;  export  to  the  Asian  sex  trade. 


Cuba 


Forced  labor;  sexual  exploitation  connected  with  the 
government-run  tourism  industry. 


Liberia 


Forcible  conscription  in  the  military  as  laborers,  soldiers 
and  sex  slaves. 


North  Korea 


Forced  labor;  export  of  brides  to  China. 


Sudan 


Sex  slaves,  domestic  workers,  laborers  and  soldiers. 


Source:  U.S.  Department  of  State. 

$1,000.  Sex  with  these  kids  costs  $30 
compared  with  $5  for  an  adult  prostitute 
in  Cambodia. 

"Our  investigators  came  into  Svay 
Pak,  and  within  ten  minutes  pimps  came 
up  saying  'Do  you  want  small-small?  I 
can  get  small-small,' "  says  Sharon  Cohn, 
the  head  of  IJM's  antitrafficking  unit.  "It 
was  unbelievable — kids  as  young  as  5." 

IJM  adopted  hardball  tactics  to  get 
Cambodia  to  move  against  the  brothels. 
It  lobbied  for  Cambodia  to  be  listed  as  a 
chronic  offender  under  the  U.S.  govern- 
ment's 2000  Trafficking  in  Victims  Pro- 
tection Act — a  designation  that  would 
have  cost  Cambodia  U.S.  government 
aid.  A  nationwide  police  raid  in  March 
2003  freed  37  kids  and  arrested  13 
brothel  owners  and  workers,  4  of  whom 
have  since  been  convicted  at  trial.  A 


gators  collected  their  testimony  and  pre- 
sented their  evidence  to  a  government 
official,  who  released  the  12  and  issued 
an  arrest  warrant  for  the  plantation 
owner. 

Dealing  with  authorities  doesn't  al- 
ways work  so  smoothly.  An  early-Decem- 
ber raid  on  a  brothel  in  India  released 
some  girls  from  bondage,  but  the  slave 
owners  escaped  after  they  paid  the  low 
bail.  "The  world  is  full  of  ugly  injustice," 
Haugen  says.  "You  can  only  expect  a 
probability  of  success." 

Still,  says  John  Miller,  senior  adviser 
on  international  slavery  to  the  U.S.  secre- 
tary of  state,  "Gary  is  one  of  the  heroes  of 
our  time  for  what  he  has  done,  starting 
from  nothing.  No  one  was  working  with 
law  enforcement  to  get  prosecutions  with 
this  much  professionalism  before." 


Haugen  graduated  from  Harvard  in 
1985,  worked  in  the  antiapartheid  move- 
ment in  South  Africa,  then  earned  a  law 
degree  at  the  University  of  Chicago.  He 
investigated  legal  abuses  in  the  Philip- 
pines while  with  the  Lawyers  Committee 
for  Human  Rights,  then  he  looked  at  U.S. 
police  misconduct  while  at  the  U.S. 
Department  of  Justice.  In  1994  he  was 
lent  out  to  the  United  Nations  for  investi- 
gations into  the  Rwanda  genocide.  It 
became  a  call  to  greater  action,  and  three 
years  later  he  started  IJM  with  $200,000.  "I 
had  lawyer  friends  in  my  church,  and  we 
talked  about  the  missionaries  who  saw 
evil  around  them  but  couldn't  do  any- 
thing," he  says.  "There  was  a  massive  out- 
pouring of  services  to  the  poor  from 
America.  We  know  how  to  comfort, 
house  and  feed  the  poor.  Why  not  defend 
them,  too?" 

IJM  now  employs  100  people  in  the 
U.S.  and  abroad,  with  a  budget  of  $4.5 
million  that  comes  largely  from  private 
donations  Haugen  solicits  at  speaking 
engagements. 

His  town-by-town  strategy  is  slow 
going.  He  figures  his  group  helped  free 
about  700  people  in  2003,  up  from  600 
in  2002. 

Other  antislavery  workers  want  faster 
action.  Since  1998  the  Boston-based 
American  Anti-Slavery  Group  has,  in  con- 
junction with  Swiss  charity  Christian  Sol- 
idarity International,  freed  80,000  people 
held  in  slavery  in  the  Sudan,  at  a  cost  of 
$20  to  $50  apiece.  Is  there  a  risk  that  this 
ransom  aggravates  the  problem  by 
rewarding  the  slave  owners?  Spokesman 
Jeffery  Hipp  notes  that  over  the  past  six 
years  the  price  of  one  human  being  in  the 
southern  Sudan  has  remained  at  about 
$35,  meaning  the  group's  work  has  not 
boosted  the  market. 

Haugen  doesn't  even  go  there.  He 
rates  the  Sudan  a  failed  state,  where  his 
methods  wouldn't  work.  The  Sudan  gov- 
ernment, for  its  part,  denies  it  supports 
slavery  or  even  that  slavery  is  widespread 
in  the  country. 

"Justice  is  a  scarce  resource  in  the  de- 
veloping world,"  says  Haugen.  "Most  in- 
justice isn't  driven  by  the  overwhelming 
power  of  the  perpetrators,  it's  driven  by  the 
weakness  of  the  victims."  F 
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new  day  is  dawning  for  Japan  -  and  for  all  the  nations  that  are  affected  by  its 
economic  health.  After  a  lost  decade  of  start-and-stop  recession,  things  are 
i  finally  looking  up,  and  it's  not  just  the  new  skyscrapers  on  the  horizon, 
orporate  profits  are  up,  real  economic  output  is  up,  and  business  confidence  is  up. 
;  this  the  sunrise  we've  been  waiting  for?  Is  Japan  really  on  the  rise?  In  the  following 
ages,  two  dozen  of  the  country's  top  business  leaders  talk  about  their  corporate 


rategies  and  how  they  see  the  economy  today. 


at  do  you  see? 


f 


A  leaf?  ^ 

All  the  details  of  a  complex  support  network? 

Or  can  you  sflc  all  the  way  to  the  roots  of  the  tree? 

You  need  to  Jeep  all  three  in  your  sights  when  you're 

growing  a  hAlthy  tree  or  a  healthy  company. 

As  one  of  tne  world's  largest  companies  ITOCHU  knows  just 
how  hard  it  can  be  to  keep  close  track  of  every  leaf  on  every 
branch.  But  with  over  a  century  of  business  experience,  we  know 
just  how  to  do  that  —  and  we  are  making  each  leaf  an  essential 
part  of  an  attractive  and  powerful  whole. 

That  whole,  trades  in  everything  from  soup  to  satellites,  and 
has  a  reputation  for  investing  in  growth.  That's  why  we  understand 
the  different  needs  of  companies  who  have  steady  all-year  round 
profits  and  companies  who  evolve  with  the  seasons. 

Whether  you're  an  acorn  or  a  redwood,  ITOCHU  can  give  you 
the  support  you  need. 

r  V  Committed  to  the  global  good. 

/TflCYVk     ITOCHU  Corporation 


http://www.itodm.co.jp 
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MESSAGE 


The  United  States 
and  Japan: 
Allies  and  Friends 


For  the  past  half-century,  the 
relationship  between  the 
United  States  and  Japan  has 
been  the  cornerstone  of  security 
and  prosperity  in  East  Asia  and  the 
entire  world.  That  is  a  remarkable 
fact  when  we  recall  that  it  was 
only  a  few  decades  ago  that  our 
two  countries  were  engaged  in  a 
horrific  conflict.  Few  people  pre- 
dicted then  that  the  result  of  our 
occupation  would  be  a  demo- 
cratic Japan  with  the  second-largest 
economy  in  the  world  or  that  we 
would  enjoy  the  close  partnership 
that  has  characterized  our  relation- 
ship over  these  many  decades. 

Today  we  face  new  challenges 
to  peace  and  economic  growth, 
but  the  bonds  between  the  U.S. 
and  Japan  are  stronger  than  at 
any  time.  We  are  allies  in  the  war 
on  terrorism.  We  share  an  abiding 
concern  about  developments  in 
North  Korea,  Iraq,  and  the  Middle 
East.  Our  security  alliance  is  the 
cornerstone  of  our  relationship, 
and  it  is  motivated  by  our  com- 
mon interest  in  supporting 
democracy  and  human  rights  as 
well  as  our  interest  in  promoting 
economic  prosperity.  This  is  why 
our     economic     partnership     is 


equally  important.  We  are  by  far 
the  two  largest  economies  and 
thereby  play  such  a  vital  role  in  the 
economic  health  of  the  entire 
world. 

Americans  sometimes  forget 
that  Japan's  gross  domestic  prod- 
uct is  twice  that  of  Germany.  We 
are  each  other's  best  overseas 
trading  partners,  and  our 
economies  are  linked  by  trade, 
investment,  and  employment.  I 
like  to  say  that  when  Japan  pros- 
pers, tne  U.S.  prospers;  and  when 
the  U.S.  prospers,  so  does  Japan. 
That  is  why  the  United  States  has 
a  deep  interest  in  Japan's  sus- 
tained economic  growth. 

There  has  been  a  lot  of  talk 
about  Japan's  "lost  decade"  in 
reference  to  more  than  10  years 
of  economic  stagnation,  lower 
productivity,  and  opportunities 
lost.  Our  objective  is  to  help  Japan 
get  back  on  the  path  of  sustained 
growth.  We  applaud  decisions 
taken  by  the  Koizumi  Administra- 
tion to  open  up  its  market,  shore 
up  the  banking  system,  restore 
•  price  stability  by  ending  deflation, 
and  deregulate  its  economy.  The 
U.S.  has  offered  advice  and 
described    the    lessons    it    has 


learned  having  faced  some  years 
ago  similar  problems  of  declining 
productivity,  low  growth,  and  its 
own  crisis  in  the  financial  system. 

The  Japanese  have  learned 
many  lessons,  and  I  sense  that 
there  is  a  new  attitude  that  is 
open  to  new  ideas  and  welcomes 
the  entry  of  non-Japanese  players 
into  their  economy.  I  am,  there- 
fore, optimistic  about  Japan's 
prospects  for  growth  and  about 
the  prospects  for  American  busi- 
ness in  Japan. 

What  kind  of  Japan  will  we  see 
in  10  years?  Decisions  the  Japanese 
make  today  will  determine  the 
answer  to  that  question.  I  am  by 
nature  an  optimist.  I  expect  to  see 
a  strong  and  vibrant  Japanese 
economy,  with  a  confident  and 
outward-looking  people,  working 
closely  with  us  to  bring  peace  and 
prosperity  to  the  region. 


|£~* 


r-^- ' 


Howard  H.  Baker,  Jr. 
United  States 
Ambassador  to  Japan 
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ntroducing 

high  performance  technology  that's  also 
good 

I  V^  fi       W  I  i  V  I  s  U I  I  >5 1  I  I  ■    Now  you  can  race  around  and  still  keep  the  planet  on  track. 

Hybrid  Synergy  Drive ",  a  revolutionary  power  train  from  Toyota,  combines  a  gasoline  engine  with  a  powerful  electric  motor  that  never  needs  to 

plugged  in.  The  result?  Super-efficient,  super-charged  performance. 

Hybrid  Synergy  Drive  has  already  hit  the  roads  in  the  all-new  Toyota  Prius.  And  soon,  we'll  be  introducing  this  groundbreaking,  affordable 

technology  in  even  more  Toyota  products. 

For  example,  a  Hybrid  Synergy  Drive  system  developed  for  SUVs  will  provide  a  dramatic  boost  in  power,  injecting  a  V6  engine  with  the 

horsepower  of  a  V8.  Incredibly,  this  system  will  also  deliver  the  fuel  efficiency  of  a  four-cylinder  compact  car  and  the  cleanest  emissions  rating 

available  for  a  gasoline-powered  vehicle. 

It's  all  about  accelerating  progress  -  for  you  and  the  planet. 

toyota.com/tomorrow  2003 
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■  ON  THE  RECORDI 


lutting  Through  a  Jungle  of  Red 
tape 


*ihe  Japanese  economy  is  bound  by  a  tangle  of  regulations  that 

J  forms  obstacles  to  conducting  business  efficiently,"  says  one  of 

I  the  nation's  foremost  experts  on  the  subject  of  deregulation. 

■shihiko  Miyauchi,  chairman  and  CEO  of  diversified  financial  serv 

ms  giant  ORIX  Corporation,  has  helped  to  make  his  own  company 

pnodel  of  success  despite  the  difficulties  plaguing  the  financial  sec- 

r  over  the  past  decade.  Now  he  is  taking  on  an  even  bigger  task: 

ilping  to  cut  through  Japan's  endless  jungle  of  red  tape. 

Miyauchi  heads  the  Council  for  Regulatory  Reform,  an  advisory 

mel  reporting  to  Prime  Minister  Junichiro  Koizumi,  who  came  into 

fice  promising  widespread  structural  reforms.  Many  observers  feel 

e  pace  of  reform  has  been  too  slow.  Miyauchi's  panel  has  chastised 

e  government  for  not  moving  more  aggressively  to  untangle  the 

eb  of  regulations  that  straightjackets  so  much  commercial  activity. 

"There  are  still  over  10,000  government  permissions  and  approvals 

the  books,"  he  points  out.  "We  would  be  better  off  without  a  lot 

"If  a  company  is  run  badly  it  fails,  so 

•e forms  must  be  done  quickly;  the  same  is 

not  true  for  a  country. " 

these  rules."  Of  course,  laws  that  grew  up  over  decades  will  not 
mply  disappear.  "These  regulations  were  all  created  for  a  reason, 
ach  one  was  seen  as  necessary  for  something  at  some  time  in  the 
ast,"  he  explains.  The  problem  is  that  mountains  of  outdated  regu- 
rtions  now  act  as  a  drag  on  economic  growth,  and  attempts  to 
lange  things  often  run  into  resistance  from  special  interest  groups. 

I  "There  are  always  people  who  say,  'No,  we  still  need  this  regula- 
on.'  And  so  there  are  always  cases  where  you  cannot  deregulate 
t  all,  or  where  you  can  only  deregulate  half  as  much  as  you  want 
b,  or  where  things  that  should  be  done  immediately  will  ultimate- 
y  take  three  to  five  years." 

Part  of  the  reason  for  the  foot-dragging,  Miyauchi  explains,  is  also 
i  result  of  genuine  concern  about  the  downside  to  deregulation: 
Reforms  may  unclog  a  stopped-up  economy,  but  what  about  the 
:ompanies  that  are  weakened  by  the  new  system? 

Miyauchi  is  not  unmoved  by  this  argument,  but  he  sees  a  much 
jreater  good  for  all  of  society  in  the  progress  of  deregulation.  "If  the 
iconomy  becomes  more  efficient,  if  companies  become  stronger, 
his  will  not  be  such  a  problem.  A  healthy  economy  will  be  able  to 
upport  elements  weakened  by  deregulation." 

What  about  charges  that  the  pace  of  change  is  too  slow?  It  depends 
vhere  you  look,  says  Miyauchi.  "Talk  about  'structural  reform'  refers 
o  two  fundamental  types  of  changes  —  macroeconomic  reform  of 
he  system  itself,  and  micro-level  corporate  reforms  (changing  man- 


Yoshihiko  Miyauchi 

Chairman  and  CEO,  ORIX  Corporation 

agement  style,  building  shareholder  value,  increasing  productivity,  and 
so  on).  The  first  is  proceeding  very  slowly  and  the  second  is  moving 
quite  fast.  Why?  Because  if  a  company  is  run  badly  it  fails,  so  reforms 
must  be  done  quickly;  the  same  is  not  true  for  a  country." 

At  heart,  Miyauchi  is  an  optimist.  The  economy  has  already  hit 
bottom,  he  says,  and  it  will  start  growing  again:  "I  am  very  positive 
about  things,  say,  three  to  five  years  down  the  road." 

Yet  he  is  quick  to  point  out  that  all  this  talk  about  the  economy 
misses  the  point.  Too  many  people  focus  only  on  economic  data, 
and  by  that  yardstick  Japan  is  still  weak.  "I  wish  people  would  stop 
looking  only  at  our  economy,"  he  says.  "Look  at  our  society.  Of 
course,  during  the  past  decade  Japan's  economic  performance  has 
been  dismal,  but  our  social  stability  has  been  remarkable.  Which  is 
more  important,  the  economy  or  society?  Society,  of  course!" 

In  his  passion  for  society  we  see  Miyauchi's  real  goal  in  pushing 
deregulation:  not  just  to  help  business,  but  to  build  a  better  Japan.  H 


After  obtaining  an  MBA  in  the  U.S.,  Yoshihiko  Miyauchi  started  his  career  at  trading  company  Nichimen.  In  1964,  he  became 
one  of  the  founding  members  of  what  would  later  h,rnme  ORIX  Corporation  Since  then,  his  career-  and  ORIX's  growth  have 
been  inseparable.  In  1970,  he  became  a  director  and  in  1980  was  named  president.  He  held  that  post  for  20  years,  and  now 
serves  as  chairman  and  CEO.  www.orix.CO.jp 
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From  Futuristic  Dreams  to  a  Phone 
in  Every  Pocket  in  Just  30  Years 


In  1 970,  at  the  Japan  World  Exposition  in  Osaka,  Keiji  Tachikawa 
first  saw  the  prototype  of  NTT's  mobile  telephone.  It  was  as  big 
as  a  brick  and  nearly  as  heavy.  Today,  as  president  and  CEO  of 
NTT  DoCoMo,  Inc.,  the  world's  largest  mobile  telephone  services 
company  by  market  value,  Tachikawa  provides  47  million  sub- 
scribers with  portable  phones  small  and  light  enough  to  hide  in  a 
shirt  pocket. 


Keiji  Tachikawa 

President  and  CEO,  NTT  DoCoMo,  Inc. 

DoCoMo's  market  share  accounts  for  over  half  of  Japan's  mobile 
phone  market,  but  Tachikawa  does  not  intend  to  let  his  company 
rest  on  its  laurels.  "We  are  a  very  young  company,  and  I  think  we 
have  been  so  successful  because  we  have  a  corporate  culture  nur- 
tured by  employees  who  enjoy  innovation  and  who  are  constantly 
looking  to  the  future.  For  example,  we  have  known  for  some  years 
that  the  'voice'  market  is  nearinq  saturation,  so  we  have  been  work- 
ing toward  developing  data-based  products  and  services  that  offer 
increasing  value  to  our  custo; 


So-called  first-generation  (analog)  mobile  phone  services  wi 
eventually  replaced  by  second-generation  (digital)  phones.  The  m 
big  breakthrough  came  in  February  1 999  when  the  company  launch)' 
i-mode,  which  offered  e-mail  capabilities,  Internet  connectivity,  at 
later  the  ability  to  shoot  and  transmit  still  photos.  DoCoMo  becan 
the  first  in  the  world  to  provide  third-generation  (3G)  digital  servic 
based  on  a  Wideband  CDMA  network,  which  they  call  FOMA.  Becau 
3G  phones  operate  at  much  higher  transmission  speeds,  users  q 
have  real-time  video  connections  with  other  3G  users. 

"I  think  we  have  been  so  successful  becaus, 

we  have  a  corporate  culture  nurtured  by 

employees  who  enjoy  Innovation  and  who  an 

constantly  looking  to  the  future. " 

Tachikawa  has  already  helped  the  mobile  phone  evolve  from 
futuristic  brick  on  a  table  to  a  videophone  you  can  put  in  your  poc 
et.  But  once  his  firm  can  deliver  smooth  video,  audio,  and  Intern 
access  over  a  mobile  phone,  where  is  there  left  to  go? 

Tachikawa  has  no  doubts  about  the  road  ahead:  "We  are  aimirl 
at  what  we  call  a  ubiquitous  society,  where  anything  and  ever 
thing,  from  people  to  appliances,  to  pets  and  service  industries  w 
all  be  linked  via  our  mobile  communications  devices.  Not  only  w 
video  services  be  even  better,  but  our  subscribers  will  be  entering) 
cashless  society  where  they  can  order  a  pizza  or  send  flowers 
their  loved  ones  directly  from  their  phones,  and  pay  for  it  all  I 
direct  debit  from  their  bank  accounts." 

He  continues,  "No  matter  how  advanced  your  technology  m; 
seem  at  a  given  point,  once  consumers  get  used  to  it,  they  wa 
more,  and  that  is  what  we  have  to  constantly  provide.  Generation 
changes  used  to  take  a  decade  or  so,  but  nowadays  we  have 
come  up  with  major  service  enhancements  every  couple  of  yeai 
And  this  is  where  we  at  DoCoMo,  with  our  love  of  innovation,  a 
confident  we  can  prevail." 

The  future  according  to  Tachikawa  is  one  where  there  is  no  distin 
tion  between  land  lines,  PCs  and  mobile  phones.  "People  are  no 
used  to  broadband  speeds  on  their  PCs,  and  they  expect  equivale 
speeds  on  their  mobiles.  With  this  in  mind,  we  will  be  working  wi' 
our  international  partners  to  develop  a  service  that  provides  much 
what  we  now  expect  from  PCs,  and  more,  on  a  pocket  phone." 

DoCoMo  knows  it  has  some  tough  competition  around  the  worl 
And  yet,  when  one  glances  out  the  windows  of  their  high-rise  heai 
quarters  overlooking  Tokyo,  one  can't  help  but  think  that  they  are 
the  top  of  their  game  and  working  hard  to  remain  so.  ■ 


Keiji  Thchikav  natty-minded  engineer-turned-executive.  After  joining  NTT,  the  national  telephont 

"""/"""/  //'"'  d  an  MBA  from  MIT.  then  a  Ph. I),  in  engineering  from  the  I  diversity  oflbkyo.  H( 

relumed  in  il„   t    -  \  /7  America  and  serving  as  its  first  (TO.  In  1998,  he  became  president  and  CEO  oj 

DoCoMo.  ^  ,  _ 

www.nttdocomo.com 
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■W  ANA  FIRST  CLASS.*  Comfortable  and  private,  ANA's  new  first  class  seat 
s  more  l,ke  having  your  own  room.  Plus,  the  in-seat  entertainment,  laptop  connectivity 
t-m  s,de  tables  and  electronic  recline  controls  combine  to  make  our  first  class 
/ice  a  real  eye-opener.  However,  we  doubt  your  eyes  will  stay  open  for  very  long. 

ENJOYED  DAILY  TO  JAPAN  AND  ASIA. 
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Power  Giant  Plugs  into  IT  Future 


Electricity  is  so  ubiquitous  and  its  supply  so  reliable  that  we 
seldom  give  it  any  thought  —  unless  something  causes  the 
supply  to  stop.  Last  year's  blackout  in  the  northeastern  U.S. 
and  Canada  was  a  sharp  reminder  of  how  dependent  we  are  on  a 
reliable  supply  of  electricity.  No  one  in  Japan  is  more  conscious  of 
this  than  Tsunehisa  Katsumata,  president  of  The  Tokyo  Electric 
Power  Co.,  Inc.  (TEPCO). 


Tsunehisa  Katsumata 

President,  The  Tokyo  Electric  Power  Co.,  Inc. 

"Japan  has  ten  power  utilities,"  Katsumata  explains.  "TEPCO  is 
not  just  the  largest  in  Japan,  but  the  largest  private  electric  power 
utility  in  the  world." 

TEPCO  serves  the  Greater  Tokyo  area,  which  holds  roughly  a  third 
of  Japan's  population  and  produces  40%  of  its  GDP.  That  spells  a  huge 
demand  for  power.  In  its  last  fiscal  year,  TEPCO  sold  about  282  billion 
kWh  of  electric  power  —  more  than  the  power  consumption  of  Italy. 
The  firm  is  also  the  second  largest  taxpayer  in  Japan  after  Toyota. 


The  company  owns  40,000  km  of  transmission  lines  in  a  compl* 
grid.  If  there  is  a  malfunction  in  one  section,  the  system  can  swit 
around  it  and  relay  power  via  an  alternate  route,  including  fn 
another  power  company.  Thus,  Katsumata  says  reassurin 
"Nothing  is  absolutely  impossible,  but  the  probability  of  a  maj 
blackout  in  Japan  is  very  small.  Our  electricity  supply  is  quite  stable 

Following  the  oil  crises  of  the  1 970s,  TEPCO  moved  to  diversify 
power  generation,  resulting  in  today's  balance  of  nuclear,  therm 
hydroelectric,  and  even  wind  power  plants.  "We  are  always  thinl 
ing  about  the  best  energy  supplies  and  how  to  minimize  impact  d ' 
the  environment,"  Katsumata  says,  "I'm  proud  to  say  our  therm 
power  plants  emit  the  lowest  level  of  air  pollutants  in  the  world. 

TEPCO  is  also  actively  promoting  the  introduction  of  new  ene 
gy  sources,  including  solar,  windmill,  fuel  cell  and  geotherm 
power  generation.  These  are  just  some  of  the  ways  that  TEPCO 
investing  in  clean  energy,  according  to  Katsumata:  "We  have  bu 


"These  days,  any  power  plant  must  be 
clean  and  environmentally  sound,  other- 
wise no  community  will  allow  it  to  exist' 

state-of-the-art  thermal  plants  that  use  new,  thermally-efficiei 
ACC  generators.  We  have  significantly  boosted  combustion  eft 
ciency,  reduced  CO2  emissions,  and  lowered  fuel  consumption 
TEPCO  already  boasts  a  95%  industrial  waste  recycling  ratio,  ar 
is  aiming  for  a  100%  resource-recycling  ratio  as  the  firm  contir 
ues  its  drive  for  cleaner,  greener  operations. 

"These  days,  any  power  plant  must  be  clean  and  environment 
ly  sound,  otherwise  no  community  will  allow  it  to  exist,"  says  tr 
man  who  was  known  inside  his  company  as  "The  Razor"  for  h 
sharp  insights  and  quick  analysis  of  changing  business  situations. 

In  recent  years  TEPCO  has  begun  diversifying  to  better  utilize  i 
resources  and  promote  new  sources  of  revenue.  Some  of  its  grot 
companies  are  running  data  centers,  providing  content  to  broai 
band  Internet  services,  and  even  building  nursing  facilities  to  he 
care  for  Japan's  rapidly  aging  population.  But  the  area  that  excitt 
Katsumata  the  most  involves  high-speed  data  communications. 

"We  have  created  an  in-house  business  unit  that  focuses  on  FTT 
(fiber  to  the  home)  services,"  he  says  eagerly.  "TEPCO  has  laid  68.0C 
km  of  optical  fiber  next  to  our  power  distribution  lines.  We  can  bui 
on  this  infrastructure  to  create  all  sorts  of  new  IT-related  businesses 

With  its  huge  optical  fiber  network,  an  established  month 
billing  system,  and  a  trusted  brand  name,  TEPCO  is  poised  1 
become  not  just  a  mammoth  power  utility,  but  a  powerful  player  i 
the  IT  and  telecommunications  businesses  as  well.  ■ 


f! 


Tsunehisa  Katsumata  pit  1  right  after  graduating  frcnm  the  I  diversity  of  Tokyo.  He  spoil  much  of  his  career  in  thefir7n's\ 

corporate  planning  department,  which  undoubtedly  helped  him  to  prepare  for  the  chalU-nges  faring  the  company  in  the  new  century.  | 
An  unit  miller  in  ins  spare  time,  Katsumata  is  also  knownfor  his  skill  at  tht  Japanese  strategy  game  of  Go. 

www.  tepco.  co.jp  I 
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37"  Liquid  Crystal  Television    A  Q  U  O  S 


be  playful 


age  simulated.  "Screen  size  measured  diagonally.  ©2003  Sharp  Corporation 


traducing  a  television  experience  like  no  other. The  AQUOS  37"  high  definition  Liquid  Crystal  TV.'  Its  high  brightness,  low  reflection 
reen  gives  you  a  vivid  picture,  even  in  strong  light,  while  an  included  AVC  unit  minimizes  cable  clutter.  Sharp's  leadership  in  liquid 
ystal  technology  delivers  extraordinary  picture  quality  with  the  environmental  benefits  of  low  watt  consumption  and  a  longer 
oduct  life.  AQUOS  by  Sharp— inspired  design  for  the  way  you  live.  To  see  the  full  range  of  sizes  and  styles  visit  sharpusa.com 
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Building  an  Even  Stronger  Globa 
Presence  on  a  Solid  Foundation 


Last  April,  Nomura  Holdings,  Inc.,  the  holding  company  that 
includes  Japan's  best-known  securities  firm,  named  Nobuyuki 
Koga  as  its  new  president.  At  52,  Koga  seemed  relatively  young 
to  be  taking  charge  of  one  of  Japan's  premier  financial  services 
groups.  Yet  today's  Nomura  is  looking  as  young  and  energetic  as  its 
CEO,  broadening  its  range  of  services  domestically  and  building  its 
power  internationally. 


Nobuyuki  Koga 

President  and  CEO,  NOMURA  HOLDINGS,  INC. 

Shortly  after  Koga's  appointment,  the  company  announced  an 
ambitious  new  slogan:  "Revitalization  of  Japan."  Under  Koga's 
leadership,  the  Nomura  Group  will  actively  contribute  to  the  revival 
of  the  Japanese  economy. 

This  strategy  makes  good  business  sense,  according  to  Koga.  "For 
any  company  in  the  financial  sector  to  be  a  truly  global  player,  it 
must  have  a  strong  base  in  its  home  country.  For  example,  American 
investment  banks  operate  from  the  firm  foundation  of  the  U.S.  econ- 
omy. Contributing  to  Japan's  revitalization  is  thus  essential  to  form 
an  even  stronger  foundation  for  our  business  and  also  help  us  to 


create  a  more  globally  competitive  group."  Koga  sees  two  ma 
components  to  this  process:  restructuring  of  the  corporate  sec 
and  re-distribution  of  personal  assets. 

As  to  the  former,  Koga  is  characteristically  clear  about  the  n 
Nomura  can  play  in  helping  to  re-energize  Japanese  busine 
"Japanese  companies  tend  to  think  they  must  solve  their  problei 
on  their  own,  by  cutting  costs  and  so  on.  But  more  fundamen 
changes  are  necessary,  both  for  companies  and  for  whole  sectors 
industry.  In  some  areas,  companies  must  be  amalgamated  throu 
an  M&A-type  approach.  Support  from  the  capital  markets  is  esse 
tial  to  effect  this  change,  and  that  is  part  of  our  role.  We  are  a 
working  to  help  companies  change  through  our  merchant  banki 
services,  by  taking  an  equity  stake  in  certain  firms  and  helping  the 
to  maximize  their  value." 

"Contributing  to  Japan's  revitalization  is  thi 
essential  to  form  an  even  stronger  foundatk 
for  our  business  and  also  help  us  to  create 
more  globally  competitive  group. " 

One  of  the  remarkable  features  of  the  Japanese  economy  is  tf" 
individuals  currently  hold  more  than  ¥1 ,396  trillion  [US$1 2.7  trillic 
in  financial  assets,  with  over  half  of  that  figure  sitting  idly  in  depo 
accounts  that  pay  a  tiny  fraction  of  1%  in  interest. 

"Most  Japanese  put  their  liquid  assets  into  banks  or  into  the  gc 
ernment's  postal  savings  system,"  Koga  explains.  In  order  to  kit 
start  the  economy,  he  says,  it  is  essential  to  mobilize  part  of  tl 
enormous  pool  of  money:  "Unless  we  restructure  the  flow 
money,  particularly  these  personal  assets,  restructuring  Japai 
business  sectors  will  not  be  enough."  Following  the  econon 
downturn  of  the  past  decade,  Japanese  no  longer  blindly  trust  t 
authorities  to  take  care  of  them.  Instead,  Koga  says,  the  trend 
toward  a  financial  system  centered  on  the  securities  market.  W 
shouldn't  individuals  manage  their  own  assets,  investing  part 
their  funds  in  stocks  or  bonds  as  they  see  fit? 

Nomura  is  moving  aggressively  to  support  that  trend,  helping 
educate  investors  and  provide  them  with  a  wide  array  of  financ 
services.  The  idea  is  to  show  Japanese  that  there  are  a  lot  of  plac 
to  put  their  ¥782  trillion  [US$7.1  trillion]  in  loose  cash,  and  most  ma 
better  financial  sense  than  parking  it  all  in  a  low-yield  bank  accoun 

As  more  and  more  Japanese  get  the  message  to  invest  for  thei 
selves,  no  one  is  better  positioned  to  benefit  from  the  surge  in  ne 
business.  Expect  to  see  a  stronger  Japan,  and  a  much  stronger,  mc 
globally  competitive  Nomura  in  years  to  come.  ■ 


Aftei  grartw  sity  of  Tokyo,  Nobuyuki  Koga  joined  Nomura  Securities  in  1974.  He  was  appointed  a  direc 

'"'  "'  "■"   '  he  becanu  CO         Vomura  Holdings,  Inc.,  and  in  2008  teas  named  president  and  CEO.  h 

addition  to  In  \,,„.  „,,,  Koga  ls  „  /,,.,,  member  of  the  I  'S-Japan  Private  Sector/Government  Commission,  < 

high  level  adviso  leaders  of  both  countries. 


www.  nomura.  con 


We  have  been  tackling 

research  and  development  of  new  products, 

aiming  to  contribute  to  good  health 

throughout  the  world. 
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Bridging 
Local  Finance  to 
Global  Finance 


Shinkin  Central  Bank,  the  central  bank 
for  the  shinkin  banks,  is  as  massive  and 
as  solid  as  this  state-of-the-art  bridge. 

Total  Assets:  US$223  Billion 
Funds  per  Employee:  $1 60  Million 
Capital  Adequacy  Ratio 

[BIS  Standards]:  16.20% 
Total  Risk-Monitored  Loans 

to  Total  Loans  Ratio:  0.49% 
Ratio  of  Expenses*:  0.10% 

Note:  All  figures  are  as  of  March  3 1,  2003 
*Total  expenses/Average 
balance  of  deposits  and 
debentures  x  7  00% 


SCB 


SHINKIN       CENTRAL       BANK 

T0KY0         *  YORK         •         LONDON         •         HONG         KON( 

Preferred  stocks  listed    ,     the  Tokyo  Stock  Exchange.  Information  at  www.shinkin-central-bank.j| 
Head  Office:  8-1  Kyobashi  3-chome,  Chuo-ku,  Tokyo  104-0031  Japan  Tel:  +813-3563-4111  Fax:  +813-3564-476 
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)ne  Plus  One  Is  More  Than  Two 


October  last  year,  Konica  and  Minolta,  two  well-known  but  not 
rst-tier  imaging  companies,  completed  an  unusual  merger  for 
apan:  They  were  not  forced  to  unite,  but  did  so  simply  because 
/  thought  they  could  perform  better  together.  Fumio  Iwai,  presi- 
t  and  CEO  of  the  new  Konica  Minolta  Holdings,  Inc.,  describes 
merger  with  a  baseball  metaphor,  comparing  the  two  Japanese 
jues  and  the  American  major  leagues:  "After  the  announcement 
he  merger  in  January  2003,  the  stock  prices  of  both  companies 
led.  In  Japan,  stock  prices  are  often  referred  to  in  terms  of  base- 
leagues.  If  the  price  is  below  ¥500  [USS4.54],  it  is  said  to  be  in 
Pacific  League;  if  it's  between  ¥500  and  ¥1,000,  it  is  in  the 
ltral  League.  As  separate  companies,  Konica  and  Minolta  used  to 
pete  in  those  leagues,  but  since  our  merger  we're  like  Ichiro  and 
tsui  —  we've  moved  up  to  the  big  leagues." 


"Since  our  merger,  we're  like 
]chiro  and  Matsui  —  we've  moved  up  to 
the  big  leagues. 


>f 


\ccording  to  Iwai,  not  only  was  the  merger  welcomed  by  the 
ck  market,  it  was  also  strongly  backed  by  both  management 
ms  and  the  employees  of  both  firms.  "Konica  and  Minolta  were 
sonably  well  known,  but  neither  company  was  a  top  manufac- 
|er  in  the  information  imaging  field,"  he  says  candidly.  "It  is  only 
man  to  want  to  be  the  best  at  what  you  do,  so  it  was  not  sur- 
sing  that  our  employees  felt  like  also-rans.  As  a  result,  we  decid- 
to  merge  our  companies,  not  only  to  enhance  competitiveness, 
t  also  to  give  our  employees  the  boost  in  pride  that  would  carry 
to  the  very  top." 

wai  explains  the  new  company's  motto,  "The  essentials  of  imag- 
t"  as  having  a  double  meaning:  "We  will  offer  our  customers  the 
iential  imaging  products  they  need,  and  we  will  become  an  essen- 
I  company  in  the  imaging  world.  In  order  to  achieve  these  targets, 
1  must  adopt  two  new  principles.  First,  we  have  to  discard  old  cus- 
ns  and  never  rest  on  our  past  successes.  Just  as  one  example,  I  never 
ced  for  advice  from  my  seniors  about  how  to  manage  the  company 
er  the  merger  because  past  successes  are  unimportant  when  creat- 
I  something  new.  And  secondly,  we  have  to  remain  innovative  by 
i/ays  seeing  things  from  our  customers'  point  of  view." 
n  the  film-based  era,  both  companies  did  reasonably  well,  but 
ai  is  more  than  aware  of  the  demands  of  the  future.  "All  the  fields 
1  now  work  in  are  going  digital.  In  the  past,  all  our  products, 
lether  cameras,  X-ray  equipment  or  copiers,  involved  printing  to 
n  or  paper.  These  days,  through  digitization,  people  want  images 


Fumio  Iwai 

President  and  CEO,  Konica  Minolta  Holdings,  Inc. 

that  can  be  transferred  anywhere  in  a  matter  of  seconds.  Our  cus- 
tomers will  be  looking  for  new  products  and  new  services  from 
Konica  Minolta.  And  we  intend  to  meet  that  demand." 

Digitization  also  means  that  traditional  barriers  between  industries 
are  falling,  as,  for  example,  former  camera  manufacturers  go  into 
the  printer  business  to  provide  peripherals  for  their  digital  products. 
Iwai  explains,  "Now  that  the  walls  between  products  have  gone,  it 
has  become  difficult  to  define  what  being  in  the  Top  3  means.  We 
are  not  necessarily  going  after  Canon  or  Kodak,  but  we  do  aim  to 
have  the  top  seller  in  each  product  category.  Starting  in  the  spring, 
we  will  be  launching  a  whole  new  line  of  unbeatable  products  with 
the  Konica  Minolta  name." 

Only  time  will  tell  if  this  merger  will  be  truly  successful,  but  at  the 
moment  the  last  word  must  go  to  Iwai:  "Although  I  am  under  a  lot 
of  pressure,  I  believe  we  will  achieve  all  our  goals.  The  markets  have 
confidence  in  us,  and  we  have  confidence  in  ourselves."  ■ 


A 


Fumio  Iiroi  began  his  career  at  Konishiroku  Photo,  the  predecessor  of  Konica  Corporation,  in  1963.  He  worked  as  a  manager  in 
Konica's  camera  and  business  machines  divisions,  becoming  a  director  of  the  firm  in  1992.  In  2001,  he  was  appointed  president 
and  CEO  of  Konica,  and  two  years  Utter  became  th    irst  president  of  Konica  Minolta  Holdings  following  the  merger. 

http://konicaminolta.net 
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AHEAD 


Industry  roadmaps  clearly  show  the  expanse  between  present  and  future. 
At  TEL,  we're  accelerating  our  innovation  to  bridge  that  divide.  You've 
always  known  we  provide  reliable  equipment  and  world-class  support, 
but  gear  up!  Exciting  new  technologies  are  on  the  way. 

TEL.  Innovations  Ahead. 


www.tel.com 
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Innovation,  Internationalization 
nd  Long-term  Staying  Power 


s  little  as  1 0  years  ago,  it  would  have  been  unthinkable  for  a 
i  South  American  working  for  a  French  automaker  to  be 
^appointed  president  of  a  major  Japanese  company,  but  the 
intment  of  Carlos  Ghosn  at  Nissan  has  proved  that  Japan  is 
ging  from  its  long  recession  with  more  innovative  and  interna- 
I  ideas,"  says  Osamu  Nagayama,  president  and  CEO  of  Chugai 
naceutical  Co.,  Ltd.,  Japan's  fifth-largest  drug  company.  In  fact, 
yama  recently  led  Chugai  into  a  strategic  alliance  with  Swiss 
naceutical  giant  Roche,  which,  he  says,  has  significantly  bene- 
both  companies. 

lovation  and  internationalization  seem  to  be  the  twin  pillars  of 
yama's  management  philosophy  —  innovation  because  the 
tific  world  is  changing  faster  than  ever  before,  particularly  in  the 
nercialization  of  new  drugs  developed  using  genomic  informa- 
ind  biotechnology,  and  internationalization  because  companies 
face  global  markets  where  only  the  strongest  can  survive. 


u 


We  have  positioned  ourselves  as  the 
dominant  Japanese  company. . . 
discovering,  developing  and  marketing 
innovative  products. " 

du  have  to  remember  that  drug  research  is  built  on  a  founda- 
)f  failure.  On  average,  only  one  out  of  1 2,000  initial  compounds 
comes  to  fruition  as  a  marketable  drug,"  explains  Nagayama. 
result,  our  researchers  have  to  be  extremely  innovative  if  they 
d  come  up  with  successful  ideas.  This  is  one  area  where  our 
ce  with  Roche  is  very  useful.  Our  combined  chemical  library  — 
umber  of  base  substances  that  can  be  used  to  produce  phar- 
uticals  —  is  extremely  large,  dramatically  increasing  our  effi- 
/  in  finding  drug  candidates.  Furthermore,  we  have  the 
gest  pipeline  of  new  product  development  and  clinical  trials  in 
i.  In  fact,  through  the  alliance,  we  have  been  able  to  position 
Ives  as  the  dominant  Japanese  company  in  terms  of  discover- 
leveloping  and  marketing  excellent  new  products." 
gayama  is  aware  that  Japan  has  a  poor  track  record  in  obtaining 
l?search  talent.  Not  only  has  it  been  difficult  to  attract  foreign 
irchers,  but  also  to  keep  native  talent  from  moving  overseas 
rvers  note  that  many  of  Japan's  Nobel  Prize  winners  in  science 
actually  been  based  in  the  U.S.  or  Europe).  "This  country  must 
how  to  make  working  in  Japan  attractive  to  Japanese,"  says 
yama.  "Beyond  that,  we  also  need  to  attract  innovative 
rchers,  especially  from  Asia.  There  are  too  many  talented  young 
e  simply  flying  over  our  heads  on  their  way  west.. . .  At  Chugai, 
y  as  our  mission  statement  says,  'We  value  employees  who 


Osamu  Nagayama 
President  and  CEO,  Chugai  Pharmaceutical  Co.,  Ltd. 

develop  profound  expertise  and  broad  perspectives  and  who  pursue 
innovation  and  challenges  without  fear  of  failure.'" 

Nagayama  also  emphasizes  the  increasingly  tough  competitive  envi- 
ronment: "More  and  more  we  are  facing  global,  borderless  markets 
where  only  the  strongest  companies  will  survive.  The  days  of  the  small, 
domestic  drug  manufacturer  are  numbered.  In  the  area  of  antibody 
pharmaceuticals,  for  example,  the  stakes  are  very  high.  Only  companies 
that  are  truly  far-sighted  will  have  any  chance  of  making  it  on  the  glob- 
al stage.  To  succeed,  you  have  to  be  financially  strong  enough  to  invest 
in  the  latest  technologies  and  to  build  new  facilities  years  ahead  of  any 
possibility  of  getting  government  approval  for  new  drugs." 

Here  again  Nagayama  believes  he  made  the  right  decision  by 
tying  up  with  Roche:  "We  realized  that  a  mega-merger-type  deal 
would  not  benefit  either  of  us.  Instead,  we  forged  a  strong  interna- 
tional alliance  that  will  be  advantageous  to  both  parties,  particular- 
ly in  the  area  of  innovative  R&D,  but  also  in  marketing;  we  can  help 
Roche  in  Japan  while  benefiting  from  their  position  in  Europe  and 
the  Americas.  Together,  we  are  a  formidable  team."  ■ 


After  graduating  from  the  business  faculty  ersity,  Osamu  Nagayama  joined  the  prestigious  Long-Term  Credit  Bank 

of  Japan,  which  gave  him  an  opportunity  '"•'•'  '"  Japan  In  1978,  he  brought  his  international  perspective  to 

<  Tmgai,  where  he  quickly  rose  through  the  rank  -  appointed  a  director  in  1985,  then  president  in  199^,  and  in  199S  teas 

named  president  of  th£  Japan  Pharmaceutical  ers  Association.                     www.chugai-pharm.co.jp/english 
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Connecting  Creativity  to 
Long-Term  Profits 


Electrical  connectors  are  usually  tiny,  almost  invisible  devices, 
but  they  are  indispensable  in  an  astonishingly  wide  range  of 
instruments,  from  consumer  appliances  to  factory  machinery. 
A  leading  specialist  in  all  sorts  of  connectors,  Hirose  Electric  Co.,  Ltd. 
has  been  well  known  in  Japan  for  decades  and  is  especially  famous 
for  its  stellar  record  in  terms  of  profitability. 


Hideki  Sakai 

Chairman  and  CEO,  Hirose  Electric  Co.,  Ltd. 

Hirose's  stock  was  ranked  No.  1  in  a  recent  return-on-investment  sur- 
vey by  the  Nihon  Keizai  Shimbun  (Nikkei),  outperforming  the  shares  of 
200  major  Japanese  companies  over  a  25-year  period  (1 977-2002).  The 
combined  value  of  share  price  gains  and  dividends  paid  during  this 
period  amounted  to  over  53  times  the  initial  investment  in  Hirose's 
stock.  The  No.  2  company  on  the  list  had  a  return  of  only  38  times. 

For  Chairman  and  CEO  Hideki  Sakai,  who  has  been  at  the  helm 
since  1971,  the  achievement  is  not  surprising.  "High  profitability 
that  also  rewards  shareholders  has  always  been  the  driving  force  for 
me  in  running  this  business,"  he  says.  "From  my  own  experience,  I 
know  how  valuable  capital  is.  When  I  took  charge  as  president  after 


the  death  of  the  company's  founder,  capital  was  very  scarce;  bank: 
were  not  eager  to  lend  to  a  small,  unknown  company." 

The  secret  of  high  profitability,  Sakai  says,  rests  on  two  things 
creativity  and  eliminating  anything  unprofitable.  Creativity  mean; 
doing  something  that  other  people  would  not  do.  This  is  also  tk 
source  of  profitability,  he  says,  and  he  calls  it  "wisdom."  His  respec 
for  creativity  comes  from  his  high  school  days  when  he  was  wile 
about  directing  and  acting  in  dramas. 

Eliminating  what  is  unprofitable  sounds  easy,  but  is  often  quite 
difficult.  Hirose  Electric  derives  30%  of  its  profits  from  new  prod 
ucts,  but  when  a  new  product  is  unprofitable  or  when  it  ceases  tc 
be  profitable,  it  is  discontinued.  "Discontinuation  is  a  difficult  thing 
and  the  decision  to  do  so  must  be  made  by  top  management.  That's 
one  of  management's  key  responsibilities,"  Sakai  points  out. 

"High  profitability  that  also  rewards 

shareholders  has  always  been  the  driving 

force  for  me  in  running  this  business. " 

"However,  top  management's  most  important  job  is  to  identify  where 
profits  lie.  That's  my  job,  and  it  occupies  most  of  my  time." 

Sakai  thinks  being  small  helps  his  company  get  rid  of  unprofitable 
business.  "If  you  seek  volume  or  size,  you  resort  to  price  cuts,  which 
leads  to  less  profitability,  forcing  you  to  struggle  for  an  even  larger 
volume  or  market  share  at  even  lower  prices.  This  is  the  last  thing 
want  for  my  company,  yet  many  businesses  are  easily  trapped  in 
that  vicious  cycle." 

The  least  profitable  part  of  the  manufacturing  business  is  the  pro 
duction  process  itself.  "Costs  and  profitability  are  predominantly 
determined  at  the  design  stage,  and  that's  where  we  put  most  of 
our  resources,"  Sakai  says,  explaining  his  company's  policy  of  out- 
sourcing production  rather  than  maintaining  its  own  facilities. 

"When  we  started,  we  couldn't  afford  to  invest  in  production 
facilities,  so  we  were  forced  to  go  'fabless,'  and  it  worked."  In  order 
to  keep  the  "fabless"  system  running  smoothly,  the  company  works 
hard  to  maintain  close  communications  with  its  production  con- 
tractors, providing  assistance  to  help  boost  their  profitability,  even 
dispatching  engineers  if  needed. 

One  challenge  for  Hirose  is  to  enhance  its  name  recognition  over- 
seas and  gain  greater  access  to  global  markets.  "At  the  moment,  the 
U.S.  is  our  most  important  market,  but  Europe,  followed  by  Asia,  par- 
ticularly China,  will  also  become  important  in  the  near  future," 
Sakai  says.  Whatever  the  shifts  in  various  markets,  Hirose's  business 
foundation  will  always  be  the  same:  Obtain  maximum  profitability 
in  every  aspect  of  business  and  keep  the  share  price  growing.  ■ 


Hideki  Sakai  joined  the  predecessor  of  todays  Hirose  Electric  in  1952,  becoming  a  director  in  1970  and  rising  to  the  presidency 
just  ii  year  Inter.  lie  scm  d  as  president  until  2000,  when  he  assumed  the  post  of  chairman  and  CEO.  Sakai  has  loved  the  the- 
ater si  net  his  school  dans  and  is  still  a  dedicated  opera  Jan.  He  is  active  in  the  Tokyo  ( 'hamber  of  Commerce  and  serves  as  a 
senior  officer  of  tiro  important  industry  associations 


www.hirose.  co.jp  j 
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Everything  we  touch  turns  green 


One  thing  we've  discovered  about  green  is  that  it 
really  rubs  off. 

At  Ricoh,  we  work  with  an  environmental  man- 
agement system  that  embraces  green  concepts: 
conserving  and  recycling  resources,  conserving  energy 
and  preventing  pollution.  Now  we're  seeing  this  commit- 
ment rub  off  onto  our  suppliers,  contractors  and 
customers.  Or,  as  we  call  them,  our  "Green  Partners." 

Of  course,  we've  helped  the  process  along. 
We  encourage  suppliers  to  establish  their  own 
environmental  management  systems,  offering  hands- 
on  help  if  they  need  it.  We  also  make  it  a  point  to 


share  green  guidelines  and  technologies  with  all 
our  business  partners. 

As  a  global  leader  in  digital  office  equipment, 
we're  in  a  good  position  to  get  the  green  message 
out.  But  it  would  never  spread  if  it  didn't  make 
good  sense.  Partner  companies  are  realizing  first- 
hand that  environmentally  sound  practices  reduce 
waste  and  increase  business  opportunities. 
Together  with  eco-savvy  customers,  we're  creating 
a  virtuous  cycle  of  sustainability  and  profitability. 

What's  good  for  the  earth  is  good  for  business. 
Now  that's  a  thought  worth  sharing. 


How  well  do  you  share? 


UD(M' 

Image  Communication 


www.ricoh.com/ecology/ 


"Our  business  vis 


"Optimized  productivity." 


—    "Flexible  work  style." 
lat's  the  new  business 


As  personal  values  and  ways  of  life  change,  so  do  ways  of  doing  business.  Now,  work  styles  are  evolving  to  meet  changing 
needs.  However  you  work,  wherever  you  go,  Brother  provides  a  wide  lineup  of  multi-function  products,  backed  by 
a  responsive  worldwide  support  and  service  network.  So  you  can  create  your  own  business  style  for  the  future. 

Multi-Function  Center  series —  worksite  innovation 




^+**>n^,  M  ■     ■     At  your  side. 


Laser  Flatbed  MFC  Laser  MFC 


m  brother 

.Color  Flatbed  MFC  BROTHER  INDUSTRIES,  LTD.  Nagoya,  Japan  www.brother.com 
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3nly  the  Best  Is  Good  Enough 


Roaming  through  highland  scenery  has  been  Nonyuki  Inoue's 
passion  since  his  student  days.  He  takes  pleasure  in  the 
kaleidoscopic  changing  of  vistas,  the  inspiring  hope  aroused 
a  new  dawn,  and  the  sense  of  achievement  evoked  by  a  slow- 
setting  sun. 

It  was  on  a  holiday  of  this  kind  in  summer  2003  that  Inoue 
perienced  first-hand  an  event  that  was  to  influence  his  per- 
ective  as  Chairman  and  Chief  Executive  Officer  of  Daikin 
dustries,  Ltd.  "I  was  walking  through  the  highlands  of 
vitzerland  as  that  country,  and  virtually  all  of  Europe,  was  being 
eked  by  the  hottest  weather  in  two  centuries.  I  immediately 
nsed  that  the  significance  and  consequences  of  those  days 
ould  transcend  matters  merely  of  meteorological  interest." 

'Daikin  provides  customers  in  all  regions 

only  its  most  technologically  advanced 

systems. " 

He  was  totally  correct.  The  heatwave  that  swept  through  Europe 
l  the  summer  of  2003,  and  the  discomfort,  hardships  and  death 
lat  accompanied  it,  changed  the  thinking  of  Europeans  toward 
ir-conditioning  irreversibly.  For  Inoue,  the  head  of  one  of  the 
world's  foremost  producers  of  A/C  systems,  the  outlook,  like  the 
/eather,  underwent  a  cataclysmic  change  as  a  result. 

Daikin  currently  ranks  No.3  worldwide  in  A/C  manufacture,  with 

comprehensive  lineup  from  room  units  to  commercial  and  office 
wilding  installations.  But  the  company's  operations  are  in  fact 
pmarkably  diverse:  besides  A/C  and  refrigeration  equipment, 
taikin  also  has  a  front-line  presence  in  fluorochemicals  and  is  a 
jgnificant  producer  of  oil  hydraulics  equipment,  defense  systems, 
slectronics  and  semiconductors.  Still,  it  is  on  A/C  business  that  the 
:ompany  thrives. 

"We're  presently  No.2  in  the  European  A/C  market,"  Inoue 
fxphains,  "but  we're  hoping  to  capture  the  No.1  spot  this  year. 
Jntil  summer  2003  much  of  Europe  saw  no  dire  need  for  air-con- 
litioning.  But  now  perceptions  have  changed  drastically,  especial- 
/  with  respect  to  installations  in  hospitals,  facilities  for  the  elder- 
/,  offices  and  schools."  Daikin  has  been  operating  in  Europe  for 
10  years,  but  to  cope  with  dramatic  expansion  in  demand  the 
ompany  is  currently  building  a  new  factory  of  major  scale  in  the 
izech  Republic. 

While  Europe  may  be  a  high  point  in  Daikin's  prospectus,  it  is  by 
10  means  the  pinnacle.  That  honor  goes  to  China.  "China  today  is 
he  world's  biggest  market  for  A/C  equipment,"  Inoue  notes,  "and 
wo  factors  are  contributing  to  its  phenomenal-growth:  the  emer- 


Noriyuki  Inoue 

Chairman  and  CEO,  Daikin  Industries,  Ltd. 

gence  of  a  huge  affluent  class,  now  80  million  in  number;  and  two 
high-profile  national  projects  in  the  pipeline,  the  2008  Beijing 
Olympics  and  the  2010  Shanghai  Expo."  Inoue  predicts  that  the 
Chinese  economy  will  sustain  its  robust  growth  at  least  until  those 
projects  are  brought  to  fruition,  and  Daikin  aims  to  be  a  major 
benefactor  by  dint  of  its  area-focused  marketing  strategy. 

"Chinese  customers  recognize  value,"  he  explains,  "and  Daikin 
makes  a  point  of  providing  customers  in  China  -  as  in  all  regions  - 
only  its  most  technologically  advanced  systems.  Everything  we 
supply  is  the  best  we  have  on  offer.  That  enables  us  to  avoid  the 
cutthroat  competition  in  the  low-end  market."  Daikin  already 
operates  12  bases  in  China,  and  three  more  are  in  preparation. 

This  year  Daikin  celebrates  its  80th  anniversary.  With  dynamic 
pushes  from  the  European  and  Chinese  markets,  the  company 
looks  forward  to  recording  its  10th  straight  year  of  profit 
expansion.  ■ 


Noriyvki  Inoue  served  as  Daikin's  president  for  eight  years  before  becoming  chairman  in  2002.  At  a  time  when  most 
■Japanese  companies  are  struggling  and  restructuring,  he  is  confidently  leading  Daikin  to  its  10th  consecutive  year  of  prof- 
it growth. 

www.  daikin.  com 
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Baking  for  the  World's  Most 
Demanding  Consumers 

T 


he  past  few  years  have  been  difficult,"  says  President  Nobuhiro 
lijima,  brimming  with  energy  even  as  he  recounts  the  story  of 
Yamazaki  Baking  Co.,  Ltd.'s  recovery  from  its  recent  tribulations. 
A  few  years  ago,  the  entire  Japanese  food  industry  fell  under  public 
scrutiny  after  a  widely  publicized  poisoning  incident  in  the  dairy  busi- 
ness. Public  anxieties  spilled  over  to  Yamazaki  Baking  in  the  form  of  con- 
sumer claims  about  insect  contamination,  resulting  in  product  recalls 
and  calls  for  improvements  from  retailers  and  public  health  authorities. 


Nobuhiro  lijima 

President  and  CEO,  Yamazaki  Baking  Co.,  Ltd. 

"At  first,  we  weren't  sure  what  to  do,"  says  lijima.  "We  had  a  first- 
class  system  for  preventing  bacterial  contamination,  but  insert  con- 
tamination was  a  new  issue.  We  turned  to  the  American  Institute  of 
Baking,  a  world  leader  in  plant  safety,  which  helped  us  implement 
standards  that  had  been  successfully  used  in  America.  By  responding 
promptly  to  heightened  consumer  concerns  about  food  safety,  the  cri- 
sis is  now  behind  us  and  we  can  focus  on  regaining  our  momentum." 

Facing  an  urgent  need  to  rebuild  sales  after  the  insert  scare, 
lijima,  a  devout  Christian,  turned  to  personal  prayer  and  Bible  study 


to  seek  guidance  and  inspiration.  Coincidentally,  he  also  attende 
the  annual  conference  of  the  Peter  F.  Drucker  Foundation  fi 
Nonprofit  Management,  where  he  is  a  member  of  the  Advisoi 
Board.  As  an  aside,  he  notes,  "We've  eagerly  followed  Pet 
Drucker's  management  theories  since  the  1960s,  and  I  was  lu 
enough  to  be  introduced  to  this  group  in  the  early  1990s." 

Struck  by  similarities  between  the  ideas  being  expressed  at  tl 
conference  and  his  Biblical  search  for  what  he  calls  the  "way  to  lifeJ 
in  business  practice,  lijima  began  implementing  his  revised  strateg 
in  2002.  As  a  result,  Yamazaki  Baking  restructured  its  sal 
approach  and  soon  introduced  several  hit  products.  To  rebuild  proi 
itability,  lijima  began  controlling  ordinary  income  by  product  I  in 

"Japanese  consumers  are  the  most 

demanding  in  the  world.  Give  them  what 

they  want  and  you'll  have  their  complete 

loyalty;  let  them  down  and  they're  gone- 

perhaps  forever. 
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and  by  individual  products,  a  method  he  had  first  experimente 
with  to  turn  around  ailing  U.S.  operations.  Yamazaki  is  now  back  oij 
track,  and  looking  at  growth  in  both  sales  and  profits  this  year. 

Founded  by  his  father,  Tojuro  lijima,  in  1948  to  supply  people  witl 
fresh,  high-quality  baked  goods  in  the  difficult  post-war  years 
Yamazaki  has  evolved  into  a  nationally-known  brand  name  with  it 
own  chain  of  2,160  convenience  stores  and  bakeshops.  Every  day  i 
delivers  its  food  products  to  some  98,000  outlets  throughout  Japa 
from  its  25  large-scale  bakery  plants.  Today,  the  Yamazaki  Grouf 
comprises  40  companies,  with  consolidated  net  sales  of  ¥775  billion 
or  approximately  US$7  billion. 

To  maintain  its  leadership,  Yamazaki  Baking  introduces  an  unbe 
lievable  4,000  new  products  a  year.  How  is  such  a  feat  possible 
lijima  explains:  "Our  plants  are  not  only  responsible  for  making  anc 
selling  their  goods,  but  also  compete  with  each  other  across  prod 
urt  lines.  Our  people  responsible  for  new  products  must  be  as  close 
as  possible  to  consumers  and  retailers,  where  new  ideas  sprinc 
from.  Technological  sophistication  helps  to  create  new  value  for  ou 
customers,  turning  their  desires  into  new  products." 

Asked  how  Yamazaki  Baking  manages  to  maintain  such  high 
energy  levels  in  its  product  development  programs,  lijima  replies  ir 
a  way  that  sums  up  the  past  few  years:  "Necessity!  Japanese  con- 
sumers are  the  most  demanding  in  the  world.  Give  them  what  the} 
want  and  you'll  have  their  complete  loyalty;  let  them  down  anc 
they're  gone  —  perhaps  forever."  ■ 


Nobuhiro  Hjin  izaki  after  graduation  from  Tokyo's  Hitotsubashi  University,  The  company  sent  him  to  London 

to  study  baking  a  South  Hank  University,  from  which  he  holds  an  Honorary  Doctor  of  Science  degree.  He  was 

named  president  q)  ,~>i   lijima  also  screes  as  chairman  of  two  industry  groups  i)i  the  food  sector  OS  icell  as  rice 

chairman  of  World  \  -                 a  Christian  relief and  development  organization.                    www  vamazakipan.co.jp 
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EPSON 


I  see  happiness. 

An  image  has  the  power  to  spark  an  emotion.    To  explain  a  feeling,  and  to  capture  a  special  moment.    With  Epson  that  moment  can  last  a  lifetime. 

www.epson.com 

--  Enson  is  a  reaistered  trademark  of  Seiko  Epson  Corporation. 
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From  Still  Photos  to  Broadband 
Video,  Shooting  for  No.  1  in  Imaging 


Last  autumn,  Canon  released  a  lightweight,  high-resolution  dig- 
ital SLR  camera  that  uses  standard  Canon  lenses.  Packed  with 
innovations,  this  camera  hit  the  U.S.  market  for  several  hundred 
dollars  less  than  its  closest  rivals.  Even  jaded  reviewers  said  things 
like,  "Other  camera  companies  must  be  nervous,"  and  "If  Canon 
keeps  turning  out  world-class  products  at  affordable  prices,  they  will 
have  no  rivals.  They  will  own  this  market." 


Fujio  Mitarai 

President  and  CEO,  Canon  Inc. 

Such  accolades  bring  a  smile  to  Fujio  Mitarai,  president  and  CEO 
of  Canon  Inc.  His  long-term  goal  is  to  be  No.  1,  not  just  in  cameras, 
but  in  every  major  product  area  where  Canon  competes:  printers, 
copiers,  scanners,  and  other  imaging  and  output  devices. 

"In  our  business,  it  is  essential  to  create  a  constant  supply  of  inno- 
vative new  products  at  affordable  prices  so  that  consumers  will  want 
to  keep  upgrading  to  newer  models,"  he  says.  "We  try  to  replace 
more  than  half  of  our  entire  consumer  product  line  every  year." 

Replace  half  an  entire  product  line  every  year?  It  sounds  impossible. 
"R&D  is  the  key,"  Mitarai  confides.  "We  spend  about  8%  of  our  total 


consolidated  annual  sales  on  R&D.  For  a  manufacturer,  R&D  is  not  mere- 
ly important,  it's  vital.  When  you  have  to  constantly  bring  out  new  prod- 
ucts to  stay  ahead  of  the  game,  R&D  is  like  insurance." 

He  points  to  the  SLR  camera  mentioned  above.  "The  key  compo- 
nent of  that  camera  is  what's  called  a  CMOS  sensor,"  he  explains. 
"The  problem  with  these  high-speed,  energy-saving  CMOS  chips  is 
that  they're  difficult  to  produce;  they  have  a  very  low  yield.  But  we 
developed  a  breakthrough  technology  to  double  the  yield.  As  a 
result,  our  newest  cameras  are  powered  by  smaller,  more  sophisti 
cated  components  that  we  designed,  developed  and  manufactured.' 

"R&D  is  not  merely  important,  it's  vital. 

When  you  have  to  constantly  bring  out 

new  products  to  stay  ahead  of  the  game, 

R&D  is  like  insurance. " 

And  that  is  how  Mitarai  plans  to  stay  ahead  —  by  investing  heav- 
ily in  basic  research,developing  and  producing  his  own  products,  am 
then  marketing  them  aggressively.  Mitarai  is  already  famous  foi 
making  Canon  one  of  the  most  cost-efficient  firms  in  the  industry. 

"You  cannot  control  costs  piecemeal,"  he  insists.  "You  must  sta 
building  in  cost  savings  right  from  the  beginning,  at  the  plannim 
stage...  It's  the  same  for  environmental  policies.  You  must  plan  righl 
from  the  start  to  minimize  energy  consumption,  avoid  using  ha* 
ardous  substances,  eliminate  waste,  recycle  materials,  and  so  on." 

Where  is  Canon's  technology  heading?  Mitarai  explains:  "The) 
world  of  analog  equipment  is  stand-alone.  Think  of  an  SLR  camera 
You  can  shoot  pictures  with  it;  that's  all.  The  era  we  see  now  is  one 
of  digital  networking.  You  shoot  a  picture,  you  send  it  over  a  cable  tc 
your  printer,  and  out  comes  a  beautiful  color  print.  Or  perhaps  yoi 
send  that  data  around  the  world  and  your  family  makes  their  owr 
prints.  The  next  era  will  be  an  extension  of  this,  but  far  more  excit- 
ing. As  a  true  broadband  era  opens  up,  the  norm  will  shift  from  stil 
pictures  to  moving  pictures,  which  is  why  Canon  is  creating  system? 
that  go  beyond  reproducing  still  images." 

By  the  end  of  2004,  Canon  will  release  its  first  flat-panel  display 
co-developed  with  Toshiba.  Predictably,  it  is  neither  an  LCD  nor  plas- 
ma screen.  Instead,  it  uses  a  new  technology  called  SED. 

"Easy  access  to  moving  images  will  change  the  world,"  Mitara 
says.  "A  practical  videophone  is  not  so  far  away.  We  have  the  tech- 
nology now;  only  the  infrastructure  is  lacking." 

When  the  broadband  infrastructure  catches  up  to  today's  imag 
ing  technology,  you  can  bet  that  Canon  will  be  at  the  heart  o 
things,  capturing,  printing  and  displaying  all  kinds  of  images.  ■ 


E 


Mitami  joined  the  predecessor  of  Canon  Inc.  in  1961  after  graduating  from  Onto  University.  From  1966-89.  he  lived  in  North 
Animal,  serving  ns  president  (in<!  ( 'EOqf  Canon  I  S  l  foi  he  last  10  oj  those  years.  Since  assuming  the  presidency  of  Canon 
Inc.  in  199').  In  ims  strength*  tied  Canons  financial  and  management  stem  ture. 

www.  canon,  com 
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One  drop.  A  world  of  flavor. 
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Over  300  years  ago,  Kikkoman  created  the  first  drop 
of  a  unique  seasoning  that  today  inspires  the  world. 
Using  only  the  finest  natural  ingredients  including 
soybeans,  wheat,  salt  and  pure  water,  Kikkoman  soy 
sauce  has  been  naturally  brewed  to  the  same 
traditional  recipe  ever  since.  Today  Kikkoman  is  among 
the  world's  oldest  and  most  well  known  brands, 
appreciated  around  the  world  for  the  original  taste  it 
brings  to  other  ingredients,  and  its  versatility  in  imparting 
a  delicious  flavor  before,  during  and  after  cooking. 


To  support  sales  in  over  one  hundred  countries, 
Kikkoman  has  production  facilities  in  Japan, 
the  U.S.A.,  Europe,  Asia,  and,  from  2002,  in  China. 
As  a  responsible  corporate  citizen,  Kikkoman  is 
committed  to  working  in  harmony  with  nature 
through  the  responsible  recycling  of  waste,  and  to 
being  an  involved  member  of  the  local  communities 
in  which  we  operate.  This  philosophy,  carefully 
matured  over  time,  is  central  to  our  ability  to  create 
a  world  of  flavor  from  a  single  drop  of  soy  sauce. 


KIKKOMAN 


Kikkoman  Corporation  2-1-1,  Nishi-Shinbashi,  Minato-ku,  Tokyo  105-8428,  Japan  (  http://www.kikkoman.com  ] 
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Working  on  the  New  Frontier 


High  above  the  busy  streets  of  Shinjuku,  at  the  Tokyo  head- 
quarters of  East  Japan  Railway  Company  (universally  known 
as  JR  East),  Mutsutake  Otsuka  eagerly  explores  the  subject  of 
his  company's  future.  Transporting  16  million  people  a  day  through 
a  network  of  1,695  stations  in  the  eastern  part  of  Japan,  JR  East  is 
the  largest  railway  company  in  the  world.  Last  year,  it  became  the 
first  of  the  former  Japan  National  Railways  companies  to  be  fully 


Mutsutake  Otsuka 

President  and  CEO,  East  Japan  Railway  Company 

privatized  and  has  shown  solid  growth  in  its  most  recent  fiscal  year. 
This  is  not  to  say  the  tracks  ahead  are  without  challenges.  The  trans- 
portation market,  which  generates  70%  of  JR  East's  operating  rev- 
enues, is  clearly  mature.  Nevertheless,  Otsuka  still  sees  potential  in  one 
area  —  foreign  tourists.  "Only  five  million  tourists  visit  Japan  annually, 
about  one-third  the  number  of  Japanese  traveling  abroad,"  he  points 
out.  To  rectify  this  disparity,  which  many  see  as  one  key  to  revitalizing 
the  domestic  economy,  the  Ministry  of  Land,  Infrastructure,  and 


Transport  has  initiated  a  national  project,  the  Visit  Japan  Campaign, 
double  the  number  of  tourists  by  2010.  JR  East  is  leading  this  plan  t 
facilitating  travel  for  foreigners,  developing  and  marketing  air  and  \i 
tourism  packages,  and  getting  information  about  Japan  out  to  the  worl 
But  the  main  thrust  of  Otsuka's  strategy  for  dealing  with  a  matui 
market  is  his  New  Frontier  Plan  21 ,  under  which  JR  East  is  to  becorr 
a  "lifestyle  services  group."  Behind  the  obvious  branding  aspect  < 
those  words  is  a  plan  to  leverage  JR  East's  broad  array  of  assets  t 
become  the  world's  largest  provider  of  lifestyle  services.  A  top  prio 
ity  is  transforming  stations  into  places  where  people  gather,  sho 
dine,  and  otherwise  enjoy  themselves  rather  than  just  pass  throug 
Completed  in  early  2002,  the  renovation  of  Ueno  Station  —  the  fir; 
major  station  to  be  refurbished  —  has  been  a  big  hit  with  passer 
gers,  the  local  community,  and  JR  East's  railway  passenger  revenue 

"We  are  leading  the  national  plan  to  doublt 
the  number  of  foreign  tourists  in  Japan. 


31 


"In  today's  business  world,  management  must  plan  in  several  tirm 
frames  at  once,"  offers  Otsuka.  "And  you  need  to  roll  forward  yoi 
goals  to  absorb  the  impact  of  new  conditions  and  technologies."  Hi 
eyes  sparkle  as  he  outlines  his  plans  to  redevelop  Tokyo  Station  (se 
picture  at  left),  the  greatest  jewel  in  the  crown  of  gateway  station 
around  the  capital.  To  be  completed  in  2010,  the  project  will  restor 
Tokyo  Station  to  its  original,  Free  Classic  design  and  redevelop  th 
area  into  a  major  business  and  commercial  complex  with  twin  sk\ 
scrapers  to  serve  the  millions  of  people  who  visit  and  use  the  Statior 

Otsuka  believes  in  quickly  capitalizing  on  the  immense  success  c 
the  "Suica"  (Super  Urban  Intelligent  Card),  a  smart  card  that  serve 
as  an  electronic  train  pass.  "After  just  two  years,  we  already  hav 
7.5  million  users,"  he  exclaims.  The  next  step  is  to  expand  servic 
areas  by  providing  new  functions.  The  View  Suica  card,  combining 
the  digital  train  pass  with  a  credit  card  function,  is  already  in  circu 
lation.  An  e-money  function  is  slated  for  next  spring,  and  the  sei 
vice  area  will  expand  to  shops  and  restaurants  around  the  station: 
And  a  Suica  IC  chip  for  mobile  phones  is  also  in  the  works,  openim 
the  door  to  the  new  paradigm  of  lifestyle  services. 

For  Otsuka,  the  environment  is  one  issue  that  has  no  timeframe. " 
believe  that  the  environment  is  a  major,  constant,  and  growing  issu' 
for  corporate  citizens,  and  we  fully  intend  to  be  as  'green'  as  ou 
logo,"  he  says,  pointing  to  JR  East's  green  symbol.  "Under  our  curren 
five-year  environmental  plan,  we  are  aiming  to  reduce  C02  emission 
to  80%  of  1 990  levels  by  March  2006.  Since  we  are  already  down  t< 
84%,  this  goal  is  virtually  assured."  As  usual,  Otsuka  is  looking  to  thi 
future,  and  his  plans  should  develop  right  on  schedule.  ■ 


Mutsutake  <  )tsuka  was  born  in  Beijing,  where  his  father  was  a  Southern  Manchuria  Railway  executive.  He  joined  Japan  National 
Railways  in  1965  and  continued  to  rise  within  IR  East  when  it  was  formed  in  1987.  President  and  CEO  since  2000,  Otsuka  still 
finds  time  to  indulge  his  passions  for  music  and  golf. 

www.jreast.  co.jp/e/ 
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he  Kansai  Electric  Power  Co.,  Inc.  is  trans 
forming  the  way  the  world  interacts  with  ener- 
gy. As  the  leading  provider  of  power  to 
Kansai,  we  offer  our  residential,  commercial 
and  industrial  customers  a  total  palette  of  energy  op- 
tions. Whichever  they  choose,  they  benefit  from  an 
energy  grid  developed  and  operated  with  top  priority 
on  environmental  compatibility.  Our  commitment  to 
protect  the  Earth's  environment  has  been  acknowl- 


O  KANSA! 

ELECTRIC  POWER  CO  IN~ 

www.kepco.co.jp 


edged  and  confirmed  with  receipt  of 
"EcoLeaf"  certification  from  the  Japan  Envi- 
ronmental Management  Association  for  Indus- 
try (JEMAJ)  in  July  2003.  But  our  initiatives 
into  eco-friendly  energy  are  not  limited  to  the 
domestic  scene.  We  are  also  collab- 
orating with  partners  worldwide  to  lO™  I 
ensure  a  safe  and  healthy  environ- 
ment for  future  generations. 


No.  AT-03-001 
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High-Tech  Transport 
Created  for      „ 

■ 

the  21  st  Century 
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In  keeping  with  its  corporate  focus  on  developing  environmentally  friendly  products  that  are 
immediately  applicable  today  but  also  have  potential  to  satisfy  needs  well  into  the  future, 
Mitsubishi  Heavy  Industries  has  launched  the  "Crystal  Mover."  An  automated  people  mover 
(APM)  system  designed  as  medium-capacity  transport  for  cities  and  airports,  the  Crystal  Mover 
is  already  drawing  wide  attention,  rave  reviews,  and  expanding  orders  -  including  international 
airports  in  Washington  (Dulles),  Miami,  Singapore  and  Incheon,  Korea. 


MITSUBISHI 
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Vision  for  the  Digital 
orkplace  of  Tomorrow 


n  the  analog  age,  everything  was  simple  and  predictable,"  says 

Masamitsu  Sakurai,  president  and  CEO  of  Ricoh  Co.,  Ltd.  "All 

I  we  cared  about  were  the  basics.  If  we  take  copiers  as  an  exam- 

e,  we  worried  about  image  quality,  speed,  and  the  cost  of  con- 

Imables  such  as  paper. 

"In  the  digital  age,  it's  a  whole  different  world,"  Sakurai  says. 
tow,  with  the  power  of  networking,  the  digital  system  makes 
issible  a  wide  range  of  things  that  were  unimagined  before.  That 
rces  us  to  be  constantly  thinking  about  our  customers'  latent 
(eds.  We  must  be  ready  to  take  advantage  of  the  digital  and  net- 
ting nature  of  today's  business." 
Back  in  the  1970s,  Ricoh  innovated  the  modern  office  with  OA 
ffice  automation)  equipment.  From  the  very  start,  Ricoh  focused 
energies  on  simplifying  work,  thus  freeing  office  workers  to  be 
ore  productive  and  creative.  Bridging  the  gap  between  man  and 
achine  has  always  been  a  cornerstone  of  Ricoh's  philosophy. 

'Our  goal  is  nothing  less  than  to  free 
people  from  the  confines  of  the  office. " 

It  was  in  the  70s  that  a  general  awareness  of  the  huge  potential 

digital  technology  first  began  to  emerge.  "Everybody  knew  that 

e  future  of  technology  would  be  digital,  but  not  everyone  was 

ady  to  support  a  change  to  digital  products  right  away,"  Sakurai 

members.  Despite  internal  debates  over  the  timing  and  practical 

Dplications  of  adding  digital  technology  to  its  product  line,  Ricoh 

ade  a  bold  decision  in  the  mid-1980s  to  "go  digital." 

With  the  widespread  implementation  of  digital  technology, 

coh  is  finally  in  a  position  to  take  its  vision  to  the  next  level, 

arshaling  the  power  of  networks  and  the  Internet  to  give  today's 

isinesspeople  unheard-of  flexibility  and  speed. 

Has  the  company's  early  gamble  on  developing  digital  products 

id-off?  One  has  only  to  look  at  Ricoh's  record  of  continuous 

althy  growth  in  both  sales  and  profits  throughout  the  past 

ecade  —  a  period  when  so  many  other  big  firms  were  struggling 

nd  shrinking.  Today,  the  Ricoh  group  employs  75,000  people,  all 

cheated  to  providing  customers  with  hardware,  systems  and 

rvices  to  help  them  maximize  productivity  and  efficiency  at  min- 

num  cost. 

Sakurai  says  there  is  no  mystery  to  his  firm's  success:  "We  stress 
vo  basics  —  maximum  cost  reduction  and  efficient  use  of  capital." 
In  fact,  his  management  approach  emphasizes  other,  more  pro- 
ressive  factors  as  well,  such  as  corporate  citizenship  —  "No 
Dmpany  can  survive  in  the  long  run  if  it  ignores- its  social  respon- 
bilities"  —  and  environmental  responsibility,  which  Sakurai 


Masamitsu  Sakurai 

President  and  CEO,  Ricoh  Co.,  Ltd. 

insists,  "is  completely  compatible  with  profitability."  He  adds,  "We 
pursue  environmental  responsibility  in  every  aspect  of  our  man- 
agement and  operations." 

Having  achieved  so  much  already,  where  is  his  business  head- 
ing now?  Sakurai  responds  thoughtfully:  "Increasing  digitization 
and  networking  mean  that  our  next  goal  is  nothing  less  than  to 
free  people  from  the  confines  of  the  office.  Access  to  equipment 
installed  in  offices  will  become  more  and  more  common  from  out- 
side locations,  and  vice  versa.  Computers  and  other  kinds  of  office 
equipment  will  become  steadily  smaller  and  more  portable.  This 
will  free  us  from  the  limitations  of  distance  and  time  that  are  still 
imposed  by  conventional  equipment. 

"Our  new  generation  of  multifunction  units  is  supported  by 
open  architecture  software  and  built  around  a  broadband-ready 
server,  allowing  us  to  take  document  management  boldly  into  the 
21st  century."  ■ 


The  first  Ricoh  president  with  a  technology  background,  Masamitsu  Sakurai  graduated  from  Waseda  University  and  joined  Ricoh 
in  1966.  In  1996,  he  was  chosen  to  head  the  company  over  several  more  senior  candidates.  He  led  tfie  Ricoh  Group  to  a  n  itith 
consecutive  year  of  growth  in  fiscal  2003. 

www.  ricoh.  com 
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irong  Leadership  Needed  to 
((ick-Start  Economic  Growth 


he  past  decade  has  witnessed  the  reorganization  of  Japanese 
companies,  but  now  things  are  improving,"  says  Yuzaburo  Mogi, 
president  and  CEO  of  Kikkoman  Corporation,  the  world's 
est  soy  sauce  manufacturer.  "Right  now,  we  are  hoping  for  con- 
ed strong  government  leadership  to  clean  up  nonperforming 
fns,  promote  deregulation,  and  accomplish  necessary  structural 
rms.  If  this  happens,  I  believe  the  Japanese  economy  will  show  a 
arkable  improvement  which  will  lead  to  sustainable  growth." 
ogi  is  clear  about  what  needs  to  be  done.  First,  the  Japanese  gov- 
ment  and  companies  must  ensure  growth  in  the  domestic  market, 
ich  has  remained  stagnant  for  several  years.  Kikkoman  is  a  case  in 
nt.  During  Japan's  recession,  price  pressure  has  been  extreme,  but 
her  than  fight  purely  on  price,  Mogi  decided  Kikkoman  should 
'est  in  higher-value-added  products  such  as  premium-grade  soy 

The  watchwords  for  the  next  decade  are 

quality,  corporate  governance  and 

internationalization. " 

jce  "Future  success  will  depend  very  much  on  product  quality," 
lains  Mogi.  "If  we  only  produce  standard  products,  we  will  always 
e  downward  price  pressures,  but  if  we  produce  quality  products 
lored  to  individual  markets  we  can  succeed." 
Mogi  also  feels  that  Japan  needs  to  attract  more  foreign  investment. 
•  notes  that  current  signs  of  revitalization,  such  as  increased  stock 
ces  and  stronger  corporate  earnings,  are  due  to  market  forces, 
lowever,"  he  says,  "the  government  must  work  to  increase  invest- 
?nt  into  Japan  —  for  example,  by  reducing  corporate  tax  rates,  now 
around  40%,  and  leveling  personal  taxes,  where  the  top  rate  is 
Dund  50%.  The  government  needs  to  make  Japan  a  destination  of 
oice  for  overseas  investors  because  an  influx  of  foreign  capital  will 
activate  the  economy  and  bring  about  sustainable  growth." 
Magi's  next  point  concerns  corporate  governance.  Japanese  compa- 
?s  have  come  to  realize  the  value  of  disclosure,  and  the  recently 
»/ised  Commercial  Code  will  encourage  them  further.  Under  the  revi- 
jn,  companies  must  now  select  either  to  enhance  the  auditor  system 
thin  the  Japanese  style  of  corporate  governance,  or  shift  to  a  U.S.  style 
th  outside  directors  and  three  separate  committees  inside  the  board 
ominations,  compensation,  and  auditing). 

Even  if  companies  choose  the  traditional  Japanese  style,"  says 
ogi,  "the  changes  in  the  Code  will  bring  about  improved  corporate 
ivernance."  Although  Kikkoman  has  not  shifted  to  the  U.S.  style,  it  has 
eady  made  several  changes,  such  as  introducing  two  outside  direc- 
|  rs  and  two  outside  auditors  to  strengthen  corporate  governance, 
rthermore,  in  2004  the  company  will  begin  publishing  quarterly 


Yuzaburo  Mogi 

President  and  CEO,  Kikkoman  Corporation 

financial  reports,  instead  of  the  current  half-year  figures.  Mogi  also  rec- 
ognizes the  importance  of  investor  relations.  Twice  a  year  he  organizes 
"information  meetings"  in  Japan  and  equivalent  annual  meetings  in 
both  the  United  States  and  Europe  to  ensure  that  investors  are  kept 
well  informed  of  the  company's  activities. 

Mogi  believes  internationalization  is  also  critical.  "Not  only  do 
Japanese  companies  do  business  overseas  nowadays,"  he  says,  "but 
they  are  becoming  better  at  recognizing  the  specific  needs  of  individ- 
ual markets.  Kikkoman  has  proved  this  point,  not  only  in  the  United 
States,  our  largest  overseas  market,  where  sales  have  expanded 
steadily  since  the  company's  launch  in  1950,  but  also  in  Europe, 
where  sales  are  growing  well.  Our  plant  in  the  Netherlands,  for  exam- 
ple, has  recorded  a  doubling  of  capacity  within  the  past  five  years." 

In  the  coming  decade,  Mogi  expects  high  growth  in  Europe,  although 
the  U.S.  will  still  account  for  the  largest  sales  volume.  Asian  markets  will 
grow  significantly  as  increased  earning  power  leads  consumers  to 
choose  Kikkoman  quality.  "The  watchwords  for  the  next  decade,"  he 
says,  "are  quality,  corporate  governance  and  internationalization."  ■ 


Yuzaburo  Mogi  joined  Kikkoman  after  graduating  from  Keio  University  in  1958.  In  1961,  he  became  the  first  Japanese  to 
earn  an  MBA  at  Columbia  University.  He  was  named  Kikkoman  president  in  1995.  Mogi  serves  on  several  international  com- 
mittees and  is  the  author  of  many  books  on  business  topics. 

www.kikkoman.  com 
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JR-East  provides  high-quality, 
state-of-the-art  railway  and 
lifestyle  services 

JR-East  ranks  among  the  world's  largest  passenger  train  operators, 

with  an  expansive  network  serving  the  Tokyo  metropolitan  area 

and  five  intercity  Shinkansen  lines. 

In  the  current  fiscal  year,  which  marks  the  mid-point  in  our  medium-term 

management  initiative  known  as  "New  Frontier  21,"  we  are  working 

to  provide  our  customers  with  higher  value  through  continuing 

improvements  to  our  transportation  network  and  greater 

convenience  using  the  integrated  circuit  (IC)  card  system. 

As  a  corporate  group  "creating  reliable  lifestyle  services," 

the  JR-East  Group  will  continue  to  target  ever 

higher  customer  satisfaction  as  we  simultaneously  strive 

to  meet  the  high  expectations  of  our  stakeholders. 
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Hgital  Imaging  Innovation 


i  aburo  Kusama,  president  of  imaging  specialist  Epson,  sees 
-the  big  picture.  Not  just  minute  changes  in  this  or  that  tech- 
nology, but  in  the  whole  interconnectivity  of  devices  on  the 
top,  in  the  home,  and  in  the  office,  a  digital  Copernican  revo- 
n  in  the  making. 

Jntil  recently,  the  PC  was  at  the  center  of  everything,"  he  explains, 
nters,  digital  cameras,  DVDs,  and  other  products  were  connected 
lere  peripherals,  add-ons  to  the  personal  computer.  Today  there  is 
riety  of  direct-input  equipment,  and  we  see  stand-alone  products 
<ing  directly  with  televisions,  digital  cameras,  and  other  kinds  of 
•ronic  equipment.  The  result  for  Epson  is  that  our  business  will  no 
er  depend  on  the  personal  computer  market,  and  the  result  for  the 
.umer  is  a  much  broader  range  of  possibilities,  a  wider  imaging 
d,  if  you  will.  In  fact,  we  are  now  providing  imaging  solutions  for 
y  of  the  best-selling  items  in  the  electronics  world." 

ye  are  now  providing  imaging  solutions 
u  many  of  the  best-selling  items  in  the 
electronics  world. " 

Dson's  "Photolink  Strategy"  underscores  the  importance  of  human 
''face  when  linking  digital  imaging  products  and  services.  The  lat- 
nnovations  based  on  this  concept  include  new  photo-printers  that 
jce  dependency  on  PCs  and  new  long-lasting  ink  technology  that 
'ides  outstanding  picture  quality.  These  innovations  cover  the 
ging  needs  of  a  variety  of  different  users  —  home  users,  business- 
pie,  and  professional  photographers. 
February  2003,  Epson  announced  the  company's  mid-  to  long- 
i  business  vision,  which  included  the  concept  "Digital  Image 
)vation:  targeting  the  convergence  of  imaging  domains."  This 
)n  encompasses  three  main  fields:  imaging  on  paper,  imaging  on 
en,  and  imaging  on  glass. 

naging  on  paper  represents  the  continuation  of  paper-based  print- 
but  according  to  Kusama,  it  has  many  new  aspects.  "The  scope  of 
al  images  has  increased  as  a  result  of  broadband  communications, 
aim  to  achieve  new  growth  through  on-demand  and  small-lot 
ting  focusing  on  both  the  home  and  office  markets,"  he  explains, 
naging  on  screen  has  come  about  as  a  result  of  the  burgeoning 
5  of  home  theater  equipment  and  digital  televisions,  which  have 
efited  from  improvements  in  display  quality,  reliability,  and  lower 
ts.  Says  Kusama,  "High-resolution  digital  broadcasting  will  bring 
j  demand  for  projectors  both  in  the  office  and  the  home.  We  are 
)  introducing  imaging  equipment  that  will  promote  output  onto 
ens.  We  will  continue  to  provide  exciting,  new  products  that 
w  our  customers  more  ways  to  enjoy,  interact,  and  communicate 
i  a  variety  of  images." 


Saburo  Kusama 
President,  Seiko  Epson  Corporation 

Imaging  on  glass  includes  displays  on  cellphones,  and  the  rapidly 
expanding  market  for  color  displays  on  mobile  devices  is  another  area 
where  Epson's  technology  shines.  "Mobile  display  products  require 
tiny,  but  high-quality  imaging,"  explains  Kusama,  "and  Epson's  years 
of  experience  in  high-precision  micro-engineering  mean  that  we  are 
already  working  at  tolerances  that  other  companies  are  struggling  to 
attain.  In  addition,  concentrating  our  business  resources  into  the 
development  of  next-generation  display  technologies  will  lead  to  new 
applications  and  even  entire  new  fields,  such  as  organic  electrolumi- 
nescent displays  (OLED).  These  are  definitely  the  way  of  the  future." 

The  way  of  the  future  for  Epson  is  also  the  public  way.  Following  its 
listing  on  the  Tokyo  Stock  Exchange  last  June,  the  company  now  feels 
an  even  stronger  need  to  respond  to  all  stakeholders.  Kusama  says,  "I 
tell  all  our  employees  that  now  we  are  a  public  company,  we  can  make 
no  excuses;  we  must  deliver  what  we  promise  without  exception.  This 
will  show  our  stability,  which  I  believe  will  underscore  our  value  to  all 
stakeholders.  The  message  that  I  want  to  get  across  is  that  we  must 
remain  a  trusted  company,  but  that  we  can  only  do  this  by  constantly 
striving  to  do  better  than  ever  before  in  all  aspects  of  our  business/'^ 


Saburo  Kusama  came  to  Epson  with  a  background  in  electronics  engineering.  Among  his  many  achievements,  he  is  most  noted 
for  advocating  a  stringent  quality  control  system  and  helping  to  secure  its  wide  acceptance  throughout  the  company.  He  has 
played  a  leading  role  in  building  a  stronger  business  foundation  for  Epson,  and  was  appointed  president  in  2001. 

www.  epson.co.jp/e 
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i  1048,  Yamazaki  has  become  a  world  leader  in  baking  technology  with  more  than 

experience.  Sold  only  under  our  own  brand  names,  our  products  include  speciality 

ids  and  rolls,  sweet  buns.  Western  and  Japanese  cakes  and  pastries,  cookies, 

TlCt'  c  boxes  and  side  dishes  -delicious  products  that  are  available  every  day  in 

1  to  contribute  to  modern  Japanese  lifestyles  and  diet. 


H^BBMII 


<i  Yamazaki 

YAMAZAKI  BAKING  CO.,  LTD. 


www.yamazakipan.co.jp 
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\lways  One  Step  Ahead  of  the  Market 


■  w azuo  Tsukuda  says  he  was  the  kind  of  kid  who  would  listen 
If  to  the  radio  and,  more  than  enjoying  the  program,  sit  and 
I  %  wonder  how  words  and  music  could  travel,  as  if  by  magic, 
icross  vast  distances  into  a  small  box  for  him  to  listen  to.  He  grew 
ip  fascinated  by  the  sciences,  and  became  an  engineer.  In  June 
r.003  he  took  the  helm  as  president  of  one  of  Japan's  -  and  one 
f  the  world's  -  leading  engineering  companies,  Mitsubishi  Heavy 
ndustries,  Ltd.  (MHI). 

In  retrospect,  the  affable  Tsukuda  says  his  outlook  toward  his 
>rofession  changed  drastically  as  a  result  of  a  three-year  stint  in 
he  United  States  from  1979-81.  "I  was  on  assignment  at 
Vestinghouse  as  part  of  a  technical  tie-up,  serving  as  a  steam  tur- 


.. 


We  work  continuously  to  stay 
ahead  of  the  market. " 


me  engineer,"  he  relates.  "It  was  a  time  when  Japan's  star  was 
ascending.  Everyone  looked  at  Japan  as  the  benchmark  for  the 

fficient  manufacture  of  reliable  products,  and  when  I  arrived  in 
Jhe  U.S.  I  was  brimming  with  confidence."  That  self-assurance,  he 
;ays,  was  overturned  during  the  course  of  his  tenure  at 
Westinghouse.  "My  eyes  were  opened  to  the  phenomenal  depth 
bi  background  technology  that  supports  product  development  in 
[he  U.S.  I  took  that  revelation  home  with  me  when  my  stint 

Tided."  Once  back  at  MHI,  he  became  a  core  advocate  of  com- 
orehensive  basic  research. 

It  is  MHI's  vast  achievements  in  basic  research  that  constitute 
the  driving  force  behind  the  company's  extraordinary  breadth  of 
undertakings  today:  everything  from  submarines  probing  ocean 
depths  to  rockets  exploring  the  universe.  Where  MHI  excels  most 
is  in  its  ability  to  integrate  technologies  from  its  vast  storehouse 
of  knowledge  and  apply  them  to  the  creation  of  innovative  new 
products.  "A  good  example,"  Tsukuda  offers,  "is  wakamaru,  our 
home  robot  created  to  function  as  a  personal  caretaker  and  mon- 
itor, especially  to  the  elderly  wakamaru  draws  on  MHI's  rich  expe- 
rience in  automated  technology  for  maintaining  nuclear  power 
plants  and  our  profound  know-how  in  sensor  technology  based  on 
decades  of  involvement  in  defense  systems."  As  wakamaru  illus- 
trates, the  company  is  increasingly  using  its  industry-oriented 
capabilities  to  develop  new  products  targeted  for  consumer 
markets. 

Wakamaru  is  also  illustrative  of  the  company's  adaptation  to 
the  demands  of  the  21st  century.  "Earlier  it -was  sufficient  for 
MHI  -  like  virtually  all  Japanese  manufacturers  -  to  respond  to 


Kazuo  Tsukuda 
President,  Mitsubishi  Heavy  Industries,  Ltd. 

existing  market  needs  with  dependable,  high-quality  products. 
We  still  do  that  today,  as  demonstrated  by  robust  demand  for 
our  automated  people  movers  (APM).  But  now,  more  important- 
ly we  work  continuously  to  stay  ahead  of  the  market,  developing 
useful  products  often  before  the  market  even  realizes  the  need 
for  them."  As  a  sidenote,  Tsukuda  adds  proudly,  MHI  is  present- 
ly building  an  APM  system  at  Washington  Dulles  International 
Airport  -  a  gateway  of  the  country  that  mentored  him  a  quarter- 
century  ago. 

Basic  research,  comprehensive  technology,  creative  engineering 
and  innovative  foresight  -  these  are  the  ingredients  that  MHI's 
energetic  new  president  expects  will  enable  his  company  to 
remain  a  global  leader  in  the  21st  century.  ■ 


Kazuo  Tsukuda,  former  head  of  MHI's  Global  Strategic  Planning  and  Operations  Headquarters,  became  president  i>i  June  2003. 
Under  his  capable  leadership,  MHI  this  year  celebrates  its  120th  anniversary. 

www.mhi.co.jp 
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ever  Content  with  the  Status  Quo 


ike  a  time-honored  mantra,  Yohsaku  Fuji  peppers  his  conver- 
sation these  days  with  a  favored  quote:  "Good  is  the  enemy  of 
great."  Those  words,  penned  and  expounded  by  Jim  Collins, 
ert  that  the  achievement  of  competence  (being  good  at  some- 
ig)  can  actually  serve  as  a  hindrance  to  attaining  a  higher  level 
bility  (being  great).  Like  Collins,  Fuji  uses  this  maxim  in  reference 
corporate  operations.  "Competence,"  Fuji  says,  "can  often  make 
ompany  complacent  -  and  complacency  inhibits  the  motivation 
excel  further." 

:uji  is  president  and  director  of  The  Kansai  Electric  Power  Co.,  Inc. 
insai  EP),  a  power  provider  that  has  ample  reason  to  be  self-satis- 
1  For  decades  it  served  as  the  unchallenged  supplier  of  power  to 
isai,  a  region  of  Japan  -  centered  on  Osaka  and  Kobe  -  with  ener- 
needs  on  a  par  with  those  of  Sweden.  Since  2000,  however,  in  tan- 
with  full-fledged  moves  to  deregulate  Japan's  power  industry 
nsai  EP  has  become  compelled  to  compete,  proactively.  And  for  a 

"We're  driven  by  a  desire  to  succeed  — 
for  the  sake  of  society. " 

npany  that  didn't  even  have  a  sales  department  to  speak  of  until 
1  late  1980s,  Kansai  EP  has  responded  phenomenally  well.  "In  just 
eral  years,"  Fuji  states  with  pride,  "we've  transformed  from  a  pas- 
e  provider  of  power  to  an  aggressive  developer,  vendor  and  sup- 
er of  a  full  range  of  advanced  solutions." 
To  make  that  transformation,  the  company  applies  its  accumulat- 
assets,  both  tangible  and  intangible,  to  achieve  what  it  calls 
otal  Solution  Power."  Already  it  has  expanded  its  business 
main  from  conventional  energy  operations,  which  include  gas 
pply,  to  state-of-the-art  information  and  communication  opera- 
ns  including  fiber-optic  network  and  Internet  connection  services. 
While  many  things  are  changing  at  Kansai  EP,  one  thing  remains 
nstant:  the  company's  unwavering  commitment  to  environmen- 
protection.  Kansai  EP  is  vigorously  working  both  independent- 
and  in  cooperation  with  domestic  and  overseas  entities,  private 
d  governmental,  to  promote  the  development  and  adoption  of 
jlethora  of  energy-oriented  systems  friendly  to  the  environment, 
pping  the  list  is  the  company's  promotion  of  nuclear  power, 
lich  aids  importantly  in  curbing  CO2  and  other  toxic  emissions, 
nsai  EP's  commitment  to  the  nuclear  option  meshes  with  the 
panese  government's  "Energy  Policy  Basic  Plan"  formulated  in 
03.  Under  that  agenda,  nuclear  power  is  to  be  promoted  as  a 
lasi-national  energy  source  that  will  enable  Japan  to  become 
ore  self-sufficient  in  energy. 

"At  Kansai  EP,  nuclear  plants  today  meet  almost  60%  of  our  ener- 
requirement,"  Fuji  notes.  "Over  10%  comes  from  hydropower- 


Yohsaku  Fuji 
President  and  Director,  The  Kansai  Electric  Power  Co.,  Inc. 

another  clean  energy  -  and  only  about  30%  relies  on  LNG  and  other 
fossil  fuels.  As  a  result,  we  boast  the  lowest  emissions  level  among 
all  domestic  power  providers  (0.26kg  C02/kWh)."  In  recognition  of 
the  company's  public  disclosures  of  environmental  data,  in  July 
2003  the  Japan  Environmental  Management  Association  for 
Industry  (JEMAI)  -  modeled  on  the  International  Organization  for 
Standardization  (ISO)  -  awarded  Kansai  EP  the  industry's  first 
"EcoLeaf"  certification. 

In  addition  to  working  to  reduce  harmful  emissions,  Kansai  EP  is 
contributing  significantly  to  the  "3R's"  initiative:  reduce,  reuse  and 
recycle.  It  is  also  applying  its  Groupwide  resources  to  develop  ever 
more  efficient  energy  systems  for  homes,  offices  and  factories. 

"We're  never  content  with  the  status  quo,"  Fuji  affirms.  "You 
might  even  say  we're  'driven'  by  a  desire  to  succeed  -  not  merely 
for  our  sake  but,  more  importantly,  for  the  sake  of  society  as  a 
whole."  With  a  good  attitude  like  that,  Kansai  EP  is  clearly  destined 
for  greatness  ahead.  ■ 


Besides  serving  as  Kansai  EP's  president  and  director,  Yohsaku  Fuji  is  cliairman  of  the  Federation  ofElectiic  Poiuer  Companies 
of  Japan  (FEPC).  In  his  leadership  capacity  he  is  spearheading  initiatives  addressing  the  industry's  major  issues,  including 
deregulation,  nuclear  energy  and  environmental  compatibility. 

www.  kepco.  co.jp/indexe.  h  tm 
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Exciting  Air  Solutions  / 

Destruction  of  the  ozone  layer  is  an  issue  of  global  proportions. 

DAIKIN,  as  Japan's  No.  1  manufacturer  of  air-conditioning  systems, 

addressed  this  issue  early  on  by  pioneering  use  in  its  A/C 

products  of  refrigerants  that  cause  zero  ozone  depletion.  All  new  systems 


unprecedented  environmental  friendliness  and  maximum  comfort  -  a 

combination  made  possible  by  state-of-the-art  technology.  This  dual  focus  is 

clear  testimony  of  our  concern,  as  a  responsible  world  leader  in 

A/C  manufacture,  not  only  for  our  customers  but  for  people  everywhere. 


iKIN 


her 


AIR  CONDITIONER 


■ 
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V  Very  Special  Relationship 


n  June  of  last  year,  Yoshihiro  Yasui  stepped  up  to  the  chairman- 
ship of  office  equipment  manufacturer  Brother  Industries,  Ltd. 
after  14  years  as  president.  Yasui's  presidency  was  characterized 
outstanding  business  success  —  he  led  the  company  in  taking 
jor  shares  of  the  fax,  printer,  and  multifunction  center  (MFC)  mar- 
s  throughout  the  world  —  as  well  as  a  smooth  system  of  global 
erations  and  a  total  dedication  to  environmental  responsibility, 
his  year,  his  company  is  celebrating  a  major  milestone:  its  70th 
liversary  since  taking  the  name  Brother  Industries.  However, 
ui  points  to  an  even  more  significant  milestone:  his  U.S.  sales 
npany,  Brother  International  Corporation  (U.S.A.),  is  enjoying  its 
th  anniversary  —  making  the  company  one  of  the  earliest 
janese  subsidiaries  in  the  United  States. 

"Brother  has  always  had  a  finger  on  the 
wise  of  consumer  demand  in  America. " 

fasui  did  graduate  work  at  MIT  and  has  a  strong  personal  bond 

h  the  U.S.  and  with  his  firm's  American  incarnation.  "Over  the 

irs,  we  have  learned  a  great  deal  from  Brother  International, 

ich  has  been  constantly  ahead  of  the  curve  when  it  comes  to  pre- 

ing  market  trends.  The  company  has  always  had  a  finger  on  the 

Ise  of  consumer  demand  in  America,  and  we  at  Brother  Industries 

ve  had  the  ability  to  design  and  manufacture  products  that  met 

t  only  the  needs  of  America,  but  also  the  world." 

Yasui  still  has  fond  memories  of  the  early  1970s  when,  as  a  young 

gineer,  he  participated  in  a  joint  development  project  to  make  a 

jh-speed  impact  dot  matrix  printer  together  with  partners  at  an 

nerican  company.  This  also  marked  Brother's  first  steps  into  the  age 

computer  peripherals  and  IT-related  businesses. 

He  was  quick  to  recognize  the  advent  of  a  new  era  of  networked 

mmunications,  and  once  he  became  president  in  1989,  he  made 

at  a  central  part  of  Brother's  corporate  vision.  In  the  following 

cade,  he  helped  the  firm  to  evolve  successfully  from  a  maker  of 

nd-alone  office  equipment  to  a  provider  of  networked  solutions. 

oduct  lines  evolved  rapidly,  such  as  the  progression  from  the  com- 

ny's  original  impact  printers,  through  thermal  and  laser  models, 

its  current,  extremely  versatile,  high-quality  inkjet  printers. 

Over  the  past  decade,  Brother  has  been  a  key  player  in  the  SOHO 

nail  office-home  office)  market,  which  was  an  early  adopter  of 

other's  facsimiles  and  multifunction  machines,  particularly  in  the 

ited  States.  In  recent  years,  Brother  has  also  been  active  in  offer- 

3  products  for  small  intra-office  workgroups  in  addition  to  pro- 

ing  network  solutions  to  its  broader  customer  base. 

We  have  to  service  the  teleworker  market,"  Yasui  explains.  "In 

e  near  future,  we  will  see  a  move  away  from  traditional  offices; 

morrow's  workers  will  use  the  latest  IT  equipment  to  work  from 


Yoshihiro  Yasui 

Chairman,  Brother  Industries,  Ltd. 

home.  To  meet  the  demands  of  this  growing  market,  among  others, 
we  will  increase  our  R&D  spending  by  30%  over  the  next  three  years, 
so  that,  with  Brother  International  as  our  touchstone,  we  will  stay 
ahead  of  21st  century  trends.  Brother  products  will  support  the 
growing  base  of  knowledge  workers  and  help  them  to  innovate  their 
work  styles." 

In  addition  to  technological  leadership,  Yasui  has  another,  very 
personal  target  —  environmental  protection.  Under  his  presidency, 
Brother  achieved  zero  final  industrial  waste  in  its  domestic  plants. 
"Moreover,"  he  says,  "I  am  encouraging  all  our  employees  to  come 
up  with  further  measures  and  new  targets  aimed  at  environmental 
protection  in  all  aspects  of  our  business." 

The  2005  World  Exposition  in  Aichi,  Japan  will  focus  on  the  theme 
of  the  environment,  and  Yasui  says  he  hopes  to  see  many  Forbes 
readers  at  Brother's  booth  there.  Under  his  guidance,  the  company 
will  remain  not  simply  a  leader  in  creating  office  equipment  and 
related  technologies,  but  also  a  moral  leader,  helping  to  make  busi- 
ness a  responsible  partner  in  global  society.  ■ 


After  serving  as  president  of  Brother  since  1989,  Yoshihiro  Yasui  was  named  chairman  in,  June  of  2003.  He  joined  the  firm  in 
1961,  then  went  on  to  study  industrial  management  at  MIT,  and  later  worked  on  the  development  of  the  world's  first  high-speed 
dot  matrix  printer.  He  has  modi  ccofnendly  initiatives  a  primary  focus  of  the  company. 

www.  brother,  com 
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Delivering  Cats  of  the  Future — Toda 


s 


peed,"  he  says  with  a  characteristic  smile.  "That's  one  of  the 
key  words  around  here  these  days:  Speed."  The  speaker  is  Fujio 
'  Cho,  president  of  Toyota  Motor  Corporation,  the  largest,  most 
profitable,  and  arguably  most  respected  company  in  Japan.  Perhaps 
he  is  referring  to  the  company's  entry  into  Formula  1  racing? 

No,  he  says,  still  smiling.  The  kind  of  speed  that  excites  him  is 
what  is  happening  inside  Toyota  itself  —  the  rapid  pace  of  change. 


Fujio  Cho 

President,  Toyota  Motor  Corporation 

"We  are  a  very  large  company  with  a  long  history,"  Cho  says. 
"Companies  like  that  tend  to  become  slow,  complacent,  and  set  in 
their  ways,  and  Toyota  was  no  exception.  But  not  any  more.  To  be 
globally  competitive  today,  a  company  must  be  agile,  able  to  make 
rapid  decisions  and  respond  qui  :k  y  to  changing  business  environ- 
ments, and  that's  what  we're  work  In  now." 

Cho's  answer  to  transforming  the  "old  Toyota"  was  to  cut  the 
number  of  board  members  in  half,  inject  some  new  blood  by 
appointing  three  non-Jap.  ,g  officers  (which  means 


that  all  critical  internal  documents  are  now  written  in  English), 
streamlining  other  aspects  of  the  management  structure.  The  re 
he  says,  is  "a  leaner,  faster,  more  responsive  Toyota." 

"People  say  this  industry  is  mature,"  Cho  reflects,  with  a  wave  o 
hand.  "I  disagree.  From  a  global  perspective,  the  automobile  has  a 
bright  future.  Roughly  one  in  four  people  in  the  world  today  has  ac 
to  a  motor  vehicle.  With  the  steady  increase  in  living  standards  in  s< 
of  the  most  populous  countries  —  think  about  Russia,  China, 
India  for  example  —  the  potential  for  growth  is  enormous." 

Cho  explains  that  there  are  roughly  740  million  motor  vehicle 
the  world  today.  That  number  is  expected  to  rise  to  one  billion  v\ 
in  the  next  20  years.  That's  over  250  million  new  vehicles, 
replacement  sales  for  the  existing  three-quarters  of  a  billion,  wl 
adds  up  to  a  lot  of  cars. 


a 


The  Ptius  [an  eco- friendly  car]  is  not  a 
idea  that's  ahead  of  its  time;  it's  an  ide 
that  cannot  wait " 

It  also  adds  up  to  a  monumental  environmental  problem  if  e| 
companies  do  not  become  far  more  responsive  to  "green"  issues  t 
they  have  been  in  the  past.  No  one  is  more  aware  of  this  than  Toy 
Cho  does  not  mince  words:  "Without  a  high  level  of  response  to  e 
ronmental  concerns,  the  automobile  has  no  future.  Period." 

Toyota  is  working  hard  to  secure  a  future  where  both  business 
the  environment  can  thrive.  The  firm  has  already  become  the  woi 
de  facto  leader  in  environmental  auto  technologies  such  as  hybrid 
terns,  which  pair  a  gasoline  or  diesel  engine  with  a  super-efficient  e 
trie  motor.  These  systems  boast  a  combination  of  power,  efficiency, 
emissions,  and  fuel  economy  that  is  second  to  none. 

The  company's  showcase  for  the  hybrid  system  is  the  Prius  (Latin 
"to  go  before"),  which  sold  over  1 20,000  units  in  six  years.  A  new  g 
eration  of  the  Prius  released  last  fall  in  the  U.S.  and  Japan  uses  Toyo 
newest  hybrid  technology,  called  Hybrid  Synergy  Drive,  a  system  1 
provides  more  power,  better  fuel  economy,  and  an  all-around  be 
driving  experience.  Motor  Trend  magazine  awarded  it  "Car  of 
Year"  in  2003  and  car  buyers  agreed,  flooding  Toyota  dealers  v 
28,000  orders  in  just  the  first  month.  Soon,  Toyota  will  follow  up  on 
Prius'  amazing  success  by  marketing  its  first  SUV  with  a  hybrid  systi 

Is  Cho  satisfied?  Not  by  a  long  shot.  "The  competition  to  build 
ultimate  eco-car  has  only  just  begun,"  he  says.  Think  of  these 
milestones,  then,  in  Toyota's  relentless  drive  to  change  the  way 
world  looks  at  automobiles:  "The  Prius  is  not  an  idea  that's  ah< 
of  its  time;  it's  an  idea  that  cannot  wait."  ■ 


Fl>H"  <  ho  Hating  from  the  University  of  Tokyo  in  1960.  A  production  specialist,  he  ira.s  mentored 

Toyota  Producti  ■  Uchi  Ohno  and  opened  Toyota's  first  wholly-owned  factory  in  America  in  1988.  Cho, 

became  president  third  dan  in  the  traditional  martial  art  of  kendo. 


www.  t  oyota.  co.j 
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essentials  of  imaging 


KONICA  MINOLTA 


What  if  you  could  scan  all  the  content  of  this  magazine 
directly  to  a  disc  embedded  in  your  fingernail? 

What  if  you  could  recall  that  content  as  holographic 
images  projected  through  your  eyeglasses? 

What  if  you  could  catalogue  the  articles  and  images 
in  a  database  searchable  by  speech  commands? 

What  if  every  chart  and  graph  contained  a  hyperlink  to 
a  detailed  explication  of  the  methodology  behind  its  result? 

And  every  image  came  with  a  scent? 

What  if  you  could  send  a  copy  of  any  article  with  a 
blink  of  an  eye? 

Or  shoot  a  letter  to  the  editor  the  same  way? 

What  if  the  future  is  here  now? 


In  the  field  of  imaging,  new  business  opportunities  are  sprouting  like  ideas  at  a  science  fiction  convention. 

By  the  same  token,  once  secure  streams  of  revenue  are  evaporating. 
How  do  you  pick  the  winners?  Look/or  companies  with  vision  and  the  speed  to  execute  it. 

Konica  Minolta  brings  incomparable  technical  expertise,  key  patents,  and  market  knowledge  to 
digital  imaging  for  consumers,  businesses,  and  industry. 

More  important,  we  have  foresight  to  see  that  the  most  important  imaging  technology  of  this 
decade  hasn't  even  been  invented  yet. 


www.konicafTnnolca.net 
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In  a  Time  of  Need,  Chosen  to 
Succeed 


In  March  of  last  year,  Tetsuro  Higashi,  then  president  of  Tokyo 
Electron  Ltd.  (TEL),  Japan's  largest  supplier  of  semiconductor  pro- 
duction equipment,  invited  one  of  his  general  managers  to  dinner. 
Kiyoshi  Sato  was  46  at  the  time,  and  not  even  a  board  member,  so  by 
Japanese  standards  he  was  still  a  few  rungs  below  top  management. 
Thus,  Sato  was  caught  completely  off  guard  when  his  boss 
announced  over  dinner  that  the  board  of  directors  had  named  him  to 


Kiyoshi  Sato 

President  and  CEO,  To> 


td. 


take  over  as  the  company  s  n  it  in  just  a  few  months. 

Sato  was  stunned:  "I  t<  eded  time  to  think  about 

it,  but  he  said  the  decision  eady  been  made.  There  was  noth- 

ing I  could  do  but  accept  the  d        in  and  get  on  with  the  job." 

While  Sato's  relative  youth  as  he  was  not  a  board 

member  were  both  unusual  for  ,-t>w  president,  what  was  even 
more  remarkable  was  the  fact  tha  ,..  was  chosen  by  a  nomination 
committee.  Back  in  1999,  while  i  iese  companies  were 

just  talking  about  corporate  goven  ssues,  Higashi  set  up  com- 


pensation and  nomination  committees  at  TEL  in  a  move  to  ma 
management  more  transparent  in  view  of  shareholders'  interests 

Sato  is  aware  that  his  appointment  is  widely  regarded  as  a  brea 
of  fresh  air  in  the  comparatively  stagnant  environment  of  Japane 
corporate  management.  Yet  the  task  before  him  is  just  as  gre 
regardless  of  his  age  or  experience. 

"The  Japanese  economy  has  suffered  badly  during  the  pal 
decade,"  explains  Sato,  "although  recently  we  have  seen  signs  of 
slow  but  sustainable  recovery.  In  the  semiconductor  sector,  for  exar 
pie,  PC  sales  have  increased  and  our  order  books  are  looking  betfl 
than  at  any  time  in  the  past  three  years.  Our  major  concern  is  th 
due  to  mergers  and  market  withdrawals,  our  pool  of  customers  h; 
shrunk.  We  need  to  have  several  clear,  attainable  goals  to  sustain  o? 
business  efficiency,  and  expand  with  new  products." 

"There  was  nothing  I  could  do  but  accept 
the  decision  and  get  on  with  the  job. ' 


Sato  describes  four  targets  he  has  set  for  the  company:  becomirjr 
more  international,  developing  technology-driven  products,  impro; 
ing  business  efficiency,  and  strengthening  their  customer-oriente! 
business  style.  In  terms  of  globalization,  Sato  says,  "Our  oversee 
customers,  who  account  for  70%  of  our  sales,  are  changing  the 
focus.  As  a  result,  new  technologies  are  being  developed  in  the  We 
but  manufactured  in  Asia.  That  means  we  have  to  focus  on  our  R&l 
consulting,  and  technological  sales  abilities  in  the  West,  whi 
expanding  our  sales  and  service  support  capacity  in  Asia." 

By  being  "technology  driven,"  Sato  means  that  TEL  has  to  recoc 
nize  budding  trends  and  develop  products  even  before  deman 
appears.  "Every  two  or  three  years,  our  customers  change  produc 
and  their  production  process  technologies,  so  we  constantly  need  t 
develop  better-performing  equipment,"  he  explains. 

Sato  aims  to  improve  business  efficiency  by  reducing  fixed  costs  an 
through  consolidation  of  group  companies:  "Within  the  next  year  ( 
so,  we  will  merge  our  three  manufacturing  subsidiaries  into  two,  an 
we  have  already  combined  three  internal  service  companies  into  one. 

As  for  becoming  more  customer-oriented,  Sato  intends  to  steadil 
improve  the  quality  of  products  and  services.  "We  have  an  advantag 
in  that  we  started  off  as  a  distribution  company  and  are  still  basica 
ly  sales-minded,"  he  says.  "But  we  need  to  develop  an  ability  to  gc 
inside  our  customers'  minds  and  understand  not  just  what  they  war 
but  also  why."  Sato's  personal  motto  is:  "Always  have  goals,  ambition 
and  vision."  If  the  young  president  manages  to  make  that  the  compa 
ny  slogan,  Tokyo  Electron  should  continue  to  prosper.  ■ 


After graduating from  H  rityin  Tbkyo,  Kiy  >shi  Sato  joined  TEL.  He  served  in  a  number  of departments,  getting  expe- 

rt nee  in  various  parts  oj  ipanys  operations.  His  international  J'ocns  deri  res  from  his  experience  as  Senior  Vice  President 

oj  North  American  Sides.  In  fact,  Sato  was  in  charge  of  Tokyo  Electron  America,  Inc.  just  a  few  years  before  he  was  tapped  to 
become  president  of  the  parent   ompany,  a  post  he  assumed  in  June  8003.  wwwtel  com 
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Bio?  Genome? 

don't  really  understand, 
but  what  kind  of  medicine 

an  they  make? 

? 


JM 


At  Chugai  Pharmaceutical,  we  make  some  of  the  most  advanced 
drugs  on  the  market.  Medications  custom-tailored  to  the  needs 
of  each  individual  patient.  Medicines  that  pinpoint  the 
causes  of  disease  and  work  accurately  by  utilizing  genetic 
information.  In  fusing  cutting-edge  science  with  the  world's  top- 
level  development  and  production  technology  of  biotechnology- 
based  pharmaceuticals,  we're  creating  a  new  age  of  medicine 
to  better  meet  patient  needs,  in  order  to  deliver  safe,  effective 
new  drugs  to  patients  as  fast  as  possible,  Chugai  Pharmaceutical 
continues  in  its  challenge. 

Creating  Innovative  Drugs  in  Unique  Ways  -  Chugai 

-http://www.chugai-pharm.co.jp 


Creating  Value  for  Life 

R  CHUGAI  PHARMACEUTICAL  CO.,  LTD. 


<Wh»\  A  member  of  the  Roche  group 
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Who  can  guide  you  t 
Japan's  revitalization? 


.nvities  reach  across  interna 
focused  solution-based  services  to  a  broac 
of  the  world's  leading  investment  banks,  Nc 
global  products  and  services.  For  details,  * 


undaries  to  deliver 
Ti.  of  clients.  As  one 
ividesafull  range  of 


lericas  by  Nomura  Hofdini 


and  its  affiliates,  including  Nomura  Securities  International.  Inc.  a  member  of  NASD,  NYSE  and  SIPC. 
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>ptimizing  the  Human-Machine 
nterface 


Hisao  Sakuta  is  right  sometime  around  2005  the  Information 
xiety  will  begin  to  give  way  to  something  he  calls  the 
ptimization  Society.  This  vision  is  part  of  the  Grand  Design  for  the 
2010  that  guides  Omron  Corporation,  Japan's  leading  automa- 
equipment  and  electronic  components  manufacturer.  Though  it  is 
to  precisely  define  the  Optimization  Society,  Sakuta,  who  took  over 
10  last  June,  sums  it  up  as  the  "optimal  interaction  of  people  and 
linery,  not  only  for  productivity,  but  also  for  security  and  safety." 

continues, "  Every  day  I  become  more  convinced  that  society  is 
ng  toward  a  greater  emphasis  on  security,  safety,  health,  and 
ronmental  integrity,  and  moving  away  from  a  preoccupation 
efficiency  as  the  sole  yardstick  for  the  performance  of  machin- 

Sakuta  believes  that  machines  that  are  built  without  a  high 
rd  for  the  people  who  use  them  are  already  candidates  for  the 

"/  am  convinced  that  society  is  moving 
toward  a  greater  emphasis  on  security, 
:ety,  health,  and  environmental  integrity. 


» 


d  heap  of  history.  The  era  of  true  human-machine  interface  has 

^et  dawned.  Sakuta  mentions  PCs,  digital  cameras,  bank  ATMs, 

mobile  electronics,  and  most  other  state-of-the-art  devices  we 
t  in  everyday  life  as  still  not  satisfactory  in  this  regard. 

we  look  at  social  needs  in  this  way,  our  business  opportunities 
boundless,"  he  says,  "as  long  as  we  have  the  right  technol- 

planning  and  execution  capability." 
mron  identifies  "sensing  and  control"  as  its  core  competence. 

strength  has  enabled  Omron  to  develop  "sensing  technology 

surpasses  human  abilities,"  and  "control  technology  virtually 

par  with  human  knowledge  and  judgment." 
mron  uses  these  basic  skills  in  a  range  of  high-tech  applications, 
industrial  automation  equipment,  electronics  components, 
jmotive  electronic  components,  and  social  systems  (such  as, 
jrity,  transportation  and  banking),  to  health  care  and  ecology. 

I  these  disparate  products  are  connected  through  the  com- 
y's  fundamental  corporate  philosophy  —  an  unending  commit- 
it  to  respond  to  social  needs  in  order  to  provide  a  better  life  for 
mis  vision  has  guided  the  company  since  its  founding  70  years 

and  will  continue  to  do  so. 

We  strive  to  be  a  global  winner,"  Sakuta  says,  "by  which  I  do  not 
3n  winning  by  sheer  size  or  volume.  Those  who  win  only  by  size 

never  stay  on  top  for  long.  Only  someone  who  nimbly  adapts  to 
nge  will  survive  and  remain  a  winner." 
akuta's  philosophy  also  emphasizes  self-reliance,  both  for  peo- 
and  organizations,  as  a  key  to  success.  "I  belieye  a  self-reliant 
it  produces  the  best  results.  I  prize  that  quality  in  individual 


Hisao  Sakuta 

President  and  CEO,  Omron  Corporation 

employees,  as  well  as  their  personal  desire  to  work.  I  look  forward 
to  a  corporate  structure  that  will  give  all  our  strategic  business  units 
the  greatest  degree  of  independence." 

Not  surprisingly,  Omron's  globalization  policy  pursues  maximum 
localization  of  the  management  and  operation  of  overseas  units.  "For 
a  Japanese  company,  we  allow  an  unusually  high  degree  of  local  con- 
trol," Sakuta  says.  "We  always  wait  to  see  how  the  local  people  work; 
we  let  them  do  things  their  own  way,  without  imposing  Japanese 
methods,  even  when  we  think  our  way  is  better." 

Asked  about  the  company's  renewed  policy  to  emphasize  tech- 
nology development  as  a  key  for  its  future,  Sakuta  immediately  cites 
competition  with  China  and  other  developing  countries:  "These 
nations  are  certain  to  catch  up  with  our  newest  technology,  what- 
ever it  may  be,  within  three  to  five  years.  We  must  always  keep  this 
inevitability  in  mind.  That's  why  we  try  to  stay  several  years  ahead 
of  China  in  development. 

"The  important  thing  is  not  just  good  technology,  but  our  capabil- 
ity to  add  value  to  higher  productivity  using  that  technology."  ■ 


Hisao  Sakuta  has  spent  his  career  with  the  company,  starting  with  its  predecessor,  Omron  Tateisi  Electronics,  in  1968.  He  gained 
experience  in  areas  such  as  planning  and  system  components,  and  in  1995  was  appointed  a  member-  of  the  board  of  directors.  In 
2001,  he  became  president  of  Omron's  Electronic  Components  Company,  and  in  2003  was  named  president  and  CEO  of  Omron 
Corporation.  In  nis  private  life,  lie  enjoys  mountain  climbing  and  reading.  www.omron.com 
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Tokyo  Electric  Powe 
(TEPCO)  is  fully 
committed  to  the 
betterment  of  the 
Global  Environment 
through... 


Renewable  energy: 

The  TEPCO  Group  of  companies  is  one 
of  the  world's  major  developers  of  wind 
power  generation. 


Afforestation  and  nature  conservation: 

Managing  forests  helps  nature  conservation  and  CO2  absorption 
—  TEPCO  Group  is  engaged  in  afforestation  both  in  Japan        soV\\M 
and  overseas.  V\fl^!Ua 
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Efficient  use  of  limited  energy  resources: 

TEPCO  is  constantly  introducing  state-of-the-art  technologies, 
such  as  highly  efficient,  natural  gas-fired  Advanced  Combined 
Cycle  (ACC)  thermal  power  plants.        s  ;v*  at*\**K 
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avating  for  the  Environment: 

8  D  endeavor  include  the  development  of  environmentally 


•ffies  such  as  an  award-winning, 
:e  heat  pump  system ; 


.^\\e 


TEPL 


The  background  picture  represents  the  natural  beauty  of  Oze  marshland,  a  designated  Special  Natural 
Treasure  of  Japan,  70%  owned  by  TEPCO,  which  has  been  constructing  and  maintaining  about  20km  of 
woodeiLboardwalks  to  preserve  its  invaluable  environment  from  being  trampled  down  by  hundreds  of  tht 
sands  omourists  visiting  this  area  each  year. 

TEPCO^ROUP  IS  PROMOTING  ENVIRONMENT  PROTECTION  THROUGH  ITS  BUSINES 


www.  tepco.  co.jp/index-e.  h 
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Japan's  Best-Kept  Secret:  A  Strong, 
Well-Run  Bank 


i  ■  lith  all  the  big,  famous  Japanese  company  names,  it  is  easy 
If  If  to  overlook  the  fact  that  the  economy  is  mostly  composed 
if  W  of  small  and  medium-size  firms.  Probably  no  one  has  a  bet- 

r  understanding  of  the  essential  role  those  companies  play  in  the 
ation's  economy  than  Yasutaka  Miyamoto,  president  and  CEO  of 
ie  Shinkin  Central  Bank.  SCB  is  a  central  bank  serving  a  network  of 
lore  than  300  shinkin  banks  —  regional  financial  institutions  that 
rimarily  cater  to  small  firms  and  individuals.  The  combined  power  of 
lese  banks'  funds  (over  ¥100  trillion,  or  US$909  billion),  plus  the 
larket  intelligence  of  127,000  employees  in  8,300  offices  nation- 

ide,  puts  SCB  in  a  unique  position  in  the  Japanese  financial  world. 

Looking  at  the  economy  from  this  vantage  point,  Miyamoto  says 

"People  forget  that  several  giant  companies, 

such  as  Sony  and  Kyocera,  got  their  start 

as  customers  of  shinkin  banks. " 

lat  things  are  not  as  bad  as  the  media  would  have  us  believe.  "It's 

uch  too  early  to  give  up  on  the  Japanese  economy,"  he  asserts. 

Miyamoto  thinks  shinkin  banks  ought  to  play  a  major  role  in  reviv- 
ig  the  prosperity  of  Japan's  regional  economies,  which  are  severely 

pressed  due  to  the  prolonged  slump  of  the  economy  as  a  whole. 

"Shinkin  banks  have  been  firmly  rooted  in  regional  economies  for 
iges.  They  are  well  equipped  to  look  after  local  enterprises.  People 
orget  that  several  giant  companies,  such  as  Sony  and  Kyocera,  got 
heir  start  as  customers  of  shinkin  banks.  More  than  just  lenders, 
hey  are  expected  to  act  as  a  combination  of  doctor,  consultant  and 
hink-tank  for  their  clients,"  he  explains. 

"Unlike  larger  banks,  our  lending  is  not  based  on  collateral;  we 
end  on  the  basis  of  managerial  competence,"  Miyamoto  says.  He 
also  notes  that  shinkin  banks  refuse  to  assess  their  clients  simply 
)ased  on  a  short-term  view  taken  at  one  particular  point  in  time. 

For  the  Japanese  economy  to  get  back  on  track,  Miyamoto  thinks 

is  crucial  to  help  entrepreneurial  businesses  and  to  promote 
romising  new  areas  of  industry.  To  that  end,  Miyamoto  intends  to 
:ontinue  strengthening  SCB's  capacity  to  shore  up  shinkin  banks. 

With  big  bank  failures  and  rumors  of  bank  failures  rampant  over 
he  past  decade,  and  city  banks  taking  taxpayers'  money  to  stay 
ifloat,  Miyamoto  has  managed  to  eliminate  bankrupt  shinkin  insti- 
tutions quietly:  "We  have  achieved  this  restructuring  of  our  indus- 
:ry  mainly  through  mergers,  without  creating  any  crises  or  resorting 
:o  the  infusion  of  public  money." 

Streamlining  of  the  industry  has  made  steady  progress  in  the  past 
0  years  since  Miyamoto  took  over  as  president.  The  425  shinkin 
Danks  of  a  decade  ago  have  been  reduced  to  314  on  his  watch. 


Yasutaka  Miyamoto 

President  and  CEO,  Shinkin  Central  Bank 

SCB  currently  has  ¥28  trillion  [US$254  billion]  in  funds  under  man- 
agement; its  capital  ratio  exceeds  16%,  "problem"  loans  account  for 
less  than  0.5%  of  its  portfolio  (virtually  nothing  compared  to  most 
Japanese  banks)  and  its  ratio  of  expenses,  at  0.1,  is  less  than  one- 
tenth  the  average  of  banks  nationwide.  Moreover,  SCB  gets  the  high- 
est ratings  among  Japanese  banks  by  rating  agencies  worldwide. 

To  augment  its  capital,  the  bank  issues  preferred  shares,  which  are 
traded  on  the  Tokyo  Stock  Exchange  and  enjoy  a  steady  price  trend 
and  dividend  yield.  Miyamoto  hopes  to  attract  more  foreign  investors 
to  SCB  preferred  stock  by  enhancing  its  name  recognition  overseas. 
He  also  hopes  to  increase  fund  management  in  foreign  currencies  — 
possibly  to  20%  of  the  total  to  increase  profitability. 

In  addition  to  the  bank's  branches  in  New  York  and  Hong  Kong 
and  a  securities  subsidiary  in  London,  SCB  expects  to  open  a  repre- 
sentative office  in  Shanghai  soon  to  serve  the  growing  needs  of 
shinkin  banks'  customers  who  have  expanded  into  China.  This  is 
one  bank  that  Japan  can  be  proud  of  year  after  year.  ■ 


Yasutaka  Miyamoto  followed  the  elite  path  of  Japan's  "best  and  brightest,"  straight  from  the  University  of  Tokyo  into  the  Ministry 
of  Finance.  During  i>  >  years,  he  held  top  posts  in  the  Budget  Bureau  and  Banking  Bureau.  He  served  as  executive  adviser 

to  the  National  Asso<  Japa  nese  Banks  before  becoming  president  and  CEO  of  SCB. 

www.shinkin-central-bank.jp 
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Research  Key  to  Global 
Competitiveness 


A  gardened  riverside  setting  in  eastern  Tokyo  encompasses 
Daiichi  Pharmaceutical  Co.,  Ltd.'s  research  and  development 
center.  "This  is  the  heart  of  our  business,"  says  Kiyoshi  Morita, 
president  and  CEO,  gazing  out  on  central  Tokyo  and  Mount  Fuji 
beyond.  "We  are  one  of  the  largest  pharmaceutical  firms  in  Japan,  but 
we  want  to  be  increasingly  competitive  in  the  global  market,  and  that 


Kiyoshi  Morita 

President  and  CEO,  Daiichi  Pharmaceutical  Co.,  Ltd. 

means  putting  great  emphasis  on  R&D.  Rather  than  try  to  become  a 
huge  company,  it  makes  more  sense  for  a  firm  such  as  ours  to 
enhance  our  reputation  for  excellence  through  outstanding  R&D  and 
close  collaboration  with  leading  universities  around  the  world.  We 
want  to  be  recognized  for  our  strengths  in  specific  areas." 

hi  Pharmaceutical  has  had  great  success  with  the  discovery  of 
lead!.  bacterial  agents  such  as  ofloxacin  and  levofloxacin 

(Tarivid'  rv  in  Japan#  FLOXIN®  and  LEVAQUIN®  in  the 

U.S.,  where  they  are  marketed  under  a  licensing  agreement  with 
Ortho-McNe  I :  utical,  an  affiliate  of  Johnson  &  Johnson).  The 

two  products  have  combined  sales  of  US$3  billion  per  year  world- 
wide. Now  the  company  is  looking  forward  to  similar  successes  with 


a  number  of  new  drugs  in  its  pipeline,  including  antibacterial,  an 
cancer,  anti-thrombotic,  and  cardiovascular  products. 

"Some  10,000  human  illnesses  are  known  to  exist,  but  science  h 
discovered  treatments  for  only  half  of  them,"  says  Morita,  who  toi 
over  as  CEO  last  June.  "That  means  there  is  plenty  of  opportunity  f 
drug  makers  to  expand  their  business."  He  believes  the  greatest  ch 
lenge  for  humankind  in  the  21st  century  is  to  find  a  way  to  harm 
nize  industrialized  societies,  with  their  shrinking  and  aging  popul 
tions,  and  the  developing  countries  of  the  world,  with  their  rapid  po 
ulation  growth. 

Morita  also  notes  that  the  pharmaceutical  industry  needs 
address  these  problems  by  producing  sophisticated,  tailor-mac 
drugs  to  meet  the  increasingly  individualized  demands  in  advana 
societies,  and  inexpensive,  good-quality  drugs  to  meet  the  burgeo 
ing  demand  from  developing  countries. 

"Our  vision  is  to  develop  products  for  tht 

American  market  based  on  technologies 

and  discoveries  originating  in  Japan. 

Ironically,  the  company's  home  market  is  one  of  the  most  difficu 
"We  cannot  expect  strong  growth  in  the  Japanese  market  because 
the  government's  policy  to  restrain  medical  expenditures.  Competitic 
from  foreign  companies  is  also  intensifying.  Japan  is  the  world's  se 
ond-largest  drug  market,  accounting  for  some  1 2%  of  global  pharm 
ceutical  sales,"  says  Morita.  "In  order  to  prosper  amid  these  compe 
tive  pressures,  the  key  is  to  introduce  high-quality  products  and  su| 
port  them  with  strong  marketing." 

The  company  also  places  a  high  priority  on  the  U.S.  market  where 
has  established  a  subsidiary,  Daiichi  Pharmaceutical  Corporatic 
U.S. A.  "The  U.S.  is  the  No.  1  pharmaceutical  market  by  far,  accountir|\ 
for  50%  of  the  world's  total,"  Morita  explains. "  It  is  not  uncommon  f 
high-quality  pharmaceuticals  to  command  high  prices  there,  unlike 
Japan."  In  addition  to  two  products  already  being  marketed,  Daiicfr 
U.S.  unit  is  expecting  to  launch  a  new  treatment  for  pancreatic  cane 
by  the  end  of  March  2005. 

"Our  vision  is  to  develop  products  for  the  American  market  bast 
on  technologies  and  discoveries  originating  in  Japan,"  Morita  say 
Other  potentially  important  overseas  markets  include  China,  whe 
the  company  has  established  a  production  and  marketing  subsidia 
that  Morita  expects  will  turn  profitable  in  two  years. 

The  combination  of  intensive  R&D,  strategic  expansion  into  overse; 
markets  and  a  solid  business  foundation  at  home  presents  a  sure  pn 
scription  for  Daiichi  Pharmaceutical's  ongoing  success.  ■ 


Kiyoshi  Morita  joint .'  Daiichi  Pharmaceutical  in  1962,  becoming  a  director  in  1991  and  president  in  1999.  Known  as  a  leader 
who  thi)iks  independently  and  speaks  his  mind,  he  holds  a  number  of  important  posts,  including  vice-president  of  the 
Pharmaceutical  Manufociur  ts' Association  of  Tokyo  and  a  director  of  the  Japan  Pharmaceutical  Manufacturers' Association. 

www.daiichipharm.co.jp/index-e.html 
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WE'RE    ALREADY 


FIGURING    OUT 


HOW    HIS 


GREAT-GRANDKIDS 


WILL   COMMUNICATE 


As  Japan's  leading  mobile  communications  provider,  we're  generations  ahead  of  the  competition.  Our  major  breakthroughs 
include  the  world's  first  W-CDMA  third-generation  videophone  service  and  i-mode  mobile  Internet  platform  for  consumers,  plus  a 
revolutionary  new  wnstwatch-style  phone.  What's  our  secret?  A  belief  in  the  power  of  an  idea,  and  the  R&D  talent  to  get  it  done. 
Today,  we're  teaming  up  with  partner  companies  to  move  advanced  mobile  technology  out  of  the  realm  of  science  fiction  —  and 
into  the  palm  of  your  hand.   To  see  how  we're  delivering  tomorrow's  communications  today,  visit  www.nttdocomo.com 


NTT 

Do  Co  Mo 

i  2003  NTT  DoCoMo,  Inc.  All  rights  reserved. 
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Where  Actions  Speak  Louder 
Than  Words 

M 


any  CEOs  tout  an  "open  door"  policy,  but  few  actually  live  it. 
However,  Yoji  Ohashi,  president  and  CEO  of  All  Nippon 
Airways  Co.,  Ltd.  (ANA),  isn't  like  other  CEOs.  To  improve 
interaction  with  his  employees,  he  works  in  an  open  office  —  literally  — 
with  a  huge  sliding  door  that  never  closes.  And  actions,  as  this  innova- 
tive leader  likes  to  say,  speak  louder  than  words. 


Yoji  Ohashi 

President  and  CI  Nippon  Airways  Co.,  Ltd. 

Under  Ohashi's  gui  has  be    •  taking  drastic  action  to 

return  to  profitability  ;  in  a  volatile  industry 

with  sky-high  costs  and  ring  good  times.  But 

when  it  runs  into  the  kin  I  narked  the  past 

few  years  —  terrorism,  the  w  —  even  those 

thin  margins  disappear.  Airlines  wor;  :  struggling  to  be  prof- 

itable, and  ANA  is  no  exception. 

ANA  has  been  following  the  standard  prescription  for  airline 
recovery  —  reducing  its  work  force,  co  fleet  types,  and 

shedding  unprofitable  routes  in  an  effort  to  slash  .costs  and  regain 
stability.  Today,  ANA  operates  850  flights  a  day  (to  67  destinations) 


and  carries  more  than  50  million  passengers  annually.  Yet  the  co 
pany's  biggest  challenge  is  a  problem  that  was  not  even  on  its  rac 
screen  until  two  years  ago.  In  2002,  Japan  Airlines  (JAL),  1 
nation's  former  flag  carrier,  merged  with  the  No.  3  firm,  Japan 
Systems  (JAS),  to  form  a  powerful  new  rival.  "After  the  merger, 
knew  we  couldn't  compete  in  terms  of  quantity,  so  we're  focusi 
entirely  on  quality,"  says  Ohashi.  "We  are  constantly  listening  to  ( 
customers —  what  they  like,  what  they  don't  like,  and  what  th 
want.  We  listen  and  we  respond." 

"We  are  constantly  listening  to  our  customers 

what  they  like,  what  they  don't  like,  and  wha 

they  want.  We  listen  and  we  respond. " 


ANA  customers  know  that  the  company  is  paying  attention 
them,  which  is  why  they  send  in  roughly  40,000  requests,  clain 
and  suggestions  every  year.  Each  one  is  carefully  researched,  a. 
each  customer  receives  individual  feedback.  By  listening  closely 
what  his  customers  want,  Ohashi  is  confident  he  can  deliver  qua 
ty  service  that's  better  than  anything  his  rivals  have  to  offer. 

Of  course,  that  requires  a  huge  commitment  by  everyone  in  t 
company.  Two  years  ago,  in  an  effort  to  motivate  his  employe* 
Ohashi  introduced  "Direct  Talk,"  a  series  of  meetings  with  eve 
level  of  his  organization.  Direct  Talk  is  designed  to  encourage  eve 
work  group  to  take  personal  responsibility  for  customer  satisfactif 
and  to  generate  ideas  on  how  to  better  address  customer  needs 

One  result  of  Direct  Talk  is  a  card  that  outlines  ANA's  philosopr 
It  was  created  in  large  part  by  the  employees  themselves,  and  eve 
employee,  including  Ohashi,  must  carry  the  card  at  all  times, 
serves  to  reinforce  ANA's  customer-focused  approach  by  outlinii 
commitments  and  courses  of  action.  It  ends  with  the  CEO's  motl 
"Actions  Speak  Louder  Than  Words!"  —  something  Ohashi  war 
his  employees  to  remember  at  all  times. 

Efforts  like  these  are  starting  to  pay  off.  In  the  first  half  of  fisc 
2003,  ANA  once  again  showed  a  net  profit.  And  in  a  recent  surv 
conducted  by  Skytrax  Research,  it  was  recognized  as  one  of  the  t< 
1 0  airlines  worldwide  for  Best  Cabin  Staff.  Commenting  on  this  reco 
nition,  Ohashi  says,  "That's  a  wonderful  compliment,  but  I'm  far  fro 
satisfied.  Cabin  service  is  something  we've  been  working  hard  on,  b 
this  is  only  the  beginning.  I  know  we  can  do  even  better." 

Ohashi  is  confident  that  by  reducing  costs,  focusing  on  grow 
opportunities  such  as  expanding  China  routes,  and  re-doublir 
efforts  to  improve  customer  satisfaction,  he  can  keep  ANA  risir 
toward  the  clear  skies  of  sustained  profitability.  ■ 


A  graduate  qfKeio  I  niversity  (part  of  Japan  -  h  y  I  vgue),  Yoji  Ohashi  joined  ANA  in  1954.  He  quickly  rose  through  the  ranks,  serv- 
ing as  mi  executive  in  a  wide  variety  of  pos  ■  Administration  to  Sales,  Purchasing.  Human  Resources,  and  Indusbicu 
Relations  Tak  ing  onr  as  president  and  <  "El  >  i  has  helped  ANA  to  cam  a  place  among  the  world's  top  10  ahiines  in  ternu 
ofboth  operating  income  and  msseur              ,,/.            http://SVC.ana.CO.jp/eng/index.htmi 
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!)RIX  Corporation  is  an  integrated  financial  services  group  „ased  in  Tokyo,  Japan  and  listed  on  the  Tokyo  (TSE:  8591)  and 
lew  York  (NYSE:  IX)  Stock  Exchanges 

With  deep  roots  providing  a  stable  foundation  >v  financial  expertise  combined  with  effective  management,  monitoring 
ystems  and  corporate  governance,  ORIX  has  .jr.dergone  a  dynamic  evolution  as  a  niche  player  in  financial  and  related 
.ervices.  With  annual  revenues  of  $5.7  billion  and  assets  of  close  to  $50  billion,  ORIX's  activities  include  leasing, 
:orporate  finance,  real  estate-related  finance  and  development,  life  Insurance,  and  Investment  and  retail  banking. 


IX 
NYSE 


ORIX  Investor  Relations 
Phone:  +81-3-5419-5102 
Email:  orixir@orix.co.jp 
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Displaying  Core  Competence 
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'atsuhiko  Machida  is  a  popular  speaker  at  business  confer- 
ences these  days.  As  the  president  of  Sharp  Corporation, 

k.which  has  been  showing  much  better  results  than  its  larger 
competitors  recently,  his  insights  and  business  strategy  are  of  inter- 
est to  many  other  leaders  of  Japanese  industry. 


Katsuhiko  Machida 
President,  Sharp  Corporation 

Machida's  advice  is  simple.  As  he  recently  told  a  forum  in  Osaka, 
a  birthplace  he  shares  with  Sharp,  "Don't  simply  copy  your  rivals; 
identify  your  core  competence,  concentrate  your  resources  there, 
and  become  an  innovative,  one-of-a-kind  player." 

Shortly  after  taking  the  presidency  in  1998,  Machida  declared 
that  Sharp  would  cease  domestic  production  of  cathode-ray  tubes 
(CRT)  TVs  by  2005.  Relying  solely  on  CRTs  supplied  by  other  firms, 
Sharp  felt  that  no  matter  how  much  it  tried  to  add  value  to  these 
products,  it  was  difficult  to  change  the  company's  image  as  long  as 
it  was  producing  CRT  TVs.  By  this  time,  CRT  televisions  had  become 
unprofitable  for  all  but  a  handful  of  makers  worldwide.  "Giving  up 
CRT  TVs  was  a  hard  decision  to  make,"  Machida  says, "  But  it  was  the 
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logical  way  to  achieve  our  long-held  goal  of  becoming  the  Ni 
domestic  TV  manufacturer.  I  was  confident  that  as  TV  technol 
gradually  shifted  toward  liquid  crystal  displays  (LCDs),  our  stre 
in  that  field  would  help  us  to  achieve  our  goal." 

Few  people  imagined  that  LCD  TVs  would  be  a  popular  he 
appliance  any  time  soon.  Yet  Machida  kept  on  promoting  the  i< 
both  inside  and  outside  of  the  company,  which  encouraged  Sh( 
engineers  to  wrestle  with  the  many  technical  challenges  and  o*i 
come  them  one  by  one.  Eventually,  at  the  end  of  2002,  Sh, 

"Don't  simply  copy  your  rivals;  identify 

your  core  competence,  and  become  an 

innovative,  one-of-a-kind  player. 

unveiled  a  TV  set  with  an  at-the-time  remarkable  37-inch  LCD  screj 

Today,  Sharp  is  the  largest  producer  of  LCD  TVs  in  the  world,  v\ 
a  wide  range  of  products  spanning  1 3  to  37  inches.  In  the  fiscal  y; 
ending  March  2004,  sales  of  LCD  TVs  are  expected  to  jump  80% 
¥160  billion  (US$1.45  billion).  For  the  same  year,  Sharp  expectsi 
post  pretax  recurring  profits  of  ¥1 10  billion  (US$1  billion),  on  sa 
of  ¥2.25  trillion  (US$20.4  billion,  roughly  half  from  overseas  m 
kets),  up  12.3%.  All  these  figures  are  record  highs  for  the  compa 

"LCD  TVs  are  a  definite  global  trend,"  Machida  says 
September,  I  attended  a  major  consumer  electronics  show  in  Bei 
and  was  stunned  to  discover  there  were  53  firms  showing  LCDT, 
compared  to  only  1 4  companies  just  two  years  ago."  He  adds, " 
prediction  of  replacing  all  CRT  sets  with  LCD  models  in  Japan 
early  2005  looks  like  a  sure  thing  now."  Machida  expects  to  see  1 
same  transition  in  Europe  by  2005,  and  the  U.S.  by  around  2006 

To  cope  with  the  expected  sharp  growth  in  demand  for  LCD  T 
especially  large  displays,  this  month  Sharp  will  open  a  ¥100  billi 
(US$910  million)  plant  in  Mie  Prefecture.  Combining  everything  fr< 
the  manufacture  of  LCD  panels  to  television  assembly,  this  will 
the  first  such  integrated  LCD-related  production  facility  in  the  wot 

Machida  stresses  that  the  new  plant  is  also  designed  to  be 
extremely  advanced,  environmentally  friendly  facility:  "It  is  a  tota 
'clean'  plant,  with  zero  emissions  and  1 00%  recycling  of  the  wa 
used  in  the  manufacturing  processes;  it's  even  powered  by  its  o\ 
co-generation  system."  He  emphasizes,  "Economic  growth  a 
preservation  of  the  environment  can  coexist  harmoniously,  be 
now  and  in  the  future." 

Not  surprisingly,  Machida  sees  a  role  for  his  company  in  thatfutu 
"Environmentally  friendly  production  skills  will  become  another  or 
of-a-kind  specialty  for  Sharp."  ■ 


Machida  came  to  sharp  after  graduating  from  Kyoto  I  diversity.  He  joined  the  jinn  in  1969  and  learned  the  business  by  work 
ing  in  arras  such  as  the  household  appliance  and  audio-visual  groups.  From  1992  to  1997,  he  was  directly  involved  with  inter 
national  business.  Hi  was  appointed  president  in  199S. 

h  ttp-J/sharp-world.  com/index,  h  tm 
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rading  in  Knowledge 
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ichiro  Niwa,  president  and  CEO  of  ITOCHU  Corporation,  the 
huge  Tokyo-based  general  trading  company,  is  doubtful  of 
Japan's  ability  to  make  a  sustained  economic  recovery  if  peo- 
imply  rely  on  government  leadership.  "The  government  is  push- 
Ithe  banks  to  get  their  houses  in  order,  while  other  sectors  have 
l  left  to  struggle  through  on  their  own,"  he  says.  "That  is  why 
:HU  is  setting  up  two  sorts  of  venture  capital  funds  to  provide 
ssary  financing  to  small  and  medium-sized  companies:  the 
hbare  Japanese  Company  Fund  and  the  Gambare  Local  Area 
i"  {Gambare,  pronounced  "gam-bah-ray",  means  "Do  your  best!"] 
•iwa  points  out  that  99.7%  of  Japanese  companies  are  small-  to 
ilium-sized  firms;  although  they  form  the  real  backbone  of 
anese  industry,  these  companies  are  being  starved  of  investment 
tal.  He  explains,  "These  smaller  firms  are  often  subcontractors 
the  well-known  giants  of  industry,  and  over  the  years  they  have 
eloped  amazing  levels  of  technological  know-how  that  they  are 
ble  to  commercialize  due  to  a  lack  of  funding.  As  a  result,  much 
apan's  potential  is  being  stifled." 

Mow  is  not  the  time  for  Japan  to  hit  the 
rakes;  instead,  we  have  to  go  for  it  with 
everything  we've  got." 

inlike  some  of  its  rivals,  ITOCHU  intends  to  focus  on  its  core  com- 
?nce  as  a  trading  company  and  is  not  interested  in  becoming  a 
lufacturer.  Niwa  believes  that  providing  the  funds  for  smaller  mak- 
to  develop  new  products  using  their  own  technologies  will  boost 
economy  by  keeping  workers  employed  in  manufacturing  aYid  Dol- 
ing company  profits,  and  it  will  also  enhance  ITOCHU's  bottom  line 
)ugh  the  commercialization  of  these  products. 
We  have  earmarked  ¥1 0  billion  [US$90.9  million]  over  the  next  two 
rs  for  investment  in  small-  to  medium-sized  companies  in  our 
nba/e  Japanese  Company  Fund,"  Niwa  notes.  "We  believe  that 
h  companies  form  the  true  engine  of  this  economy.  They  have  both 
technologies  and  the  human  resources  to  carry  Japan  to  the  next 
je  of  its  development ...  It  is  no  good  waiting  for  handouts  from  the 
'eminent;  we  have  to  start  sorting  out  the  future  by  ourselves." 
Jiwa  also  believes  that  the  future  of  global  business  will  be  sig- 
cantly  affected  by  growth  in  cutting-edge  technologies  such  as 
technology,  nanotechnology  and  IT.  For  the  past  two  years  he  has 
n  steering  ITOCHU  toward  tie-ups  with  academic  and  commer- 
organizations  worldwide. 

ITOCHU  is  much  more  than  a  middleman,"  he  emphasizes.  "We 
est  in  spin-off  ventures  created  by  the  organizations  we  work 
For  example,  one  of  our  most  important  partners  is  Los  Alamos 


Uichiro  Niwa 

President  and  CEO,  ITOCHU  Corporation 

National  Laboratory  in  the  U.S.,  the  world's  largest  laboratory, 
employing  over  10,000  scientists.  We  are  now  in  active  talks  with  them 
about  collaboration  on  such  developments  as  new  textiles,  new  food 
safety  methods,  fuel  cell  technology  and  non-destructive  evaluation 
techniques.  We  hope  to  apply  the  Laboratory's  technology  and  intellec- 
tual property  to  a  variety  of  industries  on  a  global  scale." 

Looking  at  the  domestic  economy,  Niwa  thinks  Japan  is  still  far  from 
achieving  a  sustainable  recovery,  yet  his  prescription  is  to  move  ahead 
boldly.  "Strangely  enough,"  he  says,  "just  when  the  economy  looks 
like  it  is  headed  for  a  brick  wall  is  exactly  the  time  we  need  to  accel- 
erate. If  you  think  only  about  the  wall  and  hit  the  brakes,  you  will  come 
to  a  complete  stop;  but  if  you  hit  the  gas,  you  will  have  either  the 
power  to  get  around  the  wall  or  the  momentum  to  smash  through  it. 
Now  is  not  the  time  for  Japan  to  hit  the  brakes;  instead,  we  have  to  go 
for  it  with  everything  we've  got."  In  other  words,  what  this  leader  of 
the  business  community  is  really  saying  is  Gambare  Nippon!  ■ 


Niwa  was  named  president  of  ITOCHU  in  1998,  after  35 
]    from  Nagoya  University  with  a  law  degree,  and  he  went 


years  in  a  variety  of  positions  with  the  company.  He  graduated  in  1962 
on  to  become  an  expert  in  foodstuffs  trading. 

www.itochu.co.jp/main/index_e.html 
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It's  a  tree. 

If  something  affects  one  living  thing,  ultimately  it  affects  us  all.  That's  the  big  picture.  And  we 
never  lose  sight  of  it  in  everything  we  do.  We  continue  to  make  energy  and  resource  conservation 
and  elimination  of  hazardous  substances  our  most  important  goal  at  every  stage  of  our  operations. 
Our  business  machines  have  on-demand  fixing  technology,  enabling  energy  savings  equivalent 
to  491,003  tons  of  C02.  We  design  more  ENERGY  STAR®  qualified  printers,  copiers,  fax 
machines  and  multifunction  products  than  any  other  manufacturer.  We  use  lead-free  solder 
on  the  electric  cables  and  circuit  boards  that  go  into  making  many  of  our  products.  It's  all 
part  of  an  ongoing  commitment  to  dedicate  our  resources  to  protecting  the  world's  resources. 

It's  not  just  a  tree. 


www.usa.canon.com/environrnent 

iinon  USA,  Inc.  Canon  Know  H.v 
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Numico 


Born  Again 


A  Dutch  baby-food  maker  spit  up  after  an  American  vitamin  binge. 
Back  to  the  high  chairs  I  by  deborah  steinborn 


IN  EARLY  DECEMBER  ROYAL  NUMICO 
of  the  Netherlands  finally  bade  good 
riddance  to  a  disastrous  foray  into 
the  U.S.  vitamin  market.  Its  General 
Nutrition  chain,  bought  in  1999 
(when  selling  herbal  remedies  and 
dietary  supplements  seemed  like  a  ticket 
to  wealth),  was  unloaded  on  Leon 
Black's  Apollo  Management,  at  a  loss  of 
at  least  $1.75  billion.  Add  to  that  the 
Rexall  Sundown  pill-producer  (also 
acquired  and  then  sold)  plus  a  smaller, 
now-disgorged  unit,  and  the  whole  $4.5 
billion  effort,  which  foundered  when 
.discounters  seized  the  sector,  took 


the  108-year-old  company  down  for 
two  years.  Its  Amsterdam-listed  shares 
lost  90%  of  their  peak  value  and 
still  trade  at  less  than  half  their  year- 
2000  level. 

So  what  is  Chief  Executive  Jan  Ben- 
nink  doing  about  it?  Returning  to 
Numico's  core  act:  making  baby  food.  If 
you  know  anything  about  birthrates  in 
Europe,  you  know  that  this  represents  a 
real  challenge. 

Bennink,  47,  was  in  the  pabulum 
business  for  seven  years  at  France's 
Groupe  Danone  before  being  brought  in 
19  months  ago  to  rescue  Numico.  (Ear- 


lier, he'd  marketed  diapers  at  Procter  & 
Gamble.)  Bennink  keeps  his  eye  on 
babies'  reactions  wherever  he  comes 
across  a  Numico  feeding.  He  enjoys  fid- 
dling with  the  cute  red  and  blue  contain- 
ers. And  he  wants  to  know  what  young 
mothers  think.  Bennink  himself  has 
reared  three  children. 

"There  is  no  doubt  that  our  focus 
and  our  livelihood  is  baby  food,"  Ben- 
nink says,  pointing  to  plastic  infant  fruit 
cups  lining  his  office  windowsill.  "That's 
our  competitive  advantage  because  it's 
not  the  case  for  anyone  else,"  since  his 
competitors  are  the  diversified  giants 
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NumicQ 

Danone,  Nestle  and  Novartis.  "Of 
course,  you  put  yourself  at  high  risk  if 
something  goes  wrong."  Numico  again 
relies  on  the  tots,  who  now  account  for 
most  of  its  $1.9  billion  (at  today's 
exchange  rate)  in  annual  sales.  The  next- 
largest  chunk  of  revenues  comes  from 
nutrition  products  for  the  elderly. 

Bennink  has  been  able  to  restore  prof- 
itability, not  counting  the  recurring  write- 
downs on  divestments;  analysts  say  his 
company  is  going  to  earn  the  equivalent 
of  $1.43  a  share  in  2004.  He  has  moved 
mercilessly  to  improve  the  odds,  firing 
top  management  and  handpicking  a  new 
board,  closing  production  plants  and  sell- 
ing off  a  dozen  businesses — including  the 
vitamin  trio.  Internal  reporting  has  been 
simplified  and  debt  slashed. 

Numico  still  places  fifth  with  a  7% 
share  of  the  $22  billion  industry,  accord- 
ing to  business  information  provider 
Euromonitor  International.  Its  business 
is  concentrated  in  the  aging  Nether- 
lands, Germany  and  U.K.,  where 
demographers  expect  a  collective  5% 
drop  in  the  infant  population  over  the 
next  five  years. 

So  how  will  Bennink  make  good  on 
his  promise  to  boost  baby-food  sales  by 
at  least  5%  per  year  over  the  next  three 
years,  with  an  eventual  operating  margin 
(net  before  depreciation,  interest  and 
taxes)  of  20%?  Surprisingly  enough,  he 
finds  the  secret  in  France. 

Or  maybe  not  so  surprising,  given  his 
time  at  Danone.  Despite  a  flat  population 
growth  of  babies  in  France  over  the  past 
five  years,  the  bab)  -  f<  lod  market  has  been 
growing  at  ai  i  i%,  according  to  a 

March  report  :•  has  been 

driven  by  compel  ng  Nestle, 

Danone  and  da  es  that 

broke  into  the  sectoi  -based 

products  in  the  eai 

"France  simply  s!  baby- 

food  market  is  sleepii :,  ;  else," 

Bennink  says.  "So  if  we  | 

innovating,  even  just  a  h  i .  the  ma  ill 

react.  Because  people  li  have  varia- 
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Baby  basics:  Numico  s      . 

"We  don't  have  to  be  everywhere,  but 

there  are  pockets  we  cannot  neglect." 


One  of  them  is  Ambient  Ready  Meals, 
ready-to-eat  baby  meals  for  parents  on 
the  go,  which  may  enter  the  U.K.  market 
by  2006. 

So  when  do  American  parents  see 
these  tot  innovations?  Not  soon.  Even  as 
he  tries  to  build  on  the  French  model, 
Bennink  demurs  on  a  return  to  the  U.S., 
even  though  Novartis  is  said  to  be  shop- 
ping its  Gerber  line.  "We  don't  have  to  be 
everywhere,"  he  says,  "but  there  are  pock- 
ets of  natural  growth  around  the  world, 
particularly  in  developing  countries,  that 
we  earn,  t  and  won't  neglect." 

In   ndonesia,  for  example,  Numico  is 

ly  the  largest  baby-food  provider 

w  th  a  32%  market  share;  Nestle  runs  a 


distant  second  with  only  12%.  Roughly 
10%  of  Numico's  baby-food  sales  stems 
from  this  nation  of  200  million  residents. 

"Even  though  in  the  classical  sense 
Indonesia  is  a  developing  country,  there 
is  a  segment  of  the  population  with  a 
living  standard  comparable  to  anyone, 
anywhere,"  says  Ajai  Puri,  Numico's  top 
R&D  official.  "These  people  are  very  will- 
ing and  able  to  get  the  very  best,  whether 
that  be  a  BMW  Series  7  car,  a  flat-screen 
TV  or  the  best  baby  food  for  their 
children." 

Stick  to  the  menu,  in  other  words,  and 
you  can  get  decent  growth  out  of  a  busi- 
ness that  has  demographics  stacked 
against  it.  F 
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He's  relaxed.  He's  insured  by  Chubb. 


Worth  magazine  called  Chubb  "the  gold  standard  1or  property-casualty 
insurance....  Chubb's  best  feature  is  a  three-decade  history  ot  swiftly 
paying  claims  that  other  companies  mighl  balk  at." 


At  It  Again 

Next  Media's  Jimmy  Lai  is  still 
starting  papers  and  punching 
at  China  by  robyn  meredith 


THERE'S  STILL  SOMEBODY  IN  THE 
world  starting  newspapers  you  must 
pay  for.  Hong  Kong-based  tycoon 
Jimmy  Lai  launched  Apple  Daily  news- 
paper in  Taiwan  in  May,  just  when  Asian 
economies  were  choked  by  the  SARS  virus 
on  top  of  a  long-running  advertising 
downturn.  It  already  has  the  island 
republic's  fourth-largest  circulation,  at 
435,000. 

Lai's  publicly  listed  Next  Media  built 
Hong  Kong's  second-biggest  daily  news- 
paper, along  with  the  city's  top  three 
weeklies,  from  scratch  in  eight  years.  And 
he's  done  it  all  while  pitted  against  Main- 
land China,  just  as  other  publishers  in  the 
region  are  angling  for  a  foothold  or  favor 
there.  Call  him  a  double  contrarian. 

One  might  expect  Lai,  55,  would  find 
a  friendlier  reception  in  Taiwan,  where 
China-bashing  is  more  often  looked 
upon  fondly.  Not  quite. 

Apple  does  have  a  political  problem  of 
sorts  in  Taiwan:  Unlike  other  big  news- 
papers, it  isn't  aligned  with  a  political 
party,  a  Taiwan  tradition.  Also,  it  hasn't 
been  able  to  break  into  Taiwan's  close- 
knit  delivery  cartel,  so  Apple  is  effectively 
limited  to  newsstand  sales. 

But  Lai's  entrance  has  triggered  an 
old-fashioned  newspaper  war  in  Taiwan: 


Competitors  have  been  giving 
out  supermarket  cash  coupons, 
while  Apple  Daily  gives  away  a 
poster  each  day  and  a  CD  with 
English  lessons  once  a  week. 
Early  on,  other  big  newspapers 
offered  local  advertisers  better 
prices  if  they  agreed  to  exclusive 
advertising  deals.  But  Apple  has 
since  won  over  real  estate  sellers 
and  car  dealers  because  it  offers  color.  "Its 
competitors  are  still  printing  in  black  and 
white,"  says  Sun  Hung  Kai  Research  in 
Hong  Kong. 

All  that  is  costing  big  bucks.  Next 
loses  about  9  cents  per  copy  selling  at  the 
introductory  price  of  30  cents  a  copy. 
Apple  should  start  making  money  when 
Taiwan's  big  papers  go  back  to  the  pre- 
Apple  price  of  44  cents  a  copy  and  Lai  can 
raise  his  introductory  price. 

Next  Media's  fortunes,  in  turn, 
depend  on  how  quickly  the  new  Tai- 
wanese newspaper  can  pull  out  of  the  red. 
Analysts  are  expecting  it  will  take  two 
years.  But  when  Chairman  Lai  launched 
the  sister  newspaper  in  Hong  Kong,  it  was 
profitable  in  just  a  year.  Last  month  Next 
reported  a  $14  million  loss  for  the  six- 
month  period  of  April  through  Septem- 
ber, nearly  double  the  $7.2  million  loss 
HSBC  analysts  expected. 

Lai  can  afford  losses  in  the  short  term. 
He  owns  two-thirds  of  Next's  stock, 
which,  besting  the  overall  Hong  Kong 
market,  has  more  than  doubled  since 
Apr.  1,  from  22  cents  to  a  recent  47  cents. 
Ci.K.  Goh  Research  figures  that's  about 
fully  valued,  but  is  "confident  that  the 
group  will  be  able  to  replicate  its  Hong 
Kong  success  in  Taiwan." 


It's  been  a  mistake  to  sell  Lai  short. 
Since  he  started  carrying  bags  at  the 
Guangzhou  train  station  at  age  9,  he's 
amassed  a  personal  fortune  of  at  least 
$500  million.  His  family  scraped  together 
the  smuggler's  fee  of  370  Hong  Kong  dol- 
lars— the  equivalent  of  $475  today — to 
get  him  to  freedom  when  he  was  12.  He 
and  the  other  illegal  immigrants  hidden 
in  the  bottom  of  a  boat  from  Macao  had 
to  take  turns  breathing  fresh  air  through  a 
tiny  hole  for  more  than  eight  hours. 

Factory  jobs  led  to  a  garment  business 
and  occasional  sales  trips  to  New  York.  In 
his  early  30s  Lai  started  Giordano,  a  Hong 
Kong  clothing  chain  much  like  the  Lim- 
ited in  the  U.S.  In  1990  he  started  the 
feisty  Next  Magazine  in  Hong  Kong, 
which  routinely  rattled  Beijing.  China 
began  retaliating  by  closing  some  of  Gior- 
dano's Mainland  stores,  and  Lai  sold  the 
chain  in  1994. 

He  founded  the  Chinese-language 
Apple  Daily  the  next  year,  and  in  an  era 
when  commuter  papers  in  many  metro 
markets  are  given  away,  Lai  sells  1.5  mil- 
lion copies  a  day  in  Hong  Kong.  His  staff 
relishes  political  corruption,  but  also 
became  famous  for  brothel  reviews.  Today 
some  of  the  industry's  most  innovative 
graphics  are  used  to  flog  crime  scenes. 

Last  spring  Apple  Daily  helped  stir 
one  in  every  1 4  Hong  Kongers  to  join  Lai 
in  marching  against  draconian  anti- 
subversion  laws  drawn  up  by  Beijing- 
appointed  leader  Tung  Chee-hwa.  Many 
held  up  broadsheet  protest  posters 
printed  in  Apple  Daily  or  bright  placards 
from  Next  Magazine  showing  Tung  with  a 
pie  in  his  face.  The  authorities  backed 
down  on  the  law.  F 
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The  right  software  can  transform  your 
nfrastructure  into  an  on-demand  environment. 

Hie  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
jur  management  software  is  designed  to  make  your  business  more  responsive 
nan  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
ntegrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
profitability.  To  find  out  more  about  transforming  your  IT  environment  for 
Dusiness  success,  go  to  ca.com/management1 . 

2003  Computer  Associates  International,  Inc.  ICA)  All  rights  reserved. 
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Success  can  be  a  fragile  thing  in  the  restaurant 
business.  Particularly  when  fluctuating  food  costs  can 
quickly  ruin  profit  margins.  Savvy  restaurants  have  turned 
to  Cargill  for  help.  We  use  our  knowledge  of  markets 
to  deliver  a  more  stable  price  for  egg  products.  We 
also  deliver  products  in  ways  that  help  them  cut 
handling  costs.  So  now  restaurants  can  have  better 
cost  control  and  more  stable  margins.  Not  to  mention  more 
appetizing  profits.  This  is  how  Cargill  works  with  customers. 
collaborate    >     create     >    succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


www.cargill.com 
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Who  knew  the  digital  revolution  could 

be  such  a  rush?  Best  Buy  did — 

and  it's  selling  more  pricey  gadgets 

and  hookup  services  than  anybody. 

BY  MARK  TATGE 

THETEMPJ  HJTSIDE  IS  FIVE  DEGREES  ABOVE  ZERO.  BUT 
that  seems  ton  a  the  dozen  shoppers  waiting  on  a  recent 
morning  for  I  s  latest  concept  store,  in  suburban  Min- 
neapolis, to  op(  |e,  salesclerks  in  blue  shirts  and 
khakis  scramble  to 

A  three--sl'  •Lit -screen  TVs  blares  on  the 

rear  wall— an  inviti  |e  at  the  center  of  pricey 

multimedia  gadget-  uy  at  its  most  tempting. 

Play  with  videogame  v  Bui  |     .,.  Detter  yet>  make 

movies.  One  interactive  pod  the  45,000-square- 

foot  store  offers  a  leather  iv^' in  sist  ($1,299).  Hit 

the  remote  and  the  42-i]  nith  l           p]  Jma  flat-panel 

screen  ($2,999)  roars  to  lite  button  sails  the  Not  or 

downloads  tunes  from  a  Pi  utionisas 

good  as  you'll  find  in  a  tin  >ut  the  four  sets  oi 

Klipsch  speakers  ($1,886):  A  $1  concealed 

inside  the  chair's  seat,  earning  it  "butt  kicker." 

Total  price  for  the  complete  "digital  In       i  i]       [g     cables 
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and  service  plans  could  add  20%  or  more.  The  displays,  the 
wares,  the  bundled  offerings — all  part  of  Best  Buy's  latest 
attempt  to  separate  your  wallet  from  you. 

The  Maple  Grove,  Minn,  store  is  one  of  a  few  dozen  Best  Buy 
outlets  putting  on  the  glitz.  It's  offering  more  of  the  latest  in  the 
growing  acreage  of  really  cool  stuff  that's  now  widely  avail- 
able— MP3  players,  digital  cameras,  giant  TVs,  DVD  burners, 
satellite  notebooks  and  radios,  wireless  gizmos.  People  can't  get 
enough  of  these  fun  devices,  and  those  who've  already  bought 
them  can't  seem  to  upgrade  fast  enough.  More  and  more  toys 
are  on  the  way,  thanks  to  the  constant  innovation  that  makes 
them  more  powerful,  faster,  cheaper,  smaller  in  many  cases  and 
better  able  to  "talk"  to  each  other.  So  overhyped,  so  overly  long 
in  coming,  the  digital  revolution  is  finally  here  (see  chart, 
p.  142) — and  Best  Buy  has  become  its  mightiest  foot  soldier. 

If  successful,  such  company  outlets  will  spread  to  its  other 
576  U.S.  stores.  Yes,  the  retailer  that  is  best  known  for  grab-and- 
go  electronics,  videogames  and  software  at  low  prices  is  rein- 
venting itself  again — the  fourth  distinct  incarnation  in  its  37- 
year  history  This  time  the  focus  is  on  bundling  high-end 
electronics  with  service  and  installation — without  losing  its  low- 
price  reputation.  If  it  sounds  lunatic,  it  is.  "Nobody  has  been 
able  to  do  this  before,"  says  Bradbury  H.  Anderson,  the  chain's 
54-year-old  chief  executive.  "If  we  can  only  figure  out  the  puz- 


"If  we  do  nothing, 

Wal-Mart  will  surpass  us 

by  the  simple  fact  they 

are  adding  more  stores." 


zle."  He's  muddling  through  with  the  support  of  founder,  friend 
and  Chairman  Richard  M.  Schulze,  who  hired  Anderson  as  a 
stereo  salesman  in  1 97  3  and  gave  him  the  top  job  in  July  2002. 

Richfield,  Minn.-based  Best  Buy  is  reinventing  itself  at  the 
top  of  its  game.  Its  750  North  American  locations,  including 
Canada,  give  the  company  a  16%  share  of  the  $130  billion-a- 
year  market  for  electronics  and  packaged  media,  the  number 
one  spot.  It's  rolling  toward  its  best  results  in  five  years,  with 
earnings  per  share  projected  is  at  $2.37,  up  24%,  on 

sales  of  $23.5  billion  for  thi  ar  ending  Mar.  1.  2004. 

Same-store  sales  rose  8.6%  in  the  third  quarter.  The  retailer  has 
$1.8  billion  cash  and  is  buying  i   i  to  $400  million  in  stod ; 

last  year  it  started  paying  a  41  lual  dividend.  Despite  a 

recent  drop,  shares  have  better  th  in  doubled  in  tin-  last  year. 

So  why  mess  with  success?  Ander  >on  sees  trouble  ahead.  I  ong 
term,  the  store  base  is  maturing.  Best  :  nv  siil!  plans  to  open  60  to 


70  new  stores  a  year.  But  a  lot  of  future  growth  will  come  fro 
20,000-square-foot  stores  (less  than  half  the  standard  size) 
smaller  markets.  Keeping  annual  returns  on  invested  capital 
20%  could  be  as  tough  as  selling  a  used  Betamax. 

More  worrisome  are  the  short-term  problems.  The  flood 
imports  and  shorter  product  cycles  exert  severe  price  pressi 
on  some  of  the  most  profitable  products — digital  TVs,  earner 
and  home  entertainment  systems.  A  60-inch  Samsung  DLP  tel 
vision  that  sold  for  $5,000  three  months  ago  now  sells  fi 
$4,700.  No  one  believes  that  digital  TVs  can  escape  the  pric 
plunging  fate  of  PCs  and  anything  else  with  transistors  insid 
Anderson  counters  that  the  lower  the  price  of  an  LCD  TV  or 
camcorder,  the  more  of  them  he  can  sell. 

But  then  there  is  Wal-Mart.  Its  share  of  the  electronics  ma 
ket  has  galloped  from  6.9%  in  1996  to  a  current  11%,  repor 
Credit  Suisse  First  Boston.  "If  we  do  nothing,  Wal-Mart  will  su 
pass  us  by  the  simple  fact  they  are  adding  more  stores  than  v 
are  each  year,"  says  Anderson.  With  operating  margins  on  ele 
tronics  averaging  5%  or  so,  there  is  no  way  Best  Buy  can  w 
"trying  to  chase  the  customer  out  of  Wal-Mart." 

If  it  can't  compete  on  merchandise  alone,  Anderson  believ 
Best  Buy  can  still  get  a  leg  up  on  Wal-Mart.  One  way  is  1 
bundling  those  goods  with  add-on  services,  from  resellir 
Rhapsody,  which  charges  $10  a  month  for  Internet  music  pit 
79  cents  a  song  to  burn  CDs,  to  offerir 
complete  wiring  packages  to  new-hon 
owners.  Another  is  to  tap  into  private-lab 
goods — not  junk  at  low  price  points  bi 
gizmos  that  compete  directly  with  majc 
brands.  In  September  Best  Buy  opened  a 
office  in  Shanghai  with  the  intent 
sourcing  goods  directly.  (Details  remaii 
scarce.)  If  it  can  increase  its  share  of  such 
merchandise  from  essentially  zilch  today 
to  15%  of  the  mix  by  2008,  estimates 
Colin  McGranahan  with  Sanford  Bern- 
stein, it  could  add  a  percentage  point  to 
its  operating  margin. 

These  are  risky  moves  in  the  ever-shifting  tides  of  retail. 
The  company  is  spending  an  estimated  $80  million  a  year  on 
what  it's  calling  "customer  centricity,"  a  massive  effort  to 
identify  and  serve  its  most  profitable  shoppers  by  rebuilding 
stores,  adding  to  staff  and  upgrading  wares.   Best  Buy  has 
little  choice.  It  also  has  some  experience  in  navigating 
through  the  most  treacherous  storms.  Twenty-two  years  ago, 
when  the  chain  was  called  Sound  of  Music,  a  tornado  ripped 
through  its  largest  store,  in  St.  Paul,  resulting  in  a  $200,000 
loss  for  the  year  and  a  near-brush  with  bankruptcy.  "We'd 
forgotten  to  buy  business-interruption  insurance,"  says 
Anderson.  The  water-damaged  inventory  was  sold  at  a 
"best  buy"  sale — resulting  in  a  cash  bonanza  for  the  com- 
pany and  a  name  change. 

Best  Buy's  first  superstore  opened  in  1984,  a  carbon 
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copy  of  Circuit  City  Stores,  which  was  then 
nearly  40  times  its  size.  A  year  later  Best  Buy 
went  public  and  began  a  climb  that  sent  it 
past  its  chief  rival  in  1995;  it  has 
enjoyed  the  lead  ever  since.  Then 
came  the  next  calamity — a  1989 
price   war   with    Highland 
Superstores,  which  hurt  Best 
Buy's     bottom     line     and 
shoved  Highland  into  bank- 
ruptcy. Emerging  from  the 
cocoon  this  time,  Best  Buy 
was  then  a  bare-bones,  ware- 
house-style        electronics 
retailer  and  looked  it  every 
square  inch:  open  ceilings, 
concrete  floors,  fluorescent 
tube  lighting.  Staff  on  com- 
mission gave  way  to  hourly 
employees  who  did  their  best 
to  make  themselves  invisible 
to  shoppers  simply  wanting 
cheap  electronics.  Best  Buy 
grew  rapidly  from  sales  of 
$240  million  in  1987  to  $7.2 
billion  in  1996. 

And  nearly  drove  itself  off 
a  cliff.  A  year  later  Best  Buy 
squeaked  out  a  profit  of  $1.7 
million  on  $7.7  billion  in 
sales.  Why?  A  problem  famil- 
iar to  watchers  of  Motorola 

camera  phones:  Best  Buy  missed  out  on  the  introduction  of  the 
new  Intel  MMX  microchip — powering  PCs  that  could  run  more 
sophisticated  games,  better  graphics  and  music  synthesizers,  and 
video  conferencing — during  the  Christmas  season.  Cheap  credit 
promotions  by  others  eroded  Best  Buy's  top  line. 

Time  for  another  makeover.  Trimming  overhead  and 
revamping  its  supply  chain,  the  company  reshuffled  its  product 
categories  into  home  office,  electronics,  entertainment  software 
and  appliances.  Customers  saw  the  difference,  as  higher-margin 
DVD  players  and  camcorders  replaced  PCs,  and  they  bought.  Best 


Best  Buy  grew  rapidly 

from  1987  to  1996— and 

nearly  fell  off  a  cliff. 
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Buy\gross  margins  climbed  from  13.5%  i 
1997  to  21.3%  in  2002. 

During  those  fat  years  the  compar 
for  the  first  time  reached  outside  f( 
growth,  spending  $1.2  billion  to  bi 
three  electronics  and  mus 
retailers — with  mixed  resuf 
Magnolia  Hi-Fi,  a  chain  o] 
the  West  Coast,  and  Futui 
Shop,  in  Canada,  put  Bel 
Buy  into  higher-end  electror 
ics,  wares  made  by  the  likes  <i 
Mitsubishi  and  Klipsch.  Th; 
proved  to  be  a  good  mov 
against  Ultimate  Electronic 
and  other  pricey  competitor' 
Acquiring  Musiclanc 
which  operated  as  San 
Goody,  Media  Play  and  O 
Cue  stores,  proved  less  of 
bargain.  The  acquisition  wa 
supposed  to  give  Best  Buy 
national  presence  in  mall 
and  greater  concentration  i 
so-called  packaged  medi; 
Although  CDs  and  DVDs  wer 
a  break-even  propositior 
they  could  stimulate  sales  c 
CD  and  DVD  players.  More 
over,  Musicland's  1,300-plu 
stores  would  give  Best  Bu 
sufficient  heft  to  negotiat 
bigger  discounts  with  record  companies  and  Hollywood  studio;! 
Or  so  the  theory  went.  But  weak  sales,  high  rents,  music  pirac 
and  a  post-Sept.  1 1  drop  in  traffic  forced  Anderson  to  dump  th 
moneylosing  chain  in  June  2003  for  $500  million  (in  assume< 
debt  alone),  booking  a  $70  million  charge  to  earnings. 

Not  a  huge  setback,  in  Anderson's  view,  but  an  opportunity. . 
to  refocus.  Musicland  fiasco  aside,  maybe  there  was  a  better  way  t< 
combine  hardware  and  software  sales — and  marry  them  to  ser 
vices.  The  slippery  business  of  retail  always  comes  back  to  figurins 
out  what  the  shopper  wants.  So,  store  by  store,  Best  Buy  began  re 
viewing  each  of  25,000  or  so  SKUs  to  see  wha 
sells  and  what  doesn't  in  order  to  adjust  mer 
chandise  according  to  the  income  level  anc 
buying  habits  of  shoppers  at  every  location 
To  help  sketch  that  customer  profile,  Ander 
son  last  summer  introduced  a  Reward  Zoni 
program,  which  costs  $  1 0  to  join  and  gives  $'. 
in  gift  certificates  for  every  $125  worth  o 
purchases.  By  year-end  the  company  was  pre 
dieting  2  million  members.  That  comes  at  < 
cost:  up  to  an  estimated  half  a  percentagf 
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point  of  full-year  gross  margins,  which  were  26%  for  the  year. 

One  thing  learned  from  such  numbers  games  and  focus 
groups  was  the  near  universality  of  customer  frustration.  People 
loved  the  idea  of  buying  the  latest  gadgets.  But  once  they  left  the 
store  and  opened  the  box,  many  of  them  didn't  know  how  to 
hook  up  the  home  entertainment  center  or  how  to  make  the 
remote-control  surround-sound  system  talk  to  the  DVD  player. 
Digital  warriors  need  some  form  of  boot  camp. 

So  changes  in  staff,  as  well  as  inventory,  were  built  into  Best 


Happiest  Holidays 

Best  Buy  was  expecting  a  very  merry  Christmas 
besT  Duy  wao     k  Ro/.oo/n  romD-store  sale 


CANON  ELPH  DIGITAL 
CAMERA  SDIOO 

Price:  $300.  Projected 
digital  cameras  sold  during 
holidays:  505,000  units 


if 


CANON  MINIDV  CAMCORDER 

WITH  2.5'  LCD  VIEWSCREEN 

Price:  $400.  Projected 
camcorders  sold  during  holidays: 

257,000  units 


SONY  23-INCH  WEGA  LCD  TV 

Price:  $2,300.  Projected  flat- 
panel  TVs  sold  during 
holidays:  56,000  units 


FOUR  FLICKS 


ROLLING  STONES  FOUR 
FLICKS  DVOS 
Price:  $30.  Projected 
Rolling  Stones  DVD  sales: 
138000  units 


Sources.  Forbes  estimates 
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Buy's  new  45,000-square-foot  stores,  like  the  one  in  Maple 
Grove.  Out  went  the  lower-end  toasters,  blenders  and  coffee- 
makers  (more  pricey  versions  stayed).  Photofinishing  labs 
replaced  racks  of  CDs  in  the  center  of  the  larger  stores,  allowing 
customers  to  get  instant  prints  by  popping  a  memory  stick  into 
a  self-service  printer.  And  everywhere  the  eye  alights,  high-ticket 
office  and  home  entertainment  equipment  are  found.  Sales  folk 
might  push  a  new  DVD  player  on  the  poor  schlub  who  comes  in 
to  buy  the  $30  set  of  the  recent  Rolling  Stones  tour,  a  four-disk 
DVD  box  set  produced  for  and  sold  exclusively  by  Best  Buy,  until 
February.  But  they're  really  after  bigger  fish. 

Best  Buy  will  gently  sic  specialists  (paid  an  estimated  $20- 
$30  an  hour,  no  commission)  on  shoppers  in  order  to  close  a 
more  lucrative  deal.  Buying  a  new  house?  Remodeling?  You're  a 
candidate  for  a  new  audiovisual  system.  For  a  $150  consulta- 
tion fee,  applied  to  the  purchase  of  equipment  and  installation, 
you  get  someone  to  visit  your  house  and  help  you  draw  up  a 
plan.  Such  bundling  raises  the  average  ticket  ($230  or  so) 
and  pumps  up  gross  margins,  particularly  on  high-end 
items  like  digital  TVs  (30%),  by  an  additional  5%  to 
10%,  says  Sandeep  Chungani,  a  retail  consultant  with 
A.T.  Kearney.  In  Minneapolis  and  Dallas,  Best  Buy  has 
partnered  with  ten  of  the  nation's  largest  home 
builders,  including  Pulte,  Ryland  and  William  Ryan, 
and  has  so  far  wired  6,000  new  homes.  That  service 
raises  the  price  of  the  home  an  average  of  $1,000  to 
$1,500 — plus  the  cost  of  the  equipment,  of  course. 

You  don't  have  to  be  a  new  homeowner  to  buy  ser- 
vices. Last  year  Anderson  acquired  a  computer-mainte- 
nance company  called  the  Geek  Squad  and  installed  its 
employees  (men  wear  white  shirts  and  skinny  black 
ties;  women  put  on  skirts  and  black  tights)  in  the  new 
concept  stores.  They're  herded  into  500-square-foot 
offices,  where  they  work  on  computers  behind  large 
picture  windows.  They'll  install  hard  drives  for  $50  and 
do  tune-ups  ($30)  on  any  desktop  computer,  not  just 
those  sold  by  Best  Buy.  The  minimum  diagnostic  fee  is 
$60 — or  $150  if  a  geek  in  a  black-and-white  VW  Beede 
has  to  drive  up  to  your  door.  "Sometimes,"  smiles 
Jeremiah  Rush,  head  geek  at  the  Maple  Grove  store, 
who  sports  spiked  hair  and  a  modest  pair  of  earrings, 
"it's  more  economical  to  just  buy  a  new  machine." 

Trained  staff  costs  money,  and  Best  Buy  will  have  its 
hands  full  keeping  expenses  under  control.  Sales,  gen- 
eral and  administrative  expenses  rose  to  22%  of  rev- 
enues in  the  first  nine  months  of  fiscal  2004  from  16% 
in  fiscal  2002,  despite  an  8%  reduction  in  the  corporate 
head  count.  Those  costs  can  only  rise  with  the  need  for 
better-educated  personnel  to  explain  ever  more  com- 
plicated technology.  This  is  not  lost  on  Anderson.  Says 
he,  "You  don't  have  a  lot  of  margin  for  error."        F 


Additional  reporting  by  Evan  Hessel 
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QUIETu^T^ 


The  spirit  of  Harley  Earl   whispers  in   the  new   Rainier.1™  The  first  Buick  engineered  with   QuietTuning, 

"i   exclusive    noise-reduction  process.   With  a    laminate  windshield   and   front  side-door  glass  to   reduce  the 

whistle  of  the  wind.  Twenty-six   strategically  placed  acoustic  absorbers  and   seals  to  help  keep  noise  out. 

And  quiet-tread   tires  to  muffle  the  road.   Rainier.  Two  tons  of  peace  and  quiet. 

Peaceful.   Powerful.   Rainier.     It's  a   brand-new  Buiclc. 


BUICK 

THE   SPIRIT  OF  AMERICAN   STYLE" 


bu  ick.com 


CEjnStar 


FIRST   INTERVIEW 


SECOND    INTERVIEW 


SHOE    IN 


Allen 

T^l  1         s,vles  llom  business  to  casual,  sizes  6-16  and  widths  AAA-EEE.  Truly  the  widest 

"^MTTirYnflQ     selection  available.  And  with  our  exclusive  Recrafting*  process,  they'll  be  on 


For  All    Walks  of  Life" 


the  job  for  a  long  time.  For  a  catalog  and  dealer  near  you,  call  1-800-235-2348. 
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Companies  in 

*».  America 


THE  BEST  MANAGED  COM- 
panies  cited  on  the  following 
pages  come  from  26  different 
industries,  but  they  have  one 
factor  in  common:  They're  all 
solid  achievers  in  their  respec- 
tive industries.  These  compa- 
nies exude  excellence — in  how  they're  managed 
and  in  financial  performance. 

Xilinx  (p.  156),  for  example,  rebounded  from 
an  industrywide  slump  in  the  semiconductor 
industry  by  branching  out  into  new  markets.  D.R. 
Horton  (p.  160)  capitalized  on  the  housing  boom, 
and  also  made  smart  acquisitions,  to  help  it  grow 
into  one  of  the  biggest  home  builders.  Each  of  our 
26  picks  has  its  own  unique  story. 

For  more  information  on  our  selection  process, 
see  page  176. 
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Aerosp, 
&  Defers  - 

ROCKWELL  COL 

Top  Gui. 


EX-FIGHTER-JOCK-TURNED-CHIEF- 
exec  Clayton  Jones  hardly 
blanched  when  Rockwell  Collins 
hit  rough  air  in  the  commercial 
aorospace  market  three  months 
alter  being  spun  off  from  elec- 
control  maker  Rockwell 
International  in  July  2001.  Jones' 
deft    ■'  :    Ramp   up   the 

defense  business.  Today  Depart- 


ment of  Defense  programs 
account  for  half  of  Rockwell's  $2.5 
billion  in  revenues.  Those  sales 
come  with  20%  operating  margins 
(earnings  before  interest  and 
taxes),  versus  commercial's  11%. 

Rockwell's  agility  comes  from 
being  able  to  adapt  its  snazzy 
radars,  liquid-crystal  displays  and 
data  processors  for  both  commer- 


Aerospace  &  Defense 

5-yr  annualized  total  return  (%) 


Alliant  Techsystems 
General  Dynamics 
Goodrich 

18.1 

7.9 

-2.7 

L-3  Communications 

15.3 

Northrop  Grumman 

4.7 

Precision  Castparts 

12.7 

Rockwell  Collins 

6.51 

cial  and  defense  applications 
Jones  is  working  off  the  better 
part  of  a  $700  million  contract  to 
put  weather  radars  and  displays— 
originally  designed  for  Boeing  and 
Airbus  airliners— in  600  Air  Force 
refueling  tankers.  Unlike  other 
government  suppliers,  Rockwell 
doesn't  lean  heavily  on  the  Penta- 
gon for  research  and  development, 
thus  capturing  more  of 
the  upside. 

As  for  boosting  the 
top  line,  Rockwell- 
unencumbered  by  debt, 
save  for  a  $200  million 
bond  offering  in 
November— can  keep 
making  bolt-on  acquisi- 
tions while  waiting  for 
commercial  sales  to 
take  off. 

Yet  if  the  stock  (up 
34%,  to  $29  a  share,  in 
the  past  12  months)  hits 
a  low  ceiling,  the  com- 
pany may  itself  become 
a  target. 

—Brett  Nelson 


Data  as  of  Nov.  28,  2003.  less  than  period  indicated.  Sources:  Audit  Integrity:  Forbes;  FT  Inter- 
active Data,  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Entrepreneur  and  politico:  Tom  Golisano  keeps  on  running. 


Banking 


HANDLING  PAYROLL  ON  BEHALF  OF 
small  businesses  is  not  particularly 
glamorous  or  lucrative.  Unless  you 
do  a  lot  of  it.  Just  ask  B.  Thomas 
Golisano,  who  has  become  a  bil- 
lionaire by  taking  care  of  the  chore 
for  half  a  million  small  companies. 

Last  fiscal  year  Golisano's 
Rochester,  N.Y.-based  Paychex 
earned  $293  million  on  $1.1  billion  in 
sales,  almost  all  of  which  was  made 
in  small  increments.  More  than  two- 
thirds  of  the  company's  clients  em- 
ploy fewer  than  20  people;  one  14- 
person  outfit  pays  Paychex  $2,400 
a  year  for  payroll  services. 

Golisano  has  been  in  the  busi- 
ness for  more  than  30  years,  but 
the  company  figures  it  has  plenty 
of  room  to  grow— it  says  not  even 
20%  of  small  U.S.  businesses  out- 
source payroll.  To  ensure  its  piece 
of  the  remaining  pie,  Paychex  ag- 
gressively schmoozes  accountants, 
so  that  they  in  turn  refer  Paychex 
to  clients.  And  the  sales  pitches 
don't  stop  once  a  shop  has  signed 
on— Paychex  also  makes  sure  to 
offer  clients  its  higher-margin  per- 
sonnel services  like  processing 
40l(k)  plans,  tax  filing  and  work- 


banknorth  |  Circuit  Rider 


BANKNORTH  GROUP  CHIEF  EXECUTIVE  WILLIAM  RYAN  PUT  55,000  MILES  ON  THE  COMPANY  CADILLAC 
calling  on  the  community  banks  that  dot  New  England,  readying  them  for  the  time  when  the  wave  of 
consolidation  washes  upon  them.  After  spending  four  years  fixing  a  shaky  $2  billion  (assets)  thrift  in  Port- 
land, Me.,  Ryan  has  spent  the  last  ten  rolling  up  two  dozen  of  those  banks.  Ryan  rides  the  circuit  regardless 
of  whether  he's  looking  for  a  deal  at  the  moment.  "Bank  CEOs  don't  like  to  sell  their  banks  to  people 
thev  don't  know,"  Rvan  says.  Sometimes  when  a  banker  hits  a  rough  patch  or  wants  to  exit  the  business, 
"people  will  remember  what  we  were  talking  about  and  they'll  give  me  a  call." 

Such  courtesies,  a  reputation  as  a  straight  shooter  and  3  history  of  solid  execution  have  made  Bank- 
north  the  acquirer  of  choice  for  community 


Business  Services 
&  Supplies 

5-yr  annualized  total  return  (%) 


ABM  Industries 

1.4 

Apollo-Education  Group 

37.1 

Aramark 

3.51 

Automatic  Data 

0.6 

H&R  Block 

21.2 

Ceridian 

8.51 

Certegy 

16.41 

Cintas 

5.4 

Diebold 

10.2 

Equifax 

-0.4 

Lexmark  International 

14.0 

Manpower 

15.4 

Paychex 

11.8 

Republic  Services 

6.4 

United  Stationers 

8.0 

ers'  compensation.  William  Blair 
analyst  David  Farina  estimates  that 
65%  or  more  of  incremental  rev- 
enue from  added  services  beyond 
payroll  drops  straight  to  the  com- 
pany's operating  profits.  Revenue 
from  those  services  made  up  14% 
of  Paychex  revenue  in  fiscal  2003 
and  grew  22%;  overall  revenues 
grew  15%.  —Allison  Fass 


Banking 

5-yr  annualized  total  return  (%) 


Bank  of  America 

6.4 

Banknorth  Group 

12.5 

BB&T 

3.6 

Charter  One  Financial 

9.3 

Compass  Bancshares 

12.9 

Fifth  Third  Bancorp 

6.4 

First  Tennessee  Natl 

8.7 

Golden  West  Finl 

26.6 

GreenPoint  Financial 

9.3 

banks  in  the  region.  "You  don't  find  ill  will  in 

the  wake  of  Banknorth  mergers,"  says  Anthony 

Davis,  an  analyst  with  Ryan  Beck.  Banknorth's  Marshall  &  llsley  10.0 

$27  billion  in  assets  makes  it  the  biggest  New  National  City  3.6 

England-headquartered  bank  pending  Fleet's  National  Commerce  Finl       10.5 

purchase  by  Bank  of  America.  North  Fork  Bancorp  16.3 

One  reason  Banknorth  has  been  able  to  tally  Popular  11.9 

steady  10%-plus  earnings  growth  is  its  focus  on  SouthTrust  14.5 

the  region's  small  businesses.  The  average  com-  Sovereign  Bancorp  11.6 

mercial  loan  is  $750,000,  and  its  biggest  out-        Synovus  Financial  6  9 

..      ,            *^„      .,,.          .                      ,     c         UnionBanCal  14.5 
standing  loan — $50  million — is  one-seventh  of 

US  Bancorp  5.4 

its  statutory  limit.  The  strategy  produced  a        We||s  Fargo  — 

charge-off  rate  of  0.29%  during  a  rough  2002  in         Zions  Bancorp  5^ 

a  slow-growth  region. 

Ryan  thinks  earnings  can  continue  to  grow  at  a  7%  rate  internally,  meaning  he'll 

need  to  come  up  with  another  4%  growth  through  acquisitions.  His  primary  targets 

are  savings  and  commercial  banks  with  assets  of  $1  billion  or  less  that  are  grappling 

with  the  costs  of  regulation,  technological  improvements  and  marketing.  Chances 

are  he  knows  who's  selling  and  that  he  and  they  have  already  talked. — Daniel  Kruger 
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®  Ont: 


'From  our  perspective, 

C)ntario's  workforce 
s  among  the  best  in 
the  world." 


Ed  Kilroy,  President,  IBM  Canada 


Home  to  a  new  generation  of  knowledge  workers,  Ontario  is  fast  becoming 
known  for  the  richness  of  its  human  resources.  •  For  international  companies  like  IBM, 
this  means  the  advantage  of  drawing  on  the  best  possible  candidates  in  a  global  drive 
to  offer  their  customers  a  complete  menu  of  business  solutions.  •  As  Ed  Kilroy  explains, 
"What  impresses  me  most  about  the  workforce  here  is  the  sheer  depth  of  the  skill  base." 
•  The  reasons  IBM  chose  Ontario  include  its  high  quality  education  system,  multi-language 
talent  pool,  excellent  information  and  telecommunications  infrastructure,  and  a  sterling 
reputation  for  customer  service.  •  It's  only  natural  that  Ontario  has  become  such  a  hub  for 
knowledge-intensive  industries.  The  population  is  distinctly  computer-literate,  fluent  with 
existing  technologies  and  highly  proactive  in  creating  new  ones.  •  In  fact,  60%  of  the  workforce 
have  college  or  university  training,  among  the  highest  rates  in  North  America.  •  Combine  that 
with  costs  independently  verified  the  lowest  among  the  G-7,  and  a  quality  of  life  the  U.N. 
ranks  among  the  best  in  the  world,  and  you'll  appreciate  why  for  global  players,  Ontario 
offers  everything  you  need  for  a  winning  business  solution.  Set  your  sights  on  Ontario. 


wufw.2ontarid.com 

"  800  819-8701 


Ontmuo 

Canada 

The  Futures  Right  Here 


Chemicals 

PRAXAIR 

An  Iron  Hand 


FOUR  YEARS  AGO  DENNIS  REILLEY 
resigned  as  chief  operating  officer 
of  DuPont  for  the  top  post  at  Prax- 
air, the  $5.4  billion  (sales)  industrial 
gas  manufacturer.  He  liked  the 
guaranteed  "take  or  pay"  contracts 
Praxair  signs  with  its  customers  be- 
fore building  gas  plants  next  to  their 
factories,  agreements  that  make  up 
35%  of  Praxair's  sales.  Reilley  now 
spends  three  days  a  week  visiting 
factories  and  customers,  an  ap- 
proach he  touts  as  an  antidote  to 
the  kind  of  lapses  seen  in  recent 
corporate  scandals.  "In  a  lot  of 
cases  CEOs  were  not  deeply  enough 
involved  in  the  day-to-day  details  of 
the  business,"  says  Reilley,  50. 

Operating  efficiency  is  his  cru- 
sade. After  poaching  Executive  Vice 
President  Stephen  Angel  from  GE 
Industrial  Systems  in  2001,  Praxair 
is  now  on  a  Six  Sigma  quality  push. 
But  Reilley  is  best  known  for  what 
Deutsche  Bank  chemical  analy^; 
David  Begleiter  calls  a  "laserlikc 
focus  on  returns  on  capital."  In 
2002  Praxair,  with  $548  million  in 
net  income,  had  $498  million  in 


capital  expenditures,  a  29%  drop 
from  2000.  Yet  aftertax  return  on 
capital  climbed  7%  between  2000 
and  today.  Reilley  demands  a  return 
on  investment  of  15%  over  the  life  of 
any  project.  Priorities  include  petro- 
chemicals and  electronics  in  China; 
elsewhere,  hydrogen  plants  for  re- 
fineries, electronics  and  health  care. 
Each  dollar  of  revenue  requires  $1 
of  capital  in  industrial  gases  but 
only  60  cents  in  health  care  and 
electronics,  says  Begleiter.  The 
strategy  works.  With  a  total  return 
of  14.2%  for  the  last  five  years,  Prax- 
air has  the  top  score  in  our  chemical 
industry  rankings. 

—Chana  R.  Schoenberger 

Chemicals 

5-yr  annualized  total  return  (%) 

Air  Prods  &  Chems  5.9 

Airgas  12.1 

Albemarle  10.2 

Cabot  11.9 

Cytec  Industries  9.4 

Ecolab  12.0 

Engelhard  9.9 

Iml  Flavors  &  Frags  -2.0 

PPG  Industries  1.9 

Praxair  14.2 

Scotts  10.6 

■  t-Atdrich  11.1 

liar  8.8 
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Capital  Goods 

oshkosh  |  Keep  on  Trucking 

SADDAM  MAY  HAVE  BEEN  PRIED  FROM  HIS  HOLE,  BUT  THE  ONGOING 
military  operations  in  Iraq  and  Afghanistan  continue  to  deliver  a 
big  payload  to  $1.9  billion  (sales)  Oshkosh  Truck.  The  U.S.  military's 
need  for  heavy  transport  equipment  and  spare  parts  in  both  nations 
pushed  the  Oshkosh,  Wis. -based  truckmaker's  defense  sales  to  $199 
million  in  2003's  fourth  quarter,  18%  ahead  of  the  year-ago  period. 
Total  net  income  for  the  full  year  rose  27%  to  $76  million  from 
$60  million. 

Oshkosh's  average  five-year  total  return  tops  the  capital  goods 
category  at  37.5%.  Apart  from  its  military  business,  chalk  up  that 
success  to  clinching  a  dominant  market  share  in  most  major  cities  for 
fire  trucks,  garbage  haulers  and  concrete  mixers,  as  well  as  firefight- 
ing  equipment  for  most  major  airports.  Oshkosh  holds  85%  of  the 
U.S.  concrete  mixer  market  and 
is  the  largest  builder  of  fire 
trucks  in  the  world,  with  a  29% 
market  share  in  the  US. 

Sales  of  emergency  vehicles 
softened  3%  in  the  fourth  quar- 
ter. But  Oshkosh  hopes  to 
change  that  with  the  rollout  of  a 
new  fleet  of  Homeland  Security 
disaster- response  vehicles — like 
the  new  $675,000  Mobile  Com- 
mand Post,  made  by  subsidiary 
Pierce.  Popular  Science  magazine 
just  named  the  truck  one  of  the 
top  100  innovations  of  2003. 

— Dirk  Smillie 


Capital  Goods 

5-yr  annualized  total  return  (%) 

Ametek 

18.8 

Briggs  &  Stratton 

9.3 

Carlisle  Cos. 

7.2 

Cooper  Industries 

Danaher 

Donaldson 

5.3 
12.6 
24.5 

Hubbell 

5.6 

Hughes  Supply 

12.0 

Illinois  Tool  Works 

4.9 

Oshkosh  Truck 
Parker  Hannifin 

37.5 
10.6 

Rockwell  Automation 

19.6 

AO  Smith 

10.9 

Teleflex 

2.6 

Data  as  of  Nov.  28.  2003  Sources;  Audit  Integrity;  Forbes,  FT  Inti   .icfive  Data. 
Reuters  Fundamentals  and  Thomson  First  Call  via  FactSct  ftesMi . -t-  Systems. 
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1  i  Q  J  tAI  I  ViSiOn  Vivid,  natural  colors.  Sharp  images  in  perfect  detail.  Dramatically  fluid  motion.  This  is  LCD  TV  from  Samsung. 

\s\6e  the  sleek  and  light  design  beats  the  heart  of  Samsung's  Digital  Natural  Image  engine— DNIe™*— with  advanced  picture 

rtimizers  to  deliver  the  most  dramatic  viewing  experience.  Ever.  This  is  the  future  of  television.  This  is  the  power  of  Samsung  LCD  TV 


■  - 
|reen  ,mage  simulated.  *  Standard  on  most  models.  €  2003  Samsung  Electronics  Co.  Lt< 


www.samsung.com 
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Semiconductors 

xilinx  |  Flexible  Chips 


IN  THE  WORLD  OF  SEMICONDUCTORS  $1.2  BILLION  (SALES)  XILINX  IS 
a  relative  pip-squeak  compared  with  $30  billion  Intel.  But  under  the 
leadership  of  Chief  Executive  Willem  "  Wim"  Roelandts  the  San  Jose, 
Calif. -based  chipmaker  is  surging  ahead. 

It's  the  market  leader  in  the  fast-growing  field  of  programmable 
logic  devices  it  invented  in  the  mid-Eighties  called  field-program- 
mable gate  arrays,  known  as  FPGAs.  Customers  like  Cisco  Systems 
program  these  chips  to  their  specific  needs  and  can 
reprogram  them,  too.  That  allows  design  flexibility 
and  can  save  money.  Xilinx  has  found  new  markets 
for  its  chips,  branching  out  from  the  communica- 
tions field  into  storage,  industrial,  consumer  and 
automotive  areas.  You'll  find  them  in  wireless  base 
stations,  as  well  as  in  the  global  positioning  system 
for  the  BMW  7  Series. 

The  upshot:  Despite  a  tech-slump-driven  loss 
of  $1 13  million  in  fiscal  2002,  Xilinx's  five-year  av- 


We  see  you:  Xilinx's  chip 
power  new  3-D  glasse 


Semiconductors 

5-yr  annualized  total  return  (%) 

Analog  Devices 

35.3 

Intel 

4.3 

KLA-Tencor 

25.9 

Maxim  Integrated  Prods 
Nvidia 

20.3 
35.11 

Texas  Instruments 

8.9 

Xilinx 

22.5 

erage  total  return  is  a 

healthy  22.5%.  On  top 

of  earnings  of  $126  million  in 

fiscal  2003,  Morgan  Stanley  analyst  Mark  Edelstone  predicts  Xilinj 

net  income  of  $227  million  on  revenue  of  $1.3  billion  for  the  yea 
ending  Mar.  31,  2004 — and  faster  growth  in  th> 
future  for  Xilinx  than  for  the  rest  of  the  industry 
When  chip  demand  plummeted  in  2001 
Roelandts  polled  employees  and  found  they'< 
rather  take  a  pay  cut  than  lose  their  jobs.  He  cut  hi 
pay  20%;  directors  took  a  10%  cut;  senior  man 
agement  a  3%  cut;  hourly  workers  were  spared 
Nobody  got  laid  off.  Now  that  things  are  lookinf 
up,  pay  is  back  up.  And  Xilinx  is  hiring  again. 

— Kerry  A.  Dolat 


Technology  Hardware 

HARMAN  INTERNATIONAL 

Driving  Entertainment 


HALF  A  CENTURY  AGO  SIDNEY  HAR- 
man  and  partner  Bernard  Kardon 
helped  start  the  hi-fi  craze  by 
introducing  the  first  electronic 
receiver,  produced  under  the  Har- 
man  Kardon  brand.  In  a  business 


where  technology  and  consumer 
preferences  change  constantly,  it's 
remarkable  that  Washington  De- 
based Hannan  International  has 
managed  to  stay  at  the  front  of  the 
curve.  Cofounder  and  Executive 


Chairman  Harman  predicts  the 
company's  annual  revenue  and 
earnings  growth  will  climb  15%  and 
25%,  respectively,  over  the  next 
few  years.  Last  year  Harman  Inter- 
national had  sales  of  $2.2  billion. 

The  company's  latest  attack 
on  its  competitors:  the  automobile 
as  digital  theater,  with  all  manner 
of  electrical  gizmos  tied  together 
by  a  so-called  digital  optical  bus. 
That  means  controls  for  Harman's 


auto  DVD  players,  Internet  access 
GPS  navigation  system  and  audic 
equipment,  as  well  as  those  made 
by  other  manufacturers,  are  man 
aged  by  one  compact  box.  In  Jul' 
Harman  acquired  a  small  speech 
recognition  outfit  that  will  hel| 
the  company  make  all  of  its  sys 
terns,  including  climate  contro 
and  diagnostics,  operate  by  voici 
command.  —Erika  Browi 

Technology  Hardware 
&  Equipment 

5-yr  annualized  total  return  (%) 


Amer  Power  Conversion 

0.1 

Anixter  Intl 

8.0 

Benchmark  Electronics 

17.8 

Canon 

16.4 

Cisco  Systems 

2.6 

Dell 

1.6 

EMC 

-5.6 

Harman  International 

45.2 

Hewlett-Packard 

-1.3 

IBM 

1.9 

Jabil  Circuit 

13.6 

Molex 

2.1 

Pioneer 

9.1 

Qualcomm 

45.5 

Scientific-Atlanta 

25.2 

Storage  Technology 


Data  as  of  Nov.  28.  2003    less  than  period  Indicated.  Sources.  Audit  Integrity:  Forbes.  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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WE  USED  TO  DO 


EVERYTHING 
EXCEPT  PAYROLL 


■^b 


NOW,  WE  JUST  DO 
EVERYTHING. 


Hewitt  is  now  the  only  company  that  can  offer  outsourcing  for  all  HR  services,  backed  by  over  60 
years  of  human  capital  management  expertise.  Combine  that  with  Hewitt's  industry-leading  process 
and  technology,  and  you  can  understand  why  more  than  half  of  all  FORTUNE'S®®*  companies  rely  on 
Hewitt.  So  when  it  comes  to  maximizing  your  organization's  talent  investment,  there's  one  company 
vou  can  count  on  for,  well,  everything.  For  more  information,  visit  our  "Web  site  at  www.hewitt.com. 


Hewitt 


IR  &  Benefits  Outsourcing  ■  Payroll  B  Retirement  &  Financial  Management  ■  Health  Care  ■  Talent  &  Organizational  Change 


©  2004  Hewitt  Associates  LLC.  Fortune  500  is  a  registered  trademark  of  the  Fortune  Magazine  division  of  Time  Inc. 
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/A  guide  to  the  on  demand  world:  Customer  centricity 
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Who's  your  Lois?  The  one  who  buys  college  funds?  The  tofu  lover?  The  avl 
gardener?  All  of  the  above?  It's  not  a  trivial  question.  Get  it  right  and  you 
guarantee  yourself  a  customer  for  life.  Do  it  consistently  and  she'll  bring  frien 


It's  the  jackpot.  A  single,  unified  view  of  each  and  every  one  of  your  custome 
whether  they're  end  consumers  or  businesses.  And  IBM  can  help  you  get 
there.  Because  the  key  to  avoiding  customer  mix-ups,  delays  and  redunda 
requests  for  information  is  integration.  And  we  know  integration. 

With  48  tailored  solutions  spanning  11  industries,  IBM  Business  and  Information  Integration  Solut 
can  help  you  unearth  and  evaluate  every  scrap  of  customer  data  you  own.  Not  by  building  a  r 
system  from  scratch.  But  by  getting  more  from  what  you  already  have  -  multiple  formats  an 
platforms  notwithstanding.  Today,  over  85%  of  company  data  resides  in  unstructured  formats 
voice  mail,  word  processing  documents,  even  e-mails.  We  help  transform  it  all  into  real  custor 
insight.  Which  means  more  cross-selling,  up-selling  and  price  optimization.  More  happy  Lois 


Multiple  channels  mean  multiple  opportunities  to 
attract  new  customers.  And  multiple  opportunities  to  lose  them.  According  to  Acxiom,  48%  of  h 
companies  are  unable  to  recognize  key  customers  at  every  contact  point.  Even  worse,  less    J* 
than  10%  use  the  data  they  gather  daily  (like  account  activity  or  frequent  price  queries)  to  spot 
potential  customer  discontent.  You  already  have  all  the  data  you  need  to  avoid  mistakes.  Use  it 


ong  corporations  weep 


CD 

consumer  portrait 

Dahlia  cultivator 
Diet  iced-tea  drinker 
4-door  car  driver 
Sunbelt  visitor 
Vacation  condo  owner 
Mutual  fund  investor 
Grandchild  spoiler 
Gleeful  senior-discount  user 


It's  an  on  demand  world.  Here  it's  not  about  how  much 
lology  you  buy,  it's  about  how  well  that  technology  brings  your  people, 
>sses  and  information  together.  With  industry-specific  expertise,  years  of 
ience  and  proven  solutions,  IBM  and  its  partners  know  more  about  that 
anyone.  On  demand  business.  Get  there  with 


ibm.com/ondemand 


MUHlDMidl 


Companies  in  America 


No  cash  needed: 

cruising  the 

streets  made  E-Z. 


Software  &  Services 

AFFILIATED  COMPUTER 

On  the  Cheap 

BUDGET  CUTS  HAVEN'T  HURT  AFFILIATED  COMPUTER  SERVICES, 
the  Dallas-based  business  process  outsourcer.  Affiliated's 
mix  of  software  and  40,000  laborers  promises  to  reduce  the 
costs  of  doing  routine,  easily  automated  functions  like  payroll 
and  payment  processing  by  up  to  75%— a  winning  pitch  in 
bad  times  or  good.  Over  the  past  five  years  Affiliated's  sales 
gains  have  averaged  25%  a  year,  and  earnings-per-share 
gains,  30%. 

"It's  not  rocket  science.  Companies  always  want  to  save 
money,"  says  Chief  Executive  Jeffrey  Rich.  General  Motors 
and  General  Electric  are  longtime  customers.  Half  of  Affili- 
ated's revenues  come  from  state  and  local  governments  in 
areas  such  as  Medicaid  and  child-support  payments  and  the 
E-ZPass  toll  systems. 

Affiliated's  own  costs  are  kept  in  check  by  hiring  workers 
where  labor  is  cheaper,  like  India,  Mexico  and  China,  and  pay- 
ing them  for  output.  Affiliated's  health  care  administrators  in 
Ghana,  in  western  Africa,  receive  a  minimum  salary  of  $1  per 
hour,  which  can  increase  or  decrease  daily  depending  on  how 
quickly  and  accurately  they  process  claims.  "Errors  are  where 
the  costs  run  up,"  says  Rich.  He  thinks  the  incentives  scheme 
keeps  turnover  low,  too,  at  an  average  of  8%.  Affiliated's  oper- 
ating margins  have 
been  increasing  steadi- 
ly, to  19%  this  year. 

Less  buoyant  is  Af- 
filiated's stock,  which 
is  currently  priced 
where  it  was  a  year  ago 
(five-year  returns  look 
better,  at  21%).  Rich 
takes  the  longer-term 
view.  "I  try  not  to  get 
begged  down  in  the 
yrations.  I  prefer 
is  on  growing  the 
company." 

—Victoria  Murphy 


Data  as  of  Nov.  28.  2003    Sources:  Audit  Integrity:  Forties:  FT  lnter.u  i 
Reuters  Fundamentals  and  Thomson  First  Call  via  FactSot  Research  Sj 
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Software  £ 

5-yrannualu 

rulum  (%) 

Adobe  Systems 
Affiliated  Computer 
DST  Systems 

28.8 

21.0 

6.5 

Electronic  Arts 

32.1 

First  Data 

22.3 

Fiserv 
Intuit 

12.9 
20.0 

Microsoft 

-4.1 

Oracle 

15.0 

SunGard  Data  Systems 

10.9 

Symantec 

45.4 

Construction 

DR  HORTON 


FRENZIED  HOME  BUYING 
has  made  lots  of  real  estate 
stocks  look  good  lately.  But 
few  are  capitalizing  on  the 

good  fortune  better  than 

home  builder  D.R.  Horton,  top  ranked  in  the  construction  category. 
Long  a  regional  Texas  builder,  a  series  of  acquisitions  by 
founder  and  Chairman  Donald  R.  Horton,  including  Shuler 
Homes  in  2002,  has  made  it  one  of  the  largest  home  builders  in 
the  nation,  with  $8.6  billion  in  sales  on  36,000  houses  in  2003.  Al- 
ready it  has  $3.7  billion  in  back  orders  for  2004  and  prime  posi- 
tioning in  markets  like  California,  Nevada  and  Florida — places 
filled  with  the  future  first- time  buyers  who  make  up  40%  of  Hor- 
ton's  customers. 

"What  we're  trying  to  do  is  pull  people  out  of  apartments 
and  put  them  in  their  first  home,"  says  Chief  Executive  Donald 
Tomnitz.  It  helps  that  Horton  eases  the  way  with  a  mortgage- 
financing  arm  that  generates 


loans  for  three-quarters  of 
sales.  And  unlike  competitors 
that  adhere  to  a  cookie-cutter 
floor  plan,  Horton  wins  buy- 
ers by  allowing  everything 
from  windows  to  room  sizes 
to  be  customized. 

Tomnitz  recently  told 
Street  to  expect  annual 
ains  over  the  next  decade  of 
at  least  10%  in  sales  and  15% 
in  earnings  per  share.  Heady 
goals,  but  achievable  even  if 
housing-permit  rates  don't 
grow,  he  insists.  And  what  if 
interest  rates  rise?  That 
would  mean  the  economy 
was  rallying,  putting  more 
workers  in  position  to  be- 
come first-time  buyers. 

— Brendan  Coffey 


Construction 

5-yr  annualized  total  return  (%) 


Beazer  Homes  USA 

34.6 

Centex 

24.4 

Emcor  Group 

20.0 

Granite  Construction 

2.3 

DR  Horton 

33.8 

Hovnanian  Enterprises 

62.0 

Jacobs  Engineering 

19.6 

KB  Home 

22.7 

Lafarge  North  America 

2.6 

Lennar 

35.9 

M/l  Schottenstein  Home 

29.4 

MDC  Holdings 

39.3 

Meritage 

56.3 

NVR 

65.8 

Pulte  Homes 

31.0 

Ryland  Group 

47.6 

Standard  Pacific 

39.5 

Technical  Glympic  USA 

26.4 

Toll  Brothers 

27.8 

URS 

2.5 

Watsco 

5.6 
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t's  no  fairy  tale. 

A  simple  flexible 
dental  plan 

really  does  exist. 


Hnr 
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The  Tooth  Fairy 
ADA  member  since  1859 


Believe  it.  With  Oirect  Reimbursement  (DR '•'),  you  really  can  design  a  dental  plan  to  fit  your 
company's  specific  needs.  Thai's  be<  decide  what  your  company  contributes  and  what 

your  employees  contribute.  You'll  also  love  how  magically  simple  OR  is  to  administer,  whether 
on  your  own  or  through  a  third-party  administrator.  Even  better,  your  employees  will  appreciate 
the  fact  that  they  can  visit  any  dentist  Now  that's  a  happy  ending. 


Companies  in  America 


Utilities 

mdu  I  The  Vertical  Megawatt 


MDU  RESOURCES,  A  UTILITY  THAT  SUPPLIES  300,000  CUSTOMERS,  PRIMARILY  IN 
Montana  and  the  Dakotas,  is  built  around  the  concept  of  the  vertical 
megawatt.  The  company  has  subsidiaries  that  remove  natural  gas  from  the 
ground;  distribute  it  through  pipelines;  and  build,  supply  and  manage  the 
construction  of  plants  that  use  it  to  produce  electricity. 

The  Bis,marck,  N.D. -based  company  also  has  a  construction  unit  that 
supplies  30%  of  its  revenues.  In  2003  it  worked  on  a  $180  million  project  to 
extend  the  harbor  in  Long  Beach,  Calif.  According  to  D.A.  Davidson  analyst 

James  Bellessa,  MDU  should  rack  up 


Utilities 

5-yr  annualized  total  return  (%) 

Atmos  Energy                         0.6 

Cinergy 

6.7 

Constellation  Energy 

8.0 

Dominion  Resources 

Energy  East 

Entergy 

Equitable  Resources 

Exelon 

10.1 
1.1 
16.0 
28.0 
11.8 

FPL  Group 

4.7 

Great  Plains  Energy 
Kinder  Morgan 

8.2 
15.0 

MDU  Resources 

10.6 

National  Fuel  Gas 

3.8 

New  Jersey  Resources 

12.8 

NStar 

8.1 

Questar 
Sempra  Energy 

14.9 
7.3 

Southern  Co. 

15.5 

UGI 

20.9 

Wisconsin  Energy 

5.7 

Consumer 
Durables 

AMERICAN  AXLE 

Drivetrain  Dynamism  I 


FORMER  CHRYSLER  MANUFACTURING  CHIEF 
Richard  E.  Dauch  took  General  Motors'  ne- 
glected, unprofitable  axle  business  off  the 
automaker's  hands  in  1994  for  $300  million. 
Today  the  market  values  the  company  he 
created,  American  Axle  &  Manufacturing,  at 
$2  billion.  That's  what  comes  with  steady 
profits:  American  Axle  ranks  first  among 
consumer  durables  companies  in  earnings- 
per-share  growth — 45% — over  the  past 
five  years. 

Dauch  whipped  the  aged  factories  into 
shape,  improving  quality  from  13,441  de- 
fects per  million  parts  to  only  4.  He  invested 
heavily  in  research  and  development,  build- 
ing an  R&D  center  in  1995  that  has  since 
doubled  in  size  after  two  expansions,  the  lat- 
est completed  in  2003.  The  dividends:  high- 
tech,  higher-margin  parts  like  electronic  dif- 
ferentials for  all-wheel-drive  vehicles. 

"We've  become  a  quality  producer  of 
high-technology  goods,"  Dauch  says.  "We 
are  not  a  normal  supplier." 

Much  of  American  Axle's  success  is  still 
tied  to  General  Motors,  and  especially  to  the 
company's  trucks.  GM  builds  1.7  million 
full-size  trucks  and  SUVs  annually  on  the 
same  basic  underbody.  Much  of  what  the 
underbody  comprises  is  supplied  by  Amer- 
ican Axle.  But  the  company  is  working  to  di- 
versify. GM  business  represents  82%  of 
American  Axle's  sales,  down  from  93%  five 
years  ago.  Non-GM  sales  grew  49%  in  the 
first  nine  months  of  2003. 

— Jonathan  Fahey 


profits  of  $185  million  in  2003  on 
$2.3  billion  in  revenue-40%  and  15% 
increases,  respectively,  over  2002's. 

Martin  White,  62,  is  MDU's  disci- 
plined chief  executive  and  a  12-year 
veteran  of  the  company.  White  lob- 
bied to  exempt  MDU  from  its  home 
state's  deregulation  law,  a  decision 
that  looked  conservative  in  the  late 
1990s  but  now  proves  prescient. 
A  competitor  who  lobbied 
for  deregulation  is  now 
bankrupt. 

In  2004  gas  prices 
could  dip  and  hurt  MDU's 
earnings.  Offsetting  that 
should  be  three  state  rate 
hikes  and  a  federal  energy 
bill   designed   to   rebuild   the 
nation's  electric  grid.  MDU  is  also 
looking  at  the  assets  of  bankrupt  util- 
ity Northwestern  Energy,  a  deal  that 
could  double  its  customer  base. 

—Rob  Wherry 


Data  as  of  Nov.  88,  2003.  less  than  period  Indicated.  Sources.  Audit  Infe^riry.  Forbes.  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Consumer  Durables 

5-yr  annualized  total  return  (S) 

American  Axle  &.  Mfg  19.81 

Applied  Industrial  14.3 


ArvinMeritor 

-0.6 

Autohv 

0.0 

BorgWarner 

10.5 

Brunswick 

8.7 

Eaton 

14.0 

Electrolux  Group 

7.9 

Genuine  Parts 
Harley-Davidson 
HON  Industries 

2.8 
183 
13.4 

Honda  Motor 

20 

Johnson  Controls 

Lear 

Mohawk  Industries 

Monaco  Coach 

15.6 
9.7 

149 
194 

Nissan  Motor 

29.9 

Paccar 

255 

Polaris  Industries 

217 

Snap-on 

0.9 

Thor  Industries 

39.2 

Toro 

33.8 

Toyota  Motor 

32 

Axle  of  even: 

American 

Axle's 

SmartBar 

makes  for 

a  smoother 

ride. 


Oil  &  Gas  Operations 

apache  I  Simply  Gushing 


"WE'VE  NEyER  BEEN  INTERESTED  IN  QUICK  HITS 
on  the  quarterly  side,"  says  Raymond  Plank, 
Apache  Corp.'s  famously  frank  founder  and 
chairman.  "That's  where  you  fall  on  your  can." 
Maybe  he's  just  knocking 
wood:  Last  year  the  Hous- 
ton-based exploration  and 
production  company  was  on 
track  to  net  $1  billion  on  rev- 
enues of  $4  billion,  up  84% 
and  56%,  respectively,  over 
the  previous  year. 

Apache  created  the 
windfall  by  continuing  to 
work  over  Gulf  of  Mexico 
fields  without  pouring 
money  into  expensive  deep- 
water  technology,  and  by 
aggressively  boosting  pro- 
duction in  Australia  and 
Egypt.  A  decade  in  the  Mid- 
dle East  taught  Plank  and  G. 
Steven  Farris,  his  chief 
executive,  that  they  needed 
not  only  access  to  the  fields 
but  also  control  of  opera- 


Oil  &  Gas  Operations 

5-yr  annualized  total  return  (%) 

Anadarko  Petroleum 

8.8 

Apache 

28.7 

Burlington  Resources 

7.5 

ChevronTexaco 

0.7 

ConocoPhillips 
EOG  Resources 

8.0 
21.4 

ExxonMobil 

1.8 

FMC  Technologies 

-1.41 

Marathon  Oil 
Murphy  Oil 
Nabors  Industries 

3.3 
26.2 
21.0 

Noble  Energy 

8.6 

Royal  Dutch  Petroleum 

0.7 

Sunoco 
Valero  Energy 
Western  Gas  Resources 

11.2 
16.5 
38.3 

World  Fuel  Services 

21.4 

tions  (over  half  its  production  is  outside  the 
U.S.).  Apache's  benchmark  is  a  12%  aftertax 
return  on  every  well.  In  Egypt  the  company's 
state-owned  partner  Repsol  was  not  operating 
the  Western  Desert's  Khalda 
concession  aggressively 
enough.  Since  Plank  &  Co. 
took  over  in  2001,  produc- 
tion is  up  39%.  The  com- 
pany bought  $1.5  billion 
worth  of  juicy  prospects  in 
the  North  Sea  and  the  Gulf 
of  Mexico  from  BP  and 
Royal  Dutch/Shell  in  2003, 
upping  its  reserves  to 
1.5  billion  barrels  of  oil 
equivalent. 

The  expansion  hasn't 
crumpled  the  balance  sheet. 
Apache's  debt-to-capital 
ratio  is  a  rock-bottom 
28.5%.  Nor  has  it  hurt  the 
stock:  In  the  last  12  months 
the  company's  share  price 
rose  39%  to  $78. 

—Lynn  J.  Cook 
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Media 


McGraw-Hill  I  Good  Timing 


Media 


5-yr  annualized  total  return  (%) 

Belo 

10.0 

Gannett 

7.5 

McClatchy 

16.0 

McGraw-Hill  Cos. 

10.4 

Meredith 

5.4 

New  York  Times 

8.7 

Omnicom  Group 

8.7 

Scholastic 

6.6 

EW  Scripps 

13.3 

Tribune 

9.8 

Univision  Comm 

20.2 

Viacom 

2.9 

Washington  Post 

9.4 

WHEN  HAROLD  (TERRY)  MCGRAW  III 
took  over  the  media  giant  that  his 
great-grandfather  cofounded  116 
years  ago,  he  could  have  easily  left 
well  enough  alone.  In  1990  the 
McGraw-Hill  Cos.,  known  for  such 
magazines  as  BusinessWeek  and 
Aviation  Week,  received  about  half 
of  its  $1.9  billion  in  revenue  from 
publications.  But  since  becoming 
president  in  1993  and  chief  execu- 
tive five  years  later,  McGraw,  55, 
has  transformed  the  company  into 
three  separate  units  and  made  it 
far  less  vulnerable  to  the  ups  and 
downs  of  the  advertising  market. 

Today  only  17%  of  the  com- 
pany's $4.8  billion  in  revenue 
comes  from  the  ad-based  informa- 
tion and  media  unit.  Meanwhile, 
the  company  has  bolstered  its 


education  and  testing  services, 
with  that  business  quadrupling  its 
revenue  since  1990  and  now 
accounting  for  49%  of  the  total. 
McGraw-Hill's  Standard  &  Poor's 
operation,  which  does  research  on 
stocks  (sold  to  investment  man- 
agers) and  on  bonds  (paid  for 
mainly  by  the  bond  issuers),  has 
tripled  in  size  over  the  last  decade, 
now  representing  34%  of  sales. 

McGraw's  changes  have  en- 
abled the  company  to  flourish 
while  ad-supported  businesses 
have  struggled.  In  the  past  five 
years  McGraw  has  delivered  a 
10.4%  total  annual  return  to  his 
shareholders;  during  the  same 
period  the  S&P  media  index,  which 
includes  McGraw-Hill,  has  done 
only  1%  a  year.  — Sretf  Pulley 


McGraw-Hill's 
Terry  McGraw, 


Hotels,  Restaurants  &  Leisure 

INTERNATIONAL  GAME  TECHNOLOGY  |  Feeling  LlICk} 


ANYONE  WHO  HAS  DROPPED  A  QUARTER  INTO  A  SLOT  MACHINE  HAS  LIKELY  PLT. 
a  few  pennies  into  the  coffers  of  International  Game  Technology.  IGT  sells  thf 
machines  to  casinos,  at  $10,000  or  more  a  pop,  or  leases  them  and  shares  the  prof 
its.  Both  are  good  rackets,  routinely  generating  gross  profits  of  50% — and  mak 
ing  it  easy  for  the  Reno,  Nev.-based  company  to  earn  a  reputation  as  a  compla 
cent  giant  with  70%  market  share. 

But  two  years  ago  IGT  stirred  and  made  a  big  bet  of  its  own  with  a  $1.3  bil 
lion  purchase  of  Anchor  Gaming,  a  former  joint  venture  partner.  Since  thei 
IGT's  revenues  have  climbed  77%  to  $2.1  billion,  while  earnings  increased  82°/ 
to  $390  million.  The  deal  also  bought  IGT  a 
new  chief  executive,  former  Anchor  boss 
Thomas  (TJ)  Matthews,  who  took  over  the 
top  spot  in  October. 

The  38-year-old  Las  Vegas  native  is  under 
pressure  to  keep  generating  more  demand 
from  his  customers,  who  are  currendy  clam- 
oring for  new  machines  that  use  credit-card- 
like  tickets  instead  of  coins.  About  a  tiiird  of 
the  country's  700,000  machines  have  already 
been  upgraded  to  cashless  models,  but 
Matthews  is  still  looking  for  new  venues,  like 
Indian  casinos  in  Oklahoma,  Florida  and  Cal- 
ifornia. Jefferies  &  Co.  analyst  Maria  Rickert 
figures  those  three  states  alone  could  add 
60,000  machines  to  die  market.  — Peter  Kafka 


Hotels,  Restaurants 
&  Leisure 

5-yr  annualized  total  return  (%) 


Bob  Evans  Farms 

6.5 

Brinker  International 

14.2 

Carnival  Corp. 

1.5 

CBRL  Group 

11.8 

Darden  Restaurants 

14.4 

Harrah's  Entertain 

24.5 

Intl  Game  Technology 

43.0 

Mandalay  Resort  Group 

29.1 

Marriott  Intl 

9.9 

MGM  Mirage 

23.3 

Outback  Steakhouse 

13.6 

Royal  Caribbean 

2.2 

Starbucks 

22.4 

Wendy's  International 

14.6 

Data  as  of  Nov.  28.  2003.  Sources:  Audit  Intcr.i 
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rT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Companies  in  America 


Food 
Markets 

SYSCO  CORP. 

Fast  Food 


HAMBURGER  PATTIES  DON'T  DE- 
liver  themselves.  That  job  falls  to 
outfits  like  Houston-based  Sysco, 
the  biggest  food  service  distribu- 
tor in  North  America.  Sysco 
stocks  the  kitchens  of  420,000 
customers,  a  roster  that  includes 
everything  from  small-town  din- 
ers to  3,000  Wendy's  restaurants 
and  the  Hilton  chain  of  hotels,  as 
well  as  hospitals,  colleges  <ind  uni- 
versities. Last  ye  mpany 
earned  $778  million  en  $26  bil- 
lion in  sales.  Its  five- 
return  on  capital — 19.1%-  is  the 
best  in  the  sector. 

One  reason:  keeping  di 
bution  costs  under  control. 
ing  a  page  from  the  Wal 
playbook,  Sysco  is  over  hi 
its  supply  chain  and  as  part  of 
that  will  soon  open  a  megai 
house  in  Front  Royal,  Va.  that 
will  take  deliveries  from  food 
manufacturers.  From  there  a 
fleet  of  trucks  will  deliver  to  14 
Northeast  regional  Sysco  oper 


ating  companies,  which  in  turn 
directly  service  customers.  Sysco 
claims  the  new  setup  will  enable 
it  to  receive,  say,  spaghetti,  from 
manufacturers  only  one  or  two 
days  after  an  order  is  placed  by 
an  operating  company,  rather 
than  the  current  two  weeks.  So 
far  Sysco  has  spent  $113  million 
on  the  overhaul. 

Over  the  past  four  years 
Sysco  has  paid  $666  million  and 
25  million  shares  for  20  compa- 
nies or  divisions  of  companies. 
Chairman  and  Chief  Executive 
Richard  Schnieders  says  he 
wants  to  double  sales  to  $50  bil- 
lion within  five  years.  It's  ambi- 
tious but  entirely  possible:  With 
only  a  13%  market  share  in  a 
highly  fragmented  industry, 
Sysco  has  a  lot  left  to  capture. 
— Emily  Lambert 

Food  Markets 

.   annualized  total  return  (%) 


Casey's  General  Store 

4.9 

Kroger 

-7.0 

Pe.-forma.'.cnFood 

26.5 

Ruddi 

-0.2 

Siipcrvalu 
Sysco 

1.6 
22.3 

United  Natural  Foods 

9.8 

Whole  Foods  Market 

22.0 

Diversified  Financials; 

LEGG  MASON  |  A  Legg  Up 

LEGG  MASON  BEGAN  AS  A  BROKERAGE  HOUSE-THE  LEGG  DIVISION 
started  selling  stocks  in  1899— but  founder  and  Chief  Exec- 
utive Raymond  (Chip)  Mason  knew  as  early  as  1985  that  he 
couldn't  live  with  the  feast-or-famine  revenues  delivered  by 
stock  speculators.  So  he  set  out  to  turn  Legg  into  a  money 
management  firm.  Over  the  last  two  decades  brokerage 
commissions  have  fallen  from  70%  to  30%  of  revenues,  and 
over  the  last  six  years  Legg  Mason  has  seen  its  assets  under 
management  increase  from  $71  billion  to  $237  billion  while 
acquiring  venerable 
fund  families,  like 
the  Brandywine  Asset 
Management  in  1998. 
In  2001  Legg 
Mason  borrowed 
$670  million  to  buy 
wealth-management 
firms  Royce  and  PCM. 
Moody's  gives  the 
debt  its  third-highest 
rating. 

The  steady  fees 
generated  by  Legg's 
money  management 
operations  have  al- 
lowed the  firm  to  produce  an  average  12.7%  return  on  capi- 
tal over  the  last  five  years— the  highest  among  its  peers.  De- 
spite the  recent  bear  market,  revenues  are  up  an  average 
13%  since  1998.  That's  be- 
cause 68%  of  Legg  Mason's 
$237  billion  under  manage- 
ment comes  from  dependable 
institutional  accounts  that 
are  less  likely  to  flee  the  mar- 
ket in  bad  times. 

One  point  of  concern: 
Chip  Mason  is  67,  and  no 
succession  plan  has  been 
announced,  though  he 
promises  one  within  the  nexl 
year.  Also,  along  with  many 
peers  in  the  fund  industry, 
Legg  Mason  has  had  docu- 
ments and  records  subpoe- 
naed by  New  York  Attorney 
General  Eliot  Spitzer.  So  far  it 
looks  only  as  if  a  rogue  trader 
gamed  a  Legg  Mason  fund. 
But  the  final  story  hasn'1 
been  told. 

—Michael  Maiellc 


Diversified  Financials 

5-yr  annualized  total  return  (%) 

American  Express                  6.6  1 

Bear  Stearns  Cos. 

14.0  1 

Capital  One  Financial 

10.2 

Countrywide  Financial 
E-Trade  Financial 

17.2 
8.2 

Goldman  Sachs  Group 

7.71 

Legg  Mason 

Lehman  Bros  Holdings 

22.7 
22.9 

MBNA 

11.7 

Morgan  Stanley 

9.8  1 

SLM 

21.5 

Data  as  of  Nov  28.  2003    'Less  than  period  Indict,  kudtt  integrity:  Forbes.  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSer  Research  Systems. 
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Mike  Kunce,  CEO.  Armstrong  Garden  Centers 


The  bank  of  Mike 


has  banking  roots  that  go  back  to  1864 


helps  Armstrong  thrive  in  a  competitive  landscape 


offers  international  trade  expertise  to  make  imports  bloom 


provides  retirement  plans  so  Mike  can  nurture  his  employees 


loves  to  help  businesses  grow. 


Invest  in  you 


Union 

Bank  of 
California 


Commercial  Banking 

Northern  Californi.  Riley,  SVP,  (415)  705-7170 

Central  Valley  -  Scott  A.  H  i\     (91b)  321-6702 

Greater  Los  Angeles  -  Bit.:  Ardalan,  SVP,  (818)  595-2021 

Metro  Los  Angeles  SVP,  (213)  236  4275 

Orange  County/San  Diecc  Mary  ALUs  Curran,  SVP,  (619)  230-3374 

Small  Business  Services  - 1-366-876-7065 


©2003  Union  Bonk  of  California,  N.A.  Member  FDIC 
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Companies  in  America 


Drugs  &  Biotech 

forest  labs  I  Less  Is  More 


BIGGER  ISN'T  ALWAYS  BETTER.  GIANT  PHARMACEUTICAL  COMPANIES  HAVE  SEEN  THEIR 
stocks  pummeled  in  the  past  few  years:  Eli  Lilly  has  suffered  mightily  since  its  patent 
for  Prozac  expired  in  August  2001;  Merck's  pipeline  has  dried  up.  Copycat  drug  man- 
ufacturers are  battering  Schering-Plough. 

The  smaller  players  in  this  sector  are  faring  much  better.  A  standout  is  $2.2  billion 
(sales)  Forest  Laboratories.  Through  a  combination  of  savvy  acquisitions  and  licens- 
ing agreements,  the  New  York  City-based  company  has  a  top-ranked  five-year  average 
earnings-per-share  growth  of  69.2%  and  an  average  five-year  total  return  (average 
annualized  compounded  return  including  dividends)  of  36.6%,  the  best  on  our  list. 
Forest  Labs'  biggest  sellers  are  the  antidepressants  Celexa  and  Lexapro.  Together 

the  drugs  account  for  25%  of  the  $8.5  billion  SSRI 
(selective  serotonin  reuptake  inhibitors)  market 
and  77%  of  Forest's  net  sales.  Other  products  in- 
clude Aerobid,  an  inhaled  steroid  for  asthmatics, 
and  Tiazac  for  angina  and  hypertension. 
But  as  any  pharmaceutical  executive 
knows,  you're  only  as  good  as  your  next 
pill.  This  month  the  company  intro- 
duced a  potential  blockbuster: 
Namenda,  the  only  drug  currently  ap- 
proved for  the  treatment  of  moder- 
ate-to-severe Alzheimer's.  According 
to  investment  firm  SG  Cowen, 
Namenda  is  expected  to  generate  $260  million  in  sales  by  fiscal  2005.  For- 

o  has  three  drugs  in  midstage  clinical  trials:  acamprosate 
foi  alcoholism,  memantine  for  neuropathic  pain  and  an 
oxycodoiic/ibuprofen  combination  for  pain  management. 

— Mary  Ellen  Egan 


Drugs  & 
Biotechnology 

5-yr  annualized  Total  return  (%) 

Allergan 

20.7 

Amgen 

24.6 

Chiron 

18.0 

Fdrest  Labs 

36.6 

IVAX 

32.2 

Johnson  &  Johnson 

5.1 

Mylan  Labs 

11.3 

Priority  Healthcare 

12.1 

Watson  Pharma 

-2.8 

Celexa^ 
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Food,  Drink  &  Tobacco 


JM  SMUCKER I 

AMERICANS.  ON  AVERAGE,  c.' 
peanut  butter  and  jelly 
wiches  by  the  time  they  gradual 
high  school.  President  Bi. 
loves  them. 

So  does  J.M.  Smuckl  > 
107-year-old  company  that  con- 
trols 42%  of  the  U.S.  fruit-spread 
market.  And  since  Smuct  ter  added 
the  dominant  Jif  brand  to  its 
peanut  butter  lineup  in  2002, 
there's  a  very  good  chance  the 
Orrville,  Ohio  company's  spreads 


id  up  on  a  slice  of  your  bread 

lear  future. 

The  Jif  deal  is  also  making 

bread  for  Smucker  brothers 

iy  and  Richard,  who  jointly 

■illion  (sales)  company 

great-grandfather. 

lion  tax-free  purchase 

gamble,  which  also 

:i    cooking  oils  and 

helped  them  double 

lie  profits— in  the 


first  yc  .r  following  the  merger. 

DataasofNov.  28.  2003    'Loss  than  period  mcli    :,  ■■1-itegrnv. Forbes,  FT  Interactive 
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Operating  margins  have  grown 
from  12%  just  before  the  merger  to 
16%,  even  though  the  company  has 
increased  spending  for  marketing 
and  advertising. 

Given  how  easy  it  has  been  for 
the  Smuckers  to  digest  the  Jif  and 
Crisco  deal,  look  for  them  to  eat  up 
other  brands.  The  company  has 
only  $135  million  of  long-term  debt 
and  by  April  should  have  $200  mil- 
lion in  cash.  Richard  Smucker  says 
his  firm  could  spend  $1  billion  on 
another  acquisition,  preferably  a 
brand  from  the  "center  of  the 
store"— where  nonperishable  and 
frozen  groceries  are  stocked. 

—  William  Heuslein 

Data,  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 


Food,  Drink  & 
Tobacco 

5-yr  annualized  total  return  (%) 

Anheuser-Busch  Cos.           13.3 
Cadbury  Schweppes              -0.6 

Coca-Cola 

-6.9 

Constellation  Brands 

22.9 

Corn  Products  Intl 

6.0 

Dean  Foods 
Fresh  Del  Monte 

15.0 
4.4 

General  Mills 
Hershey  Foods 

6.5 
4.5 

Hormel  Foods 
Kellogg 

13.4 
3.2 

Lancaster  Colony 

10.5 

McCormick  &  Co. 

13.7 

PepsiCo 

5.7 

JM  Smucker 

16.0 

Tyson  Foods 

-8.1 

Wm  Wrigley  Jr 

6.1 

Health  Care 

varian  j  The  Stealth 
Health  Company 


Health  Care 
Equipment  &  Services 


WHILE  DRUG  COMPANIES  ARE  BUSY  TRYING  TO  FIND  A 
magic  bullet  for  cancer,  Palo  Alto,  Calif.-based  Var- 
ian Medical  Systems  topped  $1  billion  in  sales  last 
year  quietly  selling  something  close  to  it:  radiation 
therapy  equipment.  The  technique  is  called  intensity 
modulated  radiation  therapy  (IMRT)  and  takes  pre- 
cise aim  at  tumors  while  sparing  healthy  tissue. 
"We're  the  stealth  health  company,"  says  Richard 
Levy,  Varian's  65-year-old  chairman. 

Since  hitting  the  market  in  2000  Varian's  IMRT 
system  has  become  the  industry's  biggest  seller, 
ahead  of  Siemens',  Elekta's  and  Nomos'  versions. 
The  company  has  its  systems  in  472  oncology  clin- 
ics and  expects  to  be  in  1,000  worldwide  this  year— 
17%  of  all  clinics.  It  has  56%  of  the  world's  oncology 
radiation  market.  "We  live  and  die  by  radiation  ther- 
apy," says  Levy. 

Having  started  out  as  a  salesman  at  Varian  in 
1968,  Levy  personally  knows  quite  a  few  of  his  2,800 
customers— many  of  whom  are  leading  radiation  on- 
cologists. So  he  has  always  sought  to  involve  them 
when  developing  a  product. 

For  instance,  Zvi  Fuks  of  Memorial  Sloan- 
Kettering  Cancer  Center,  expressed  the  need  for 
doctors  to  take  images  of  tumors  on  the  same 
machine.  The  Trilogy,  which  Varian  plans  to  intro- 
duce in  April,  is  the  result. 

—Zina  Moukheiber 


5-yr  annualized  total  return  (%) 

Accredo  Health                   44.6 1 

AdvancePCS 
Amerigroup 

48.0 
43.2  * 

AmerisourceBergen 
Anthem 

14.3 
31.2  * 

Biomet 

16.6 

Boston  Scientific 
Cardinal  Health 

22.8 
5.8 

Caremark  Rx 

43.5 

Community  Health  Sys 

21.71 

Coventry  Health  Care 

47.5 
20.5 

Dentsply  Intl 

Express  Scripts 
Guidant 

18.4 
5.6 

Health  Management 
Henry  Schein 

3.5 
13.5 

Laboratory  Corp.  Amer 

58.6 

McKesson 

-16.5 

Medtronic 

5.7 

Pall 

Patterson  Dental 

4.4 
26.1 

Quest  Diagnostics 
St  Jude  Medical 

52.1 
34.0 

Select  Medical 
Stryker 

61.0 l 
31.0 

UnitedHealth  Group 
Universal  Health 

35.9 
15.0 

Varian  Medical  Systems 

50.0 

WellPoint  Health 
Zimmer  Holdings 

17.9 
40.2  1 

TIMBERLA 

Good  01'  Work  Boots 


WINTRY  WEATHER  ISN'T  THE  ONLY  THING  KEEPING 
$1.3  billion  Timberland  in  business  these  days. 
The  company's  rugged-footwear  image 
appeals  to  suburban  mo.r  er-city 
teens  alike— meanii  Hmberland  has  a 
broader  customer  bas.o  nan  competitors  like 
Merrell  and  Lugz.  That  strength  has  trans- 
lated into  some  impressive  numbers.  Timber- 
land  ranks  number  01 Is  category  for 

five-year  average  total  re  urn  (379%)  and 


S!31(§y©(2l  Companies  in  America 

Insurance 

fidelity  national  I  One-Stop  Shopping 

FIDELITY  NATIONAL  CHIEF  EXECUTIVE  WILLIAM  P.  FOLEY 
II  knows  that  low  interest  rates  and  the  mortgage  refi- 
nancing boom  won't  last  forever.  So  over  the  last  three 
years  he's  spent  $2  billion,  mostly  in  cash,  on  acquisitions 
to  keep  his  Jacksonville,  Fla.-based  title  insurance  and  real 
estate  services  firm 
humming. 

Two      examples:  5-yr  annualized  total  return  (%) 

the  mortgage-servic-        Af lac  l  A  i 

ing  platform  technol- 
ogy that   processes 
46%     of     all     the 
monthly  payment  statements  issued  by  lenders;  and  three 
of  the  four  national  multiple  listing  services  (MLS),  the 
software  real  estate  agents  use  to  compare  house  and 
apartment  sales  listings  by  neighborhood. 

New  cross-selling  opportunities  have  emerged. 
When  the  400,000  real  estate  agents  across  the 
country  use  its  MLS,  Fidelity  National  also  offers 
them  tide  insurance,  flood  certifications  and  ap- 
praisal services.  To  the  lenders  that  use  its  mort- 
gage-payment processing,  it  offers  pricing  deals 
for  deposit  systems  or  Internet  banking  technol- 
ogy. "Customers  want  to  deal  with  a  single 
source,"  says  Foley. 

Four  years  ago  Fidelity  National  was 

mosdy  in  title  insurance.  Now  28%  of  its 

expected  $7.5  billion  in  2003  revenues 

comes  from  other  businesses.  Foley's  goal: 

50%  by  2006.  — Carrie  Coolidge 


five-year  average  return  on  capital  (26%). 

Rather  than  buying  or  licensing  other 
names  to  market  under  its  umbrella,  Stratham, 
N.H. -based  Timberland  has  been  expanding  the 
core  brand  name  by  adding  new  lines  like 
Timberland  Pro,  for  construction  workers,  and 
expanding  its  retail  presence  in  Asia  and 
Europe;  international  business  grew  22%  in  the 
third  quarter  and  now  makes  up  40%  of  sales. 

The  company's  original  boots  have  a  higher 
operating  margin  than  the  companywide  13%. 
Not  bad  considering  boots  are  also  Timber- 
land's  bestselling  product,  composing  an  esti- 
mated 35%  of  sales.  "A  lot  of  people  try  to  come 
up  with  a  similar  boot,"  says  Lee  Backus,  an  an- 
alyst at  Buckingham  Research  Group. 
"Timberland  outsells  all  the  knockoffs,  even 
though  the  knockoffs  may  be  cheaper,  just  be- 
cause of  the  brand's  strength."    —Allison  Fass 


AmerUs  Group 

11.7 

Berkshire  Hathaway 

3.8 

Commerce  Group  Inc 

7.4 

Erie  Indemnity 

10.8 

Everest  Re  Group 

17.7  ' 

Fidelity  National  Finl 

14.4  i 

First  American 

0.7 

Arthur  J  Gallagher 

25.0  1 

John  Hancock  Financial 

22.31! 

LandAmerica  Financial 

-2.5  i 

Marsh  &  McLennan 

10.9  I 

MBIA 

7.5  . 

Mercury  General 

5.7 

MGIC  Investment 

3.7 

Odyssey  Re  Holdings 

12.8 l 

Old  Republic  Intl 

13.8  i 

PMI  Group 

15.2 

Progressive 

9.4 

Radian  Group 

15.6 

Reinsurance  Group  Am 

-2.2 

Selective  Insurance 

14.4 

StanCorp  Financial 

23.81 

Stewart  Info  Services 

9.7 

lousehol 
Personal  Products 


5-yr  annualized  total  return  (S) 

Alberto-Culver 

20.4 

Blyth 

-1.7 

Church  &  Dwight 

19.6 

Clorox 

-1.4 

Colgate-Palmolive 

5.4 

Estee  Lauder  Cos. 

0.7 

Gillette 

-4.3 

Jones  Apparel  Group 
Kellwood 

7.7 
10.3 

Kimberly-Clark 

2.8 

Liz  Claiborne 

16.6 

Nike 

11.6 

Polo  Ralph  Lauren 

8.8 

Procter  &  Gamble 

3.5 

Reebok  International 

20.5 

Timberland 

37.9 

Data  as  of  Nov.  28,  2003    'Less  than  period  indicated    Sources  A>nln  Integrity;  Forbes;  FT  Interactive  Data,  Reuters  Fundamentals  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Dell  recommends  Microsoft   Windows  XP  Professional  for  Business 


A>  I 


y\ 


'hi 


k 


i 


"E  BEST  OVERALL  GRADE  FROM 
C  MAGAZINE  BELONGS  TO  DELL 


:or  the  12th  time  in  13  years,  Dell  has  earned  an  A  or  A+  for  service  and  reliability  while  the  second  closest  major  competitor  scored  only  a  C+. 
Dell's"  OptiPlex  desktop  delivers  what  today's  business  needs:  the  stability,  reliability  and  manageability  that  helps  lower  TCO.  The  OptiPlex  mainstream 
ine  of  desktops  feature  Intel"  Pentium"  4  Processors  with  HT  technology.  With  that  you  get  an  integrated  Gigabit  network  connection  as  well  as  Dell's 
3xpert  service  and  reliability.  All  in  all,  the  OptiPlex  gives  you  the  best  value  for  upgrading  your  corporate  PC  environment.  Find  out  how  the  Dell  OptiPlex 
can  be  part  of  a  total  managed  services  solution  for  your  corporate  business  team.  Call  1-877-432-DELL  or  visit  www.dell.com/bizpc  today. 


SMALL  SIZE  without  COMPROMISE            | 

Dell  OpliPlex 
SX270 

HP.Gortipaq 

Ultra-slim 

Chass 

ssize 

51  Liters 

73  liters 

Chassis  weight 

8  lbs. 

15.4  lbs. 

Best  in  class  corporate  desktops.  Easy  as 


D0LL 


pentium  If 


Click  www.dell.com/bizpc  Call  1-877-432-DELL 


toll  free 


Delf.TTIe  Dell  logo  and  OptiPlex  are  trademarks  of  Dell  Inc 
©2003  Dell  Inc.  All  rights  reserved 


ademarks  or  registered  trademarks  of  Intel  Corporation  or  its  subsidiaries  in  the  United  States  and  other  countries. 


INSIGHT 
INTO  YOUR 
GROWING 
BUSINESS 


VISIT  THE  BUSINESS 
INSIGHT  CENTER 

Up-and-coming  companies  face 
unique  challenges  in  managing 
their  growth. 

To  address  these  issues,  plus  a 
range  of  Pusiness  applications, 
Forbes  has  developed  a 
Business  Insight  Center  in 
partnership  with  Microsoft 
Business  Solutions. 


SPECIAL  CONTENT  INCLUDES: 

•  How  did  a  small  laptop  PC 
company  take  on  the  giants? 

•  How  are  growing  businesses 
successfully  integrating  their 
IT  and  business  strategy? 


Get  the  insight,  research  and 
resources  you  need  to  grow 
your  business  today. 

Visit  the  Business  Insight  Center 

www.forbes.com/insigHitts 
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Telecommunications 

next  el  I  Back  From  the  Edge 

A  SCANT  18  MONTHS  AGO  IT  SEEMED  THE  ONLY  PRESS  COVERAGE  THAT 
Nextel  was  likely  to  receive  in  2003  would  be  its  obituary.  Its  stock 
had  lost  97%  of  its  value;  its  bonds  traded  for  half  their  face  value. 

Through  it  all  the  quirky  cell  phone  company  stuck  doggedly  to 
its  unique  strategy:  In  an  industry  overrun  with  competition,  Chief 
Executive  Timothy  Donahue  figured  he  had  little  to  lose  by  being 
different. 

Competitors  chased  consumers  to  bulk  up  their  subscriber  num- 
bers; Nextel  pursued  corporate  users.  Everyone  else  invested  billions 
to  increase  the  speed  of  their  Internet  connections;  Nextel  didn't 
bother.  Competitors  converted  their  networks  to  one  of  two  global 
standards;  Nextel  stuck  with  a  proprietary  standard  no  other  major 
carrier  uses.  About  the  only  thing  Donahue  did  invest  in  was  expand- 
ing his  phones'  ability  to  act  like  walkie-talkies— hit  a  button  and  the 
phone  immediately  connects  to  another  Nextel  user's.  The  service 
had  been  limited  to  connecting  users  in  the  same  metro  area;  now  it 
works  across  the  country. 

Score  one  for  individualism.  Of  the  six  national  cell  carriers  Ver- 
izon Wireless  (with  37  million  subscribers,  the  biggest)  and  Nextel 
(with  13  million,  the  smallest)  now  post  the  best  results.  The  two 
share  the  highest  customer  retention  rate  (four  out  of  five  won't 
switch),  a  key  yardstick.  Nextel's  cash  flow  margin  (in  the  sense  of 

earnings  before  interest,  tax 


Telecommunications 
Services 

5-yr  annualized  total  return  (%) 

AHtel  -1.1 

BellSouth  -8.3 

CenturyTel  -2.6 

Novel  Communications  16.9 

\  Data  Systems  8.8 


and  depreciation,  as  a  per- 
centage of  revenue)   is  a 

comfy  42%.  That's  several  points  better  than  Verizon's— 
and  miles  ahead  of  everyone  else's. 

Noting  Nextel's  success,  Verizon  and  Sprint  have 
launched  competing  walkie-talkie  functions.  But  reviews 
say  Nextel's  service  retains  an  edge,  connecting  with  far 
less  of  a  delay.  If  there's  an  obituary  to  be  written,  it's 
unlikely  to  be  Nextel's.  —Scott  Woolley 


Oat.i  n:.  of  N  j    21    2003.  'Less  than  period  indicated.  Sources.  Audit  Integrity;  Forbes;  FT  Interactive  Data,  Reuters  Fundamentals  and 
Thornton  Fit  si     .    via  FactSet  Research  Systems 
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transportation 

JB  HUNT  I 


Transportation 

5-yr  annualized  total  return  (%) 


TRUCKING  COMPANIES  TEND  TO  RUN  OUT 

of  gas  during  a  recession.  Not  giant  J.B. 

Hunt  Transport.  Its  1 1,000  trucks  and  $2.4 

billion  in  latest  12-months  revenue  let  it 

ride  out  bad  times — even  as  lower  freight 

loads,  higher  fuel  prices  and  soaring  insur- 
ance costs  drove  thousands  of  competitors 
out  of  business.  "The  story  of  our  business 
is  that  of  supply  rather  than  demand,"  says 
Chief  Executive  Kirk  Thompson. 

It  helps  that  Thompson  prepared  the 
company  in  advance,  the  result  of  an  early- 
2000  decision  to  abandon  a  decade  of  prof- 
itless sales  growth  in  favor  of  wringing  ef- 
ficiencies out  of  the  business.  Result:  Net  margins  grew  from  1.7%  in  2000  and 
are  on  track  to  hit  4%  this  year. 

Another  key:  Hunt's  growing  "intermodal"  business,  which  sends  freight 
by  truck  to  train,  then  back  to  truck.  Cost-conscious  consumers  like  the  op- 
tion, which  accounted  for  39%  of  revenue  last  quarter — and  44%  of  operat- 
ing profits.  —David  Armstrong 


Arkansas  Best 

39.5 

Expeditors  Intl 

32.7 

FedEx 

18.0 

JB  Hunt  Transport 

23.1 

Landstar  System 

28.9 

CH  Robinson  Worldwide 

29.6 

Southwest  Airlines 

12.7 

Swift  Transportation 

5.6 

Union  Pacific 

7.3 

United  Parcel  Service 

3.11 

USF 

5.4 

Werner  Enterprises 

14.2 

Retailing 

TRACTOR  SUPPLY 

Wal-Mart 
Counter-Play 

HOW  DOES  A  RETAILER  AVOID  GETTING 
steamrolled  by  Wal-Mart?  If  you're 
Joseph  Scarlett,  chief  executive  of 
Nashville-based  Tractor  Supply, 
you  sell  stuff  Wal-Mart  doesn't,  like 
saddles,  animal  feed  and  salt  licks. 

Tractor  Supply  isn't  a  familiar 
name  in  urban  areas.  But  this  462- 
store  chain,  with  $1.2  billion  in  rev- 
enues last  year,  is  one  of  the  best- 
performing  retailers,  with  average 
five-year  sales  growth  of  17%  and 
earnings  growth  of  22%. 

The  company  sells  ranch  and 
fanning  supplies  to  so-called  hobby 
farmers— customers  with  small 
tracts  of  land,  some  animals  and  a 
love  of  the  rural  lifestyle.  Most  of 
them  also  have  day  jobs.  And  good 
ones:  The  average  household  in- 
come of  its  customers  is  15%  above 
the  national  average. 

The  name  is  a  bit  misleading. 
The  only  tractor  parts  Tractor  Sup- 
ply really  sells  are  to  collectors  of 
antique  tractors.  Its  core  inventory 
is  a  wide  variety  of  farming  lifestyle 
products,  including  animal  feed, 
welding  supplies  and  equine 
accessories  like  bridles,  bits  and 


saddles.  "We  define  a  horse  as  a 
big,  expensive  pet,"  says  Scarlett. 
Seventy-five  percent  of  Tractor 
Supply's  merchandise  is  not  sold  in 
Wal-Mart,  Lowe's  or  Home  Depot. 
Ironically,  Tractor  Supply  owes 
part  of  its  success  to  Wal-Mart: 
More  than  100- of  its  stores  are  in 
parts  of  old  Wal-Mart  stores  va- 
cated when  Wal-Mart  opened  a  Su- 
perCenter  nearby  (Wal-Mart  closes 
the  stores  and  subleases  the  cov- 


eted space  to  other  retail  tenants). 

Scarlett  sees  room  for  at  least 
1,300  stores  in  total,  with  a  big  part 
of  the  growth  coming  from  the 
Northeast:  Its  Quakertown,  Pa 
store  is  among  the  company's  top 
ten  performers. 

Is  Scarlett  spooked  by  the  rival 
big  box  chains?  "We  just  try  to  jump 
higher  and  run  a  little  faster,"  he  says. 

Not  unlike  those  big,  expensive 
pets.  —Leigh  Gallagher 


Retailing 

5-yr  annualized  total  return  (%) 

Abercrombie  &  Fitch 
AnnTaylor  Stores 

1.1 
13.4 

AutoZone 

Bed  Bath  &  Beyond 

Best  Buy 

25.9 
21.5 
26.5 

CarMax 

42.3 

CDW 

22.2 

Claire's  Stores 

23.2 

CVS 

-5.2 

Dollar  General 

7.1 

Dollar  Tree  Stores 

Ebay 

Electronics  Boutique 

Family  Dollar  Stores 

Fred's 

1.6 
25.2 
10.5 
15.6 
47.5 

Guitar  Center 

4.4 

Home  Depot 

1.7 

Kohl's 

14.6 

Lowe's  Cos. 

22.0 

Michaels  Stores 

38.0 

NBTY 
B       O'Reilly  Automotive 
Pier  1  Imports 
Regis 

Rent-A-Center 
Ross  Stores 

32.6 
14.1 
21.0 
13.8 
27.1 
26.0 

Sonic  Automotive 
Staples 

11.2 
2.3 

Talbots 

22.1 

TBC 

34.5 

Tiffany 
Tractor  Supply 

33.5 
45.4 

Wal-Mart  Stores 

8.3 

Walgreen 

6.8 

Williams-Sonoma 

19.1 
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Online  Options  &  Stock  Brokers 

www.optionsxpress.com 

1-888-280-8020 
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Visit  the  OptionsXpress  content 

module  at  www.forbes.com/markets 


Options  involve  risk  and  are  not  suitable  lor  all  Investor! 
request  options  risk  disclosure  materials  Irom  optionsXpress.  Inc. 
1  -888-280-8020.  ©  2003 '  "Best  of  the  W  "  -  Forbes 
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trademark  ot  Dow  Jones  &  Company  ©  2003  l  IRBES 
names  ot  FORBES  products  relerenced  hen 
registered  trademarks  ot  FORBES  Management  .  i     Inc  i3  2003. 


Materials 

alcoa  I  Unfoiled 


WITH  HIS  COMPANY  BATTERED  BY  LOW  PRICES  AND  WEAK  DEMAND,  ALCOA  CHIEF  EXECUTIVE 
Alain  Belda  has  cut  costs,  paid  down  debt  and  raised  cash  at  the  world's  largest 
aluminum  producer.  "We're  focused  on  managing  what's  under  our  control  in  a 
challenging  business  environment,"  explains  Belda.  In  2003  he  slashed  an  impressive 
$1  billion  in  costs. 

Those  cuts,  coupled  with  stronger  aluminum 
prices  and  increased  demand  in  building  and 
transportation  sectors,  have  bolstered  Alcoa's 
stock,  despite  higher  energy  prices.  Shares  rose 
from  $20  in  March  2003  to  a  recent  $35.  In 
China  big  demand  for  alumina  (a  key  component 
of  aluminum)  helped  fuel  Alcoa's  strong  showing. 

Moroccan-born  Belda,  60,  is  well  suited  to 
managing  the  Pittsburgh-based  firm's  interna- 
tional businesses.  Belda's  family  fled  North  Africa 
for  Brazil,  where  he  joined  Alcoa  in  1969  at  age 
28.  He  speaks  five  languages.  Now  Belda's  goal  is 
to  prove  Alcoa's  fate  is  not  tied  to  the  price  of  the 
metal  but  to  its  value-added  fabricated  business. 
Case  in  point:  the  millions  of  parts  it  will  make  for 
Airbus'  new  A380  commercial  jet.  But  until  aero- 
space and  businesses  like  it  rebound,  says  Belda, 
"we'll  keep  our  focus  on  costs." 

—Phyllis  Berman 

Data  as  of  Nov.  28.  2003  'Less  than  period  indicated.  Sources:  Audit  Integrity;  Forbes;  FT  Interactive  Data.  Reuters 
Fundamentals  and  Thomson  First  Call  via  FactSct  Research  Systems.  . 


Materials 

5-yr  annualized  total  return  (%) 

Alcoa 

12.9 

Avery  Dennison 

4.9 

Ball 

22.1 

Bemis 

6.0 

Freeport  Copper 

26.2 

Greif 

3.4 

Harsco 

7.3 

Nucor 

7.1 

Pactiv 

16.11 

Rock-Tenn 

2.4 

Temple-Inland 

3.8 

Universal  Forest  Prod 

9.8 

Weyerhaeuser 

5.8 

Worthington  Inds 

6.7 
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Conglomerates 

3M  |  Slimming  Down,  Bulking  Up 

UP  UNTIL  THREE  YEARS  AGO  3M  WAS  THE 
classic  conglomerate,  with  its  hands  in  every- 
thing from  health  care  products  (surgical 
tapes  and  stethoscopes)  to  office  supplies 
(Post-it  Notes)  and  a  venerable  tradition  of 
letting  employees  tinker  with  ideas  to  their 
hearts'  content.  Great  place  to  work,  not  so 
great  for  shareholders:  Sales  were  stagnant, 
margins  were  declining,  and 
earnings  per  share  veered 
wildly  year  to  year. 

Enter  W.  lames  McNer- 
ney  Jr.,  a  former  GE  divi- 
sion head  who  took  the 
chief  executive  slot  at  the  St. 
Paul,  Minn. -based  company 


Conglomerates 

5-yr  annualized  total  return  (%) 


Fortune  Brands 

16.9 

ITT  Industries 

13.9 

Pentair 

5.1 

SPX 

13.5 

3M 

16.4 

United  Technologies 

10.4 

and  promptly  restructured  it,  a  la  Jack  Welch. 
McNerney  has  slashed  10%  of  3M's  work 
force  (7,000  jobs)  and  forced  his  managers  to 
focus  on  products  with  fast-growth  potential, 
like  optica'  films  used  for  flat  panel  televi- 
sions and  laptops. 

Result:  Last  year  the  101 -year-old  company 
posted  record  operating  (21%)  and  net  (13%) 
margins;  in  the  last  12  months  it  has  boosted  its  re- 
turn on  capital  to  23%.  Despite  sluggish  condi- 
tions in  the  industrial  and  consumer  supplies 
economies,  in  the  last  12  months  3M's  revenue  has 
increased  10%  to  $17.7  billion. 
More  good  news:  McNer- 
ney isn't  finished  leaving  his 
mark  at  3M.  He  reportedly 
turned  down  the  top  spot  at 
Boeing  left  vacant  by  Philip 
Condit  in  early  December. 

— Matthew  Miller 
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ISlSiCpSCcLl  Companies  in  America 

Big,  Smart  and 
Well  Managed 

We  put  (,000  companies  through  the  wringer  in  order 
to  find  the  best-managed  company  in  each  of  26  industries. 

BY  BRIAN  ZAJAC  AND  SCOTT  DECARLQ 


OVER  THE  PAST  FIVE  YEARS  THE  26  BEST 
Managed  Companies  in  America  pro- 
duced a  total  return  of  24%  (annualized) 
compared  with  a  1%  loss  for  the  S&P  500. 
Success  on  Wall  Street  is  important,  but 
it's  far  from  the  only  metric  we  used  to 
select  the  companies  highlighted  in  this 
special  report. 

First  we  identified  1,000  publicly 
traded  firms  in  the  Reuters  Fundamentals 
database  that  had  $1  billion  or  more  in 
revenue  and  a  stock  price  of  at  least  $5. 
While  most  of  the  candidate  companies 
are  headquartered  in  the  U.S.,  we  also 


included  a  few  foreign  firms  such  as 
Canon  and  Honda  Motor — outfits  that 
have  a  significant  market  presence  in  the 
U.S.,  file  according  to  U.S.  accounting 
standards  and  have  shares  readily  avail- 
able to  American  investors. 

For  each  of  26  core  industries,  we 
ranked  the  constituent  companies  against 
their  peers  for  five-year  total  return  as 
well  as  long-  and  short-term  sales  and 
earnings  growth,  and  other  yardsticks 
such  as  long-term  earnings  forecasts  from 
Thomson  First  Call.  Each  company 
received  a  composite  score  from  all  of  this 


number-crunching. 

Audit  Integrity,  a  financial  analytics 
service  firm,  helped  us  eliminate  prob- 
lematic companies  by  providing  us  with 
accounting  and  governance  scores  (see 
box,  below  left). 

Out  of  this  quantitative  and  qualita- 
tive research  our  editors  and  writers  were 
given  a  short  list  of  the  top-tier  corpora- 
tions in  each  industry  from  which  they 
judged  each  company  on  additional 
factors  such  as  market  leadership,  inno- 
vation and  efficiency  before  selecting  the 
best-managed  company.  F 


Warning  Flags 

PLODDING  THROUGH  THE  FINANCIALS  ONE  COMPANY  AT  A  TIME 
is  a  painstaking  task.  That's  why  a  group  of  Wall  Street  com- 
puter experts  at  Audit  Integrity,  a  Los  Angeles-based  finan- 
cial analytics  service  firm,  developed  a  program  that  can 
quickly  analyze  the  financials  of  thousands  of  companies. 
While  this  software  doesn't  provide  an  infallible  tool  for  find- 
ing crooks,  its  developers  claim  it  can  spot  push-the-limit 
accounting  practices  that  deserve  closer  scrutiny. 

The  problem  of  the  indicators  of  possible 

financial  shenanigans  aren't  in  a  structured  database  and 
can't  be  readily  identified  by  conventional  computer  screens. 
Using  multiple  data  feeds  Aud.t  Integrity  has  developed  pro- 
prietary software  that's  able  to  ferret  out  information  from  text 
passages  and  footnotes  in  financial  statements. 

Audit  Integrity  gives  each  i  r  mpany  an  overall  score  and  a 
ranking  in  three  different  categoi  .  ;:  accounting  and  gover- 
nance; financial  condition  ;s  quality.  Although  we 
made  some  exceptions  for  bci  red  industries— such  as 
Materials— most  companies  thi  oorly  on  two  or  more 
Audit  Integrity  rankings  were  I  from  our  Platinum 
400  and  Best  Managed  lists. 
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On  Forbes.com 

For  detailed  information 
on  Best  Managed  Com- 
panies in  each  industry 
and  the  Platinum  400 
(the  Best  Big  Compa- 
nies in  America),  go  to 
our  Web  site.  Our  online 
presentation  includes 
Audit  Integrity  scores 
for  each  company,  ad- 
ditional data  and  analy- 
sis of  the  list  and  the 
ability  to  create  on-the- 
fly  graphic  comparisons 
of  companies  and  in- 
dustries. Take  a  look  at 
www.forbes.com/ 
bestmanaged. 
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Focus  on  giving 
the  presentation... 
Not  on  carrying  it. 

If  you  give  presentations,  you  know  that  style 
and  substance  aren't  the  only  concerns.  The 
projector,  the  laptop,  the  notes  -  the  logistics 
of  getting  it  all  there  is  as  complicated  as  the 
presentation  itself.   But  now,  thanks  to  the 
new  SanDisk  Cruzer™  Mini,  those  days  are 
long  gone.  At  under  half  an  ounce,  the  Cruzer 
Mini  goes  anywhere,  and  with  up  to  256MB  of 
flash  memory,  it  takes  a  lot  with  it.  Hi-Speed 
USB  2.0  certified,  SanDisk's  Cruzer  Mini  lets 
you  transfer  data  faster  than  ever  before,  and 
because  of  its  thin  profile,  it  only  needs  a 
single  USB  slot  -  freeing  up  your  other  USB 
slot  for  additional  devices.  Just  drag,  drop, 
and  go.  It's  all  about  convenience.  No  extra 
hardware,  no  extra  weight. 

So  whether  your  presentation's  down  the  hall 
or  across  the  country,  you  can  take  your  files 
with  you  wherever  you  go  -  desktop  to 
laptop,  office  to  conference  room,  here 
to  there. 


or  more  information  o 
SanDisk  Cruzer  Mini,  visit 
www.sandisk.com/executive 


|>anOisk  and  the  SanDisk  logo  are  register 

Vadeniark  of  SanDisk  Corporation.  Other  brands  and  prod  i  traaeman 

If  their  respective  holders.  ©  2003  SanDisk  Corporation. Alt' rights  reserved. 


Last  year,  we  gave  $800  million  to  the  pooi 
97%  of  them  gave  it  right  back. 


Business  loans  as  small  as  $100  can  end  poverty. 

Josephine  Kponou  A  few  years  ago,  she  was  living  on  little  more  than  $1  a  day. 

Now,  thanks  to  loans  from  ACCION,  she's  expanded  her  tiny  business  and  is  saving  for  her 
future.  Her  success  illo  \  ed  her  to  repay  the  loans,  improve  her  business  prospects  and  provide 
a  better  life  for  the  last  25  years,  ACCION  has  changed  millions  ot  lives  like 

Josephine's  by  ler  i  billion  to  the  poor — 97%  of  which  has  been  repaid.  But 

we  can't  do  it  with<  ielp.  Please  gi       the  working  poor  the  credit  they  deserve. 

To  learn  more,  or  to  donate.  \  isil  WWW.aCcioil.org. 

sf/e  


ACCI»J 

ACCION  INTERNATIONAL 
56  Roland  Street,  Suite  30 
Boston,  Massachusetts  02: 
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Mind  Your  Own 

#%&!  Business! 


Finally,  a  business  plan  competition  that 

offers  you  a  chance  to  turn  your  winning 

business  plan  into  a  real  winning  business. 

Up  to  $1  MILLION  in  funding  offers! 

VentureBowl*,  the  nation's  richest  business  plan  competition,  can  make  your  dreams  of  starting  a  business  come  true. 
Enter  your  plan  and  you  could  be  one  of  four  winners  who  will  share  up  to  $1 ,000,000  in  cash  funding  offers  to  launch 
their  businesses.  See  our  website  for  official  rules  and  entry  deadlines. 


www.VentureBowl.com 
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VIDEO  COMPRESSION 


The  Big  Squeeze 

Jordan  Greenhall  plans  to  make  a  bundle  by  remaking  the  TV,  movie  and  consumer- 


electronics  industries.  All  he  has  to  do  is  beat  Microsoft  to  the  punch  |  by  scott  woolley 


JORDAN  GREENHALL  HAD  THE  GOOD  FORTUNE  TO  GET 
a  job  with  the  original  online  music  site,  MP3.com,  but 
walked  away  just  before  Vivendi  Universal  wildly  over- 
paid to  acquire  the  company  in  2001.  He  missed  a  big 
payout,  taking  instead  an  idea. 

Tracing  the  roots  of  the  digital  music  revolution,  Greenhall 
focused  on  a  sequence  of  computer  algorithms  called  a  codec, 
which  compresses  and  decompresses  data.  The  codec  in  MP3 
software  squishes  digital  songs  to  one-tenth  their  original  size. 
That  makes  them  small  enough  to  swap  online  and  fit  by  the 
thousands  on  iPods.  It  makes  them  small  enough,  even,  to  begin 
slipping  from  the  grasp  of  the  $  1 3  billion  music  industry. 

Greenhall's  big  idea  was  this:  Ever  greater  degrees  of  com- 
pression would  soon  upend  other,  even  bigger,  industries.  He 
seized  on  a  medium  that  remained  hobbled  from  unwieldy  dig- 
ital files — video.  An  hour  of  Survivor  (the  reality  show  on  CBS) 
takes  up  300  times  as  much  room  as  an  MP3  version  of  Survivor, 
the  hit  song  by  Destiny's  Child. 

Greenhall  came  up  with  a  company,  dubbed  DivXnetworks, 
and  a  plan:  "What  we  learned  from  audio,  you  could  do  the 
same  thing  with  video."  Users  would  be  able  to  stream  movies 
and  TV  shows  over  high-speed  Internet  lines  with  no  lag  time. 
That  could  lead  to  either  massive  piracy — the  Napsterization  of 
Hollywood — or.  with  the  right  copy  protection,  supplant  DVDs 
as  Hollywood's  richest  revenue  stream.  Better  video  codecs  also 
open  the  door  to  portable  video  players,  much  the  way  MP3  led 
to  iPods  and  th«  like.  Alaska  Airlines  is  experimenting  with 

Video  gets  slimmer... 

New  sofrwai  >  and  faster  computers  can 
|  squish  movies  into  less  and  less  space.  A 


handing  out  paperback-size  video  players  to  passengers.  Durin 
the  flight  they  can  then  watch  any  of  ten-plus  movies  stored  i 
DivX  format  on  the  player's  hard  drive. 

Designed  to  be  invisible  to  users,  codecs  compress  any  kini 
of  digital  file  by  identifying  and  eliminating  redundant  dat; 
Frames  of  video,  whipping  by  at  24  to  30  per  second,  have  lots  c 
duplication  (see  box,  p.  180).  The  faster  computers  get,  the  moi 
subtle  redundancies  a  new  codec  can  effectively  exploit,  and  s 
files  become  tinier.  That  is,  better  codecs  are  just  as  predictabl 
as  faster  PCs.  "These  are  technologies  that  can  really  change  a 
economic  ecosystem,  technologies  that  affect  cultural  balance 
of  power,"  Greenhall  says. 

The  first  blockbuster  video  codec,  MPEG2  (which  stands  fc 
the  Motion  Picture  Experts  Group,  version  2),  was  introduced  i 
1994  and  had  already  cut  digital  files  to  about  3%  of  their  origi' 
nal  size.  MPEG2  lets  movies  fit  on  DVDs,  and  allows  digital  cabl 
and  satellite  to  carry  hundreds  of  channels;  it's  also  given  birth  t 
dozens  of  popular  gadgets — from  digital  video  cameras  to  TiVe 

Hardware  manufacturers  that  use  MPEG2  chips  pay  royaltie 
to  the  owners  of  the  core  patents  behind  the  codec,  mostly  corpc 
rations  such  as  General  Electric,  Sony  and  Alcatel.  Greenhall  figure 
he  could  be  first  out  the  gate  to  popularize  a  fourth-generatio 
MPEG  codec;  distinguish  it  by  adding  strong  antipiracy  protectio 
and  a  brand  name  that  guaranteed  compatibility;  and  reap  health 
royalties  from  content  companies  and  consumer  electronics  firm: 

In  2000  he  and  a  few  partners  tracked  down  a  handful  c 
codec  experts  around  the  globe  and,  using  the  MPEG4  tool; 


Megabytes  per  movie 


4wo-hour  film  now  fills  less  than 


one  gigabyte. 


...while  Internet  pipes  get  fatter. 

A  DivX-compressed  movie  traveling  over  the 

test  modems  can  now  download  itself  in 
less  time  than  it  takes  to  watch  it.  That's  a 
key  breakthrough:  You  can  start  watching 
immediately,  just  like  TV. 
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[■hipped  together  a  video  codec,  called  DivX.  DivX  reduces  an 
ready-compressed  MPEG2  video  by  another  four-fifths.  The  file 
now  less  than  1%  the  size  of  the  original. 

The  Internet  broke  the  chicken-or-egg  problem  that  holds 
ick  most  video  standards.  Taking  a  page  from  MP3,  Greenhall  re- 
ased  DivX  for  free  in  2001.  Soon  tens  of  millions  of  downloads 
f  the  codec  were  streaming  around  the  globe.  The  more  people 
reated  DivX  content,  the  more  people  would  download  the  DivX 
iewer  to  play  the  content.  And  the  more  people  with  viewers,  the 
lore  reason  to  create  content,  an  "autocatalytic  cycle,"  in  Green- 
all's  words.  The  earliest  users  were  largely  pirates  and  pornog- 
phers.  So  what?  That  could  get  a  legitimate  business  going. 

One  hitch:  Microsoft  also  had  its  eye  on  the  market  and  was  de- 


signing its  own  killer  codec.  In  fall  2002  it  released  Windows  Media 
9,  which  could  squeeze  files  into  slightly  smaller  packages  than 
DivX.  (Microsoft  claims  nearly  a  twofold  advantage;  DivXnetworks 
says  its  latest  version  eliminates  the  performance  gap.)  The  software 
giant  built  Windows  Media  Player  into  its  operating  system,  a  tac- 
tic that  has  killed  many  a  small  software  competitor. 

But  by  then  Greenhall  was  on  to  the  next  phase  of  his  plan. 
To  become  the  next  MPEG2  Greenhall  knew  he  had  to  get  the 
codec  out  of  PCs  and  into  other  consumer  gadgets.  Chipmakers, 
attracted  by  his  Internet  following,  signed  on.  Today  Philips  and 
Samsung  are  building  DivX-compatible  DVD  players,  and  59 
other  companies  are  also  building  DivX-branded  gear,  includ- 
ing a  video  camera.  Enter  "autocatalytic  cycle"  number  two: 


odec 


NCOMPRESSED 
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IVX 
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•  Compression  amounts  depend  on  picture  quality  and  processing  power  used.  This  graph  assumes  the 
quality  after  compression  equals  a  very  good  digital  cable  picture,  using  a  codec  run  on  a  modern  PC. 


lodem  and  compression  type 


IAL-UP  MODEM.  MPEG2 


iSL,  MPEG2 


EGULAR  CABLE  MODEM,  DIVX 


AST  CABLE  MODEM,  DIVX 


•  'Assumes  average  modem  speed  is  66%  of  peak  speed.  Peak  speeds  used:  dial-up  (56  kilobits/sec); 
DSL  (386  kilobits/sec):  regular  cable  modem  (I  megabit/sec);  fast  cable  modem  (3  megabits/sec). 
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Compression  Wizardry 


Film  changes  little  from  frame  to  frame,  creating  lots  of  redundant 
images  that  don't  need  to  be  saved  over  and  over.  Static  backgrounds 
are  easy:  Store  the  image  once,  repeat  it  every  frame.  The  codec 
software  analyzes  moving  objects,  like  Harry  Potter's  head,  glasses 
and  lips,  finding  their  outlines  (middle).  It  saves  the  objects'  images 
once,  and  you  only  need  to  remember  where  to  put  them  in  future 
frames.  The  codec  also  makes  "psychovisual  decisions"  identifying 
details  the  human  eye  won't  see.  It  finds  those  regions  (right)  that 
contain  Harry's  hair,  which  can  afford  to  lose  detail.  Those  areas 
that  represent  his  skin  must  be  dead-on.  —  S.W. 


People  burn 

DivX-encoded  movies  onto  DVDs  on 
their  PCs  and  pop  the  disc  into  their  DVD  player  in  the  living 
room.  DivX  DVDs  can  have  at  least  four  times  the  run-time — or 
the  same  length  of  film  can  have  four  times  the  resolution — of 
regular  DVDs.  (Windows  Media  isn't  yet  in  a  DVD  player,  but  Mi- 
crosoft scored  a  win  this  summer  when  The  Terminator  2  DVD 
came  out  on  two  discs:  one  regular  and  one  a  high-definition 
version  that  can  play  on  PCs  using  the  Windows  Media  codec.) 

In  the  battle  to  build  a  better  codec,  Microsoft  would  seem  to 
have  insuperable  advantages.  Its  army  of  programmers  has  been 
developing  codecs  from  scratch  for  almost  a  decade.  The  com- 
pany spent  $500  million  researching  and  developing  Windows 
Media  9.  DivXnetworks,  by  contrast,  has  six  codec  writers  and 
relies  on  licensing  groups  of  patents.  That  can  work,  Greenhall 
insists.  MPEG2  was  a  standard  built  on  such  a  patent  pool.  The 
MPEG4  standard  has  been  around  since  1999,  but  by  ensuring 
compatibility  and  adding  antipiracy  tools,  DivX  has  become  the 
leading  MPEG4-based  codec. 

Today  DivXnetworks  makes  about  $2  for  each  DivX- 
branded  DVD  player  that  is  sold.  (Nineteen  million  DVD  players 
were  sold  in  the  U.S.  alone  this  year,  and  the  company  hopes  to 
have  its  technology  in  a  majority  of  the  players  within  just  a  few 
years.)  Greenhall  also  hopes  to  get  a  piece  of  every  copy-pro- 
tected DVD  that  Hollywood  sells,  fad  Valenti,  the  chief  of  the 
Motion  Picture  Association  of  America,  has  spoken  well  of  the 
product,  though  no  studio  offers  DivX-encoded  DVDs  just  yet. 
The  latest  round  of  venture  capital,  closing  soon,  will  likely  value 
the  company  at  just  over  $101  million. 

As  the  battle  with  i\  1  k  i  s,  the  1  wo  have  pulled  ahead 

of  competitors,  according  to  oup  analyst  Ryan  Jones. 

He  gives  Microsoft  the  edge  in  terms  of  maximum  compression. 
But  DivXnetworks  is  ahead  ping  its  chips  simple,  power- 

efficient  and  cheap.  As  for  consumer  support  and  the  all-impor- 
tant "momentum,"  Jones  rates  it  a  dead  heat.  F 
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Extreme 
Tape 

Exabyte  broke  the  rules  with  a  new  tape 
drive  that's  cheaper  and  faster  than  the 
pack,  and  still  reads  data  if  you  freeze  it 
or  boil  it.  But  can  it  save  the  company? 

BY  DANIEL  LYONS 

IT'S  NO  EASY  LIFE  BEING  IN  THE  COMPUTER  TAPE  Busi- 
ness. Tape?  Who  uses  that  stuff  any  more?  But  that's  the 
only  business  of  Exabyte  Corp.,  a  highflier  in  an  earlier 
computer  age  that  may  get  a  new  lease  on  life  with  a  new 
product  called  VXA.  It's  a  backup  tape  system  with  huge 
storage  capacity  and  an  unusual  kind  of  durability. 

"This  is  a  very  big  deal.  I  think  it's  the  biggest  thing  in 
tape  in  the  last  20  years,"  says  Juan  Rodriguez,  Exabyte's 
62-year-old  chairman  and  chief  technologist. 

VXA,  aimed  at  small  and  medium-size  businesses,  can 
hold  two  times  the  amount  of  data  of  current  backup 
tapes  and  at  a  far  lower  cost  per  gigabyte.  Rodriguez  has  a 
lot  riding  on  this  slender  ribbon.  Exabyte,  once  the  leader 
in  tape  storage,  has  seen  its  revenue  fall  60%  since  1994,  to 
$133  million.  In  2003  it  shipped  a  mere  40,000  drives,  do 
from  180,000  nine  years  ago.  The  company  hasn't  made  a  pr 
in  six  years.  Its  shares  change  hands  at  82  cents,  versus  $12  tr 
years  ago. 

Not  that  any  other  vendors  are  doing  a  whole  lot  bet 
Worldwide  sales  of  tape  storage  drives  fell  from  3.2  mill| 
units  in  2000  to  2.2  million  units  in  2002,  says  mar 
researcher  IDC.  Gartner  forecasts  that  the  average  hard  ( 
capacity  in  2004  will  be  80  gigabytes,  or  80  billion  bytes. ' 
common  4-millimeter  tape  formats,  long  used  to  back  up 
entire  hard  drive,  can  handle  only  36  gigabytes,  so  for  the  t 
time  one  tape  cartridge  will  have  failed  to  back  up  an  en 
average-size  disk.  Many  small-business  customers  now 
rewritable  CDs  and  portable  hard  disks  to  back  up  their  d 
Bigger  customers  use  automated  tape  libraries  that  need  on 
handful  of  drives  to  read  hundreds  of  tapes. 

But  if  anyone  could  reenergize  the  tape  business  with 
unlikely  breakthrough,  it's  Rodriguez.  He  has  been  develop 
tape  storage  systems  for  40  years,  first  at  IBM,  later  cofounc 
two  of  the  industry's  biggest  names:  Storage  Technology  C( 
(known  in  the  industry  as  StorageTek)  and  Exabyte.  Some  ol 
engineers  call  him  the  "godfather  of  tape." 

Until  now  makers  of  low-end,  4mm  drives  have  b 
steadily  boosting  capacity  by  making  the  data  tracks  on  the  t 


1 


ty 


er  smaller.  DDS-4  has  tracks  only  6  microns  wide,  or  '/» the 
idth  of  a  human  hair.  But  tiny  tracks  create  big  problems.  With 
en  the  slightest,  1.5-micron  misalignment  between  the  track 
id  the  tape  heads  that  read  along  them,  a  tape  is  unreadable. 
le  manufacturing  tolerances  in  a  head  that  can  read  6-micron 
icks  are  exquisitely  fine. 

Rodriguez's  solution:  Use  wider  tape  and  don't  use  tracks, 
le  VXA  drive  uses  8mm  tape  and  stores  data  in  packets,  break- 
g  files  into  thousands  of  pieces  to  be  reassembled  later,  much 
e  way  the  Internet  transports  data.  The  VXA  drive  has  four 
;ads  scanning  the  tape,  seeking  out  pieces  of  a  file  randomly 
id  continuously  handing  them  off  to  the  drive's  memory, 
icket-based  XOCA  drives  are  cheaper  to  build  because  they  use 
ss  complex  heads,  rollers  and  tape  guides.  Even  huge  misalign- 
lents  of  270  microns  present  no  problem.  Error-correction 
gorithms  can  restore  missing  packets. 

VXA  tape  can  store  twice  as  much  as  standard  4mm  tape  dri- 
s  but  costs  the  same  or  even  less.  Exabyte's  VXA-2,  the  second 
meration  of  this  technology,  holds  80  gigabytes,  or  8  billion 
/tes,  and  costs  just  under  $900.  That  works  out  to  a  cost  per 
gabyte  of  $11.25.  Two  rival  tape  formats  aimed  at  medium- 
ze  businesses,  DDS-4  and  DAT  72,  cost  $37.50  and  $33  per  giga- 
rte,  respectively. 

The  real  benefits  are  down  the  road  as  Exabyte  finds  ways  to 


pack  in  more  packets. 
Rodriguez  vows  that  in  just 
three  or  four  years  a  single 
VXA  cartridge  will  hold  1 
terabyte  and,  eventually, 
store  as  much  as  8,000  giga- 
bytes, or  8  terabytes.  "We're 
saying  there  is  no  limit," 
states  Rodriguez. 

Already  VXA-2  drives 
transfer  data  twice  as  fast  as 
rival  formats,  6  megabytes 
per  second  compared  with 
3.  And  because  the  drives 
aren't  trying  to  read  tiny 
tracks,  they  don't  get  flum- 
moxed by  temperature 
changes  that  alter  the  shape 
of  a  tape.  You  can  freeze  a 
VXA  tape  in  ice,  boil  it  in 
coffee,  freeze  it  again,  and 
the  tape  still  reads  fine. 

Rodriguez  hit  upon  the 
idea  of  making  a  packet- 
based  tape  system  in  1996, 
four  years  after  retiring 
from  Exabyte.  Rodriguez 
formed  a  new  company, 
Ecrix,  to  develop  the  next 
generation  tape  storage  sys- 
tem. He  was  inspired  in 
part,  he  says,  by  a  voice  recorder  that  Sony  had  developed  using 
packets-on-tape  technology.  The  "V"  and  "A"  in  VXA  stand  for 
"variable"  and  "architecture"  with  the  "X"  in  the  middle  repre- 
senting all  the  things  that  can  be  variable  in  the  drive,  including 
speed,  track  pitch  and  environment.  Ecrix's  first-generation 
VXA-1  drives  sold  poorly  because  they  did  not  offer  performance 
much  better  than  DDS',  which  was  then  the  leading  tape  format. 
In  2001,  having  raised  $72.5  million  in  venture  capital,  Ecrix 
gave  up  its  independence,  merging  with  Exabyte  in  a  $10  mil- 
lion stock  deal. 

In  late  2002  Exabyte  released  the  VXA-2  and  made  a  leap 
from  40  gigabytes  to  80  gigabytes.  That  helped  win  the  support 
of  IBM,  which  now  ships  VXA-2  drives  in  three  of  its  server  mod- 
els. Fujitsu  Siemens  also  signed  up  to  help  sell  VXA-2  drives. 

Tom  W.  Ward,  Exabyte's  chief  executive,  says  that  VXA 
drives  will  account  for  more  than  half  of  Exabyte's  revenue  in 
2004  and  as  much  as  80%  by  2006.  Sales  of  Exabyte's  older  drive 
format,  Mammoth,  are  dwindling.  Exabyte  has  slashed  costs  by 
closing  factories,  laying  off  workers  and  outsourcing  manufac- 
turing. In  November  2003,  with  cash  reserves  almost  gone,  the 
company  raised  $18.5  million  by  selling  to  Imation  Corp.  an 
exclusive  license  to  distribute  Exabyte's  tape  cartridges.  In  addi- 
tion, Imation  invested  $1.5  million  more  in  Exabyte.  Reports  of 
tape's  death,  it  would  seem,  are  a  little  exaggerated.  F 


Hot  stuff:  Exabyte's  Juan 
Rodriguez  and  Tom  Ward  aim  to 
reenergize  the  tape  business. 
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by  Stephen  Manes 


Depth  Charge 


CONFESSION:  I'VE  BEEN  A  FAN  OF  TRUE  3-D  IMAGERY 
ever  since  my  grandmother  handed  me  a  View- 
Master  depicting  a  barrel  cactus  so  stereoscopically 
spiky  it  seemed  to  be  trying  to  poke  my  eyes  out.  But 
I  grudgingly  admit  that  over  the  years,  public  interest 
in  3-D  has  waxed  and  waned  like  the  sirloins  John  Candy  thrust 
back  and  forth  at  the  camera  in  Second  City  Television  send-ups 
like  "3-D  House  of  Beef." 

So  excuse  what  may  be  my  excessive  fascination  with 
Sharp's  new  Actius  RD3D  notebook  computer.  3-D  nuts  like  me 
are  likely  to  wear  their  eyes  out  over  the  first  semiaffordable 
technology  that  lets  you  watch  images,  games  and  video  in  three 
realistic  dimensions  without  wearing  special  glasses.  But  return- 
ing to  the  prosaic  world  of  Flatland  could  hardly  be  simpler: 
This  is  the  first  glasses-free  3-D  display  that  turns  2-D  at  the 
touch  of  a  button. 

The  magic  involves  a  uniquely  configured  LCD  that  sits 
between  the  main  LCD  and  the  backlight.  When  that  LCD  is  dis- 
abled, the  screen  delivers  its  normal  l,024x768-pixel  2-D  resolu- 
tion. But  when  activated,  the  special  LCD  creates  a  "parallax  bar- 
rier," a  pattern  of  slim  vertical  bars  that  directs  illumination 
from  the  backlight  to  the  viewer's  left  and  right  eyes.  The  barrier 
permits  the  left  eye  to  see  only  the  odd  pixels,  the  right  eye  only 
the  even.  Special  software  adjusts  the  image  to  work  with  the 
screen. 

The  bars  cut  brightness  a  bit,  and  each  eye  sees  only  512  pix- 


els horizontally,  instead 
1,024.  But  because  each  eye  gi 
a  slightly  different  image,  t 
brain  resolves  a  3-D  result  tr 
looks  far  closer  to  full  resolufi 
than  half.  True,  the  display  dc 
force  you  to  sit  at  its  absoh 
horizontal  center  to  bene 
from  stereoscopy,  and  refle 
tions  in  the  screen  can  mar  t 
illusion.  Is  it  perfect?  Hard 
But  there  has  never  been  an 
thing  remotely  like  this  on  the  market  before. 

This  notebook  costs  $3,000,  about  twice  the  going  rate  f 
a  2-D  unit  with  similar  specs.  Sharp  currently  aims  the  RD3Di 
developers  in  that  slim  portion  of  the  corporate  universe  wl 
sit  in  front  of  standard  tube  displays  and  wear  special  shut! 
glasses  to  do  things  like  read  medical  images  or  design  mol 
cules  in  3-D — so  Sharp  includes  a  chemical  modeling  derr 
You  also  get  a  program  that  lets  you  create  3-D  pictures  with 
digital  camera,  but  getting  it  to  work  demands  a  special  tripe 
attachment  and  a  lens  adapter  or  neither,  but  more  patien 
than  I  possess.  TriDef  Photo  Transformer,  a  $495  option  fro 
DDD  Group  of  Santa  Monica,  Calif,  (www.ddd.com),  makes 
easy  to  "paint"  the  dimension  of  depth  onto  normal  phot 
and  display  them  in  3-D  presentations — provided  you  prese 
them  on  this  screen. 

There's  more  3-D  content  out  there  than  yc 
think.  Thanks  to  a  special  feature  of  the  software  i 
the  Nvidia  GeForce  graphics  system  in  the  RD3 
most  of  the  hundreds  of  PC  games  that  u 
Microsoft's  Direct  3-D  will  display  in  stereoscof 
glory.  Twists  and  turns  in  the  Michael  Schumach 
Racing  World  Kart  2002  driving  game  recede  real 
tically  into  the  distance.  A  Spider-Man  game  sar 
pier  makes  diving  off  skyscrapers  downrig 
breathtaking.  The  detailed  worlds  of  Uru,  the  lat< 
Myst  sequel,  take  on  a  surprising  vividness  missL 
from  the  flat  version.  But  since  these  games  we 
not  designed  with  stereoscopy  in  mind,  I  had  to  p 
up  with  glitches  like  ghost  images,  cursors  th 
appeared  in  two  places  on  the  screen  (neither 
which  was  the  right  one)  and  help  screens  readab 
only  by  dropping  back  to  2-D. 

3-D  movies  are  on  the  way.  The  RD3D  includ 
several  trailers  converted  from  the  giant  Imax  fc 
mat  to  the  small  screen,  with  dinosaurs  and  fancif 
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Technology  |  Digital  Tools 

metallic  beasts  that  truly  get  in  your  face.  When  Sharp  releases  a 
consumer-oriented  model  this  spring,  it  plans  to  include  En- 
counters in  the  Third  Dimension,  originally  an  Imax  featurette, 
on  the  hard  drive  and  to  offer  other  titles  on  DVD.  And  DDD 
Group  is  offering  Hollywood  studios  professional  versions  of  its 
software,  which  can  add  depth  to  existing  flat  blockbusters. 

In  Japan,  Sharp's  two  3-D  screen  phones  have  already  sold 
more  than  1.5  million  units,  and  the  company  intends  to  release 
stand-alone  monitors  of  various  sizes  and  resolutions  based  on 


this  technology  next  year.  Big-name  consumer  electronics  hrn 
like  Sony  and  Sanyo  have  joined  Sharp  in  spearheading  a  cor 
sortium  to  further  the  3-D  cause. 

To  skeptics  I  submit  a  single  brief  shot  included  among  f 
notebook's  content:  a  depiction  of  a  prehistoric  cave  paintin 
an  art  form  that  often  took  advantage  of  the  unevenness  of  t 
surfaces  the  artists  found.  The  RD3D  is  the  only  place  I  ha 
ever  experienced  the  essential  third  dimension  of  this  art 
apart  from  the  caves  themselves. 


Pocketf  uls  of  Pixels 

As  digital  cameras  continue  to  get  better 
and  smaller,  two  new  ones  show  just  how 
much  you  can  pack  into  a  shirt-pocket 
package  freeing  you  from  the  telltale 
neck  strap  that  marks  you  as  a  tourist. 
Both  Sony's  $550  5-megapixel  DSC-TI 
and  Kyocera's  $400  3.2-megapixel 
Finecam  SL300R  follow  the  strategy  of 
Minolta's  $250  3.2-megapixel  Dimage  XT 
in  putting  the  optics  of  their  3X  zoom 
lenses  entirely  inside  the  camera  rather 
than  requiring  the  lens  to  extend  out- 
ward. But  they  go  far  beyond  the  Dim- 
age,  particularly  when  it  comes  to  speed. 

If  you  use  an  optional  high-speed 
Secure  Digital  card,  which  does  not  come 
with  the  Finecam,  it  can  take  flashless 
full-resolution  pictures  at  about  3.5  per 
second  until  the  card  fills  up.  The  Sony 
can't  match  that  particular  trick,  but  the 
delay  between  the  time  you  press  its 
shutter  and  the  time  the  camera  takes 
the  picture  is  almost  imperceptible,  and 
you  can  take  a  new  shot  roughly  every 
second  or  set  things  up  to  deliver  a  burst 
of  four  shots  in  '/3-second  intervals.  With 
both,  flash  introduces  a  delay  of  more 


than  five  seconds  between  shots. 

But  Sony's  Ti  offers  a  lot  more, 
including  significantly  higher  resolution. 
Its  2.5-inch  screen  is  about  three  times 
as  big  as  the  competition's.  With  a  high- 
speed Memory  Stick  Pro  Duo  card,  it  can 
shoot  640x480-pixel  MPEG-I  video  with 
monaural  audio  at  30  frames  a  second- 
video  that  for  the  first  time  in  my  experi- 
ence with  digital  still  cameras  gives 
camcorders  a  run  for  their  money.  But 
you  can't  zoom  while  you  shoot  video, 
and  you  get  just  over  six  minutes  with 
the  biggest  Memory  Stick  that  fits.  The 
Kyocera's  similar  video  mode  requires 
two-thirds  more  memory  per  second  and 
doesn't  come  close  to  Sony's  quality. 

The  Sony  also  offers  a  flabbergasting 
"magnifying  glass"  feature  that  lets  you 
focus  on  a  subject  as  close  as  a  centi- 
meter from  the  lens,  revealing  details  in- 
visible to  the  naked  eye.  Among  the 
dozens  of  the  Sony's  other  special  modes, 
I  liked  the  one  that  produces  an  extra 
e-mail-ready  320x240-pixel  photo  every 
time  you  shoot  in  a  greater  resolution. 

The  Finecam  puts  its  screen  and  lens 
in  two  separate  modules  linked  by  a 
pivot,  so  a  simple  twist  lets  you  use  the 


camera  in  almost  any  position.  But 
Kyocera's  shiny  metal  faceplate  gets 
badly  scratched.  And  though  the  lens  is 
mounted  on  the  edge  of  the  housing, 
where  you're  guaranteed  to  stick  your 
finger  on  it,  Kyocera  offers  no  cover  or 
slide  to  protect  it.  Sony's  integrated  lens 
cover  is  a  bit  awkward,  but  like  the  Dim- 
age's  automatic  slide,  it's  always  there. 

Unlike  the  Dimage,  neither  the  Sony 
nor  the  Kyocera  includes  an  optical 
viewfinder,  and  even  the  larger  Sony 
screen  can  be  tricky  to  read  when  shoot- 
ing low-contrast  subjects  in  dim  light.  But 
both  screens  can  use  reflected  light  as 
well  as  their  built-in  backlights,  so  they 
were  usable  in  the  brightest  sunlight 
Seattle  has  seen  this  winter.  The  optical 
finders  with  most  cameras  in  this  cate- 
gory tend  to  be  wildly  inaccurate,  anyway. 

So  the  Sony  is  my  current  favorite 
among  deck-of-cards-size  cameras.  It's 
also  the  most  expensive.  By  the  time  you 
add  essentials  like  a  $60  spare  battery 
and  a  $100  card  with  256  megabytes  of 
memory,  it  will  set  you  back  roughly  twice 
what  you'd  pay  for  the  slower,  lower-res 
Dimage.  I  suppose  you  could  call  that  the 
price  of  freedom.  -S.M. 


Sony  DSC-TI: 
5  megapixels, 

high  speed,  big 
screen-in  a 

small  package 


pVv»»l-vpc  I  Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covering 
^mmmmmmmcnm  I  technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 


\*^ 


for 


The  Travel  Industry's  Defining  Event 
Marketing  and  Distribution  Strategies 


Travel 
Commerce 

CONFERENCE  &  EXPO 


April  19-21,  2004 
New  York,  NY 
Hilton  New  York 
www.travelcomexpo.com 


Created  by  the  Travel  Industry, 
For  the  Travel  Industry 


PLATINUM     SPONSORS 


Forbes 


FORRESTER 


fyi 


GOLD     SPONSOR 

,,  ,,m    m*^  tm    ■    Mk    m 


GOOQle        overture  51'      iProspect      LrU      Jfe   Syntegra      ^T? 

(J  sea/th  performance  \  f.  » ■  •-  f'OiASI'  ^™p'  Advertising.com 

9WM   jLw.  iMPAgf  VOLLMBI\CLARIA  BBS  SideStep<& 

•  louna    9>l  renins.  W 

?>   f*  §&m   hedt^a  HCoxi:iNH  Hospitality  Upgrade  t%£Ot!¥i  A  p— n  °!JDEvomts 


Act    &    Weight 


f^     i/OU&C0c/l/> 


Kh\(}s  Sz  Ciistlcs 

London  to  London  ♦  British  Istes 

August  24  -  September  4,  2004 
Crystal  Symphony 


with  exclusive  visits 
to  Forbes-owned  estates  such  as  the  Chateau  de  Balleroy  and 
Battersea  House,  as  well  as  private  tours  of  the  Houses  of 
Parliament  and  Kensington  Palace 

1 1  days  of  luxury  cruising  aboard  the  #1  cruise  line  in 
the  world 

from  the 
world's  top  investment  experts  as 
they  share  their  strategies, 
forecasts,  and  recommendations 


♦ 


|m  to  the  momentous  days 

of  Churchill  and  D-Day 

new  ideas  and  make  new 
friends  with  like-minded  people 


A  Private  Lunch  at  the  Forbes 
Family's  Chateau  de  Balleroy 


Ken 
Fisher 


Ralph 
Acampor 


Cabins  start  as  low  as  $8,040  per  couple!  To  receive  a  full-color  conference  brochu 
and  to  reserve  your  cabin,  call  800/530  0770  or  visit  www.lnvestmentCruise.con 

(outside  th*  US,  ple|te  call  941/955-0323,  (9:00  am  -  5:30  pm  EST)  ooza 


Enlrepj^nmira 


Memoirs  of  a  Geisha  Guy 


FORBES"   January  12,  2004       187 


Entrepreneurs 


centrated  in  Tokyo's  Kabukicho  district. 

The  Western  world's  counterpart  to 
this  is  what  we  would  call  a  gigolo.  In  its 
tamest  form  the  profession  includes  older 
men  who  act  as  dancing  partners  and 
conversationalists  on  cruise  ships,  getting 
free  passage  in  return  for  entertaining 
wealthy  widows.  In  Japan  hosting  makes 
up  a  discreet  but  perfectly  legal  business 
that  originated  in  post-World  War  II 
dance  bars  and  has  origins  as  distant  as 
3rd-century  A.D.  Empress  Himiko,  who 
kept  1,000  female  attendants  and  an 
unknown  number  of  male  concubines. 
Hosting  offers  the  ultimate  in  customer 
service — to  an  almost  comical  degree  of 
catering  to  every  client  whim. 

It's  also  a  tough  racket:  Only  2  or  3  out 
of  every  100  would-be  hosts  last  more  than 
a  few  months.  Reiji  has  been  in  the  business 
for  17  years,  becoming  a  national  celebrity 
in  Japan.  With  a  boost  from  TV  appear- 
ances he  has  helped  transform  the  image  of 
a  host  club  from  that  of  a  sleazy  dive  where 
prostitutes  went  for  solace  after  work  to  a 
place  where  respectable  businesswomen 
can  go  for  a  bit  of  fun  and  ego-stroking.  He 
now  owns  two  clubs,  with  a  combined 
annual  revenue  of  $10  million,  and  works 
as  a  consultant  for  corporations  that  want 
advice  on  a  relatively  new  phenomenon — 
women  in  the  workplace. 

It  took  Reiji  three  years  to  make  it  to 
the  top,  a  distinction  measured  each  month 
by  how  much  money  a  host  spurs  his 
clients  to  spend.  At  his  peak  Reiji  generated 
$100,000  a  month  in  sales;  40%  of  that  was 
his  commission.  But  first  he  had  to  do  the 
grunt  work — answering  phones,  fetching 
hot  towels,  pouring  drinks,  lighting  ciga- 
rettes— before  learning  the  basics.  "In  real 
life  it  takes  a  long  time  for  a  man  and  a 
woman  to  understand  each  other.  In  the 
host  business  you  have  to  understand  a 
woman  right  away,  you  have  to  adjust 
yourself  to  them,"  he  explains.  "The  most 
common  trick  is  to  make  them  feel 
romance  has  blossomed  by  listening  to 
them  attentively  as  they  pour  out  'heir  feel- 
ings," he  says.  Other  tricks  include  reading 
women's  magazines,  keeping  up  with 
celebrity  gossip,  researching  hair  salons  and 
mastering  the  art  of  conversation. 

While  a  typical  hill  at  a  host  club  is 
$250,  it  can  go  a  lot  higher,  [fa  woman 


drops  $2,000  on  a  bottle  of  fine  cham- 
pagne or  $10,000  on  a  special  brandy,  all 
the  hosts  in  the  club  gather  around  and 
praise  her  generosity.  There's  a  fine  line, 
though,  between  coaxing  out  generosity 
and  applying  too  much  pressure.  Instead- 
of  getting  a  few  rich  women  to  spend  a  lot 
on  him,  Reiji  got  many  to  spend  a  little. 
"When  several  of  my  clients  were  in  the 
club  at  the  same  time,  I  would  make  them 
wait — and,  in  irritation,  they  would  start 
drinking.  Once  I  noticed  their  botde  was 
nearly  empty  and  they  would  soon  have  to 
buy  a  new  one,  I  would  show  up  at  their 


By  the  Numbers 


Male  entertainment  of  women  is  a 
50-year-old  business  in  Japan. 


Annual  revenues 


for 


stry. 


The  number  of  male 
hosts  in  Japan. 


Average  monthly 


turnover  per  host. 


The  number  of  host  bars 


in  Japan. 


table  all  apologetic,"  he  says. 

Flip  genders  and  continents  and  you 
get  what  Americans  call  B-girls,  women 
employed  to  inspire  bar  patrons  to  spend 
liberally.  In  neither  case  is  the  job  synony- 
mous with  prostitution. 

These  days  Reiji  leaves  a  lot  of  the 
finessing  to  junior  assistants  he  assigns  to 
women  with  whom  they  are  likely  to  get 
along.  Clients  choose  their  hosts  after  two 
or  three  visits,  and  it's  viewed  as  a  perma- 
nent arrangement.  If  a  different  host  tries 
to  cut  in  on  someone  else's  client,  he's 
fired.  "You  need  very  strict  rules  to  control 
a  group  of  ambitious  young  men,"  Reiji 
explains. 

Even  the  best  hosts  rarely  last  more 
than  a  decade.  To  keep  from  burning  out, 
Reiji  diversified,  taking  to  the  airwaves  on 
late  night  television — where  he  advised 


men  on  how  to  pick  up  women — and] 
opening  his  own  club.  This  he  did  9 
Tokyo's  Roppongi,  a  step  up  from  the  red- 
light  Kabukicho  district.  No  welcoming 
committee  greeted  him.  While  Reiji  is 
reluctant  to  go  into  the  details,  someone 
fired  bullets  into  his  new  club.  His  estab- 
lishments have  to  pay  protection  money  tot 
the  Japanese  gangs,  he  admits. 

Still,  his  club,  Dios,  which  he  opened 
in  1998,  has  been  so  successful  that  he 
recently  opened  a  second  one  nearby  to 
deal  with  the  overflow.  To  stimulate  new 
demand,  he  did  away  with  the  rule  of  tra- 
ditional clubs  (like  the  one  he  used  to 
work  for)  that  women  had  to  have  a  desig- 
nated host,  lowered  prices  and  got  rid  of 
the  once-mandatory  dance  floor  and 
band.  By  moving  to  a  less  sleazy  address; 
than  the  competition's,  he  has  attracted  a 
new  type  of  client.  During  a  recent  visit  to 
the  new  club  this  reporter  (with  female 
escort  in  tow)  encountered  a  group  of 
businesswomen  in  their  late  20s  enjoyingi 
some  sort  of  work-related  celebration.  A 
frumpy  and  tired-looking  middle-age 
woman  with  a  peaceful  expression  on  her 
face  lay  with  her  head  in  the  lap  of  an 
extremely  handsome  young  man.  Two 
very  beautiful  women  sat  at  other  tables, 
surrounded  by  a  fawning  group  of  lovely! 
young  men. 

Away  from  his  clubs  Reiji  sells  his 
advice  to  a  handful  of  corporate  clients, 
including  an  advertising  company  whose 
old  guard  was  taken  aback  by  indepen- 
dent-minded female  employees.  Japanese 
women  are  stronger  these  days  and  will 
not  accept  traditionally  subordinate  roles, 
he  explained  to  the  men,  so  loosen  up.  A 
chain  of  funeral  parlors  wanted  counsel 
on  how  to  make  women,  who  typically 
outlive  men  in  Japan,  feel  more  at  ease. 
Reiji  stressed  little  details — like  not 
putting  the  coffeemaker  in  a  position  that 
made  employees  frequently  turn  their 
backs  to  the  grieving  widow. 

Where  does  a  veteran  hosuto,  or  host, 
go  from  here?  Reiji  is  thinking  of  starting  a 
line  of  cosmetics  for  men.  For  now, 
though,  his  biggest  worry  is  romance.  His 
girlfriend  of  eight  years  recendy  dumped 
him,  and,  strange  to  say,  he  is  having  trou- 
ble finding  a  new  one.  He  sighs:  "I  know 
too  much  about  women."  F 
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Remade  in 
America 

JAMEY  BENNETT  started  off  manufacturing 
his  reading  lamps  in  China.  Now  he  uses  a 
U.S.  plant— and  it  has  nothing  to  do  with 
patriotism    by  john  turrettini 


IF  VOL"  HAVE  1NYFN  I  ED  A  NOVEL  READ- 
ing  Limp,  the  next  step  is  to  have  it  made 
in  Asia,  right?  That  didn't  work  out  for 
lames  Bennett.  It  wasn't  iust  the  midnight 
calls  to  Guangdong  Province.  China  that 
got  to  him,  or  the  hassle  of  changing  man- 
ufacturers when  the  first  one  refus 
accommodate  his  suggestions.  The  final 
straw:  When  he  ordered  5.000  LightWedge 
devices,  only  2,000  arrived,  tour  months 
late  and  many  with  lenses  scratched  and 
"some  kind  of  mysterious  goop"  on  the 
clear  plastic  surface.  Even  before  the  dam- 
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aged  shipment,  the 
delay  had  already  cost 
him  $1.5  million  in  lost 
wholesale  revenues. 

A  big  setback  for  u. 
guy  who'd  thought  up 
die  idea  at  age  1 7  as  an 
adjunct  to  his  collection 
of  neon-light  parapher- 
nalia for  beer  drinkers. 
Three  years  ago  Bennett 
put  the  dream  to  work 
by  spending  S30  on 
acrylic,  switches  and  alu- 
minum. His  idea  was  to 
modify  the  so-called 
light  pipe  effect,  where 
light  beamed  in  on  the 
top  edge  of  a  piece  of 
glass  comes  out  the  bot- 
tom edge.  His  innova- 
tion was  to  shave  a  hard- 
cover-size flat  piece  of 
clear  acrylic  into  a  gen- 
de,  continuous  wedge, 
with  light-emitting 
diodes  shooting  light 
into  the  fat  top  end  of 
the  wedge;  the  gradual 
fall-away  of  the  glass 
forces  the  light  out 
evenlv  across  the  surface, 
illuminating  the  page 
beneath  it.  Result:  better 
light  distribution  than 
standard  lamps  and 
minimal  excess  glare  to 
disturb  bedmates. 

Prototype  in  hand, 
Bennett  wasn't  ready  to 
start  making  the  Light- 
Wedge  yet  "  Build  it  and  they  will  come'  is 
the  stupidest  business  plan,"  he  says,  "You 
have  to  get  demand  first."  He  should  know. 
As  cofounder  of  Internet  home  loan 
provider  LendingTree  in  1996,  Bennett 
built  a  Web  site  and  amassed  hundreds  of 
loan  applications  before  approaching 
banks.  (He  cashed  out  of  LendingTree, 
pocketing  an  estimated  $2  million.) 

Bennett's  first  plan  of  attack  with 
LightV  to  hit  up  contacts  he  had 

in  the  book  industry,  where  he'd  made 
his  first  million  at  the  age  of  27.  That's 


when  he  sold  an  umbrella  Web  site 
publishers,  called  BookWire,  to  a  unit  oi 
fteed  Elsevier.  Old  connections  openec 
doors  at  Barnes  &  Noble;  he  cold-callec 
Levenger,  the  mail-order  vendor  of  turnip 
ture  and  gadgets  for  readers.  They  likec 
what  they  saw.  "The  LightWedge  defij 
nitely  had  'ooh'  quality,"  says  Steven  Lev- 
een,  Levenger's  president. 

With  commitments  for  orders,  Ben- 
nett plowed  in  another  $60,000  to  com 
plete  the  design  and  engineering.  He  then 
met  with  a  Taiwanese  trading  company  to 
get  to  a  factory  in  southern  China.  With 
another  580,000  of  his  own  for  letters  o) 
credit,  he  bought  the  tooling  in  China  and 
began  production  in  early  spring  2002. 

For  the  first  several  months  it  all 
hummed  along  nicely — until  plans  for  a 
paperback-size  version.  The  factory 
brushed  aside  all  requests  for  any  modifi- 
cation to  the  original  design.  Fed  up,  he 
took  his  new  business  to  a  plant  in  Shangi 
hai  Mistake:  The  factory  couldn't  product 
the  right  plastic  textures  or  build  to  spec 
Bennett  spent  months  rejecting  faulty 
prototypes.  The  late,  defective  shipment; 
proved  a  breaking  point.  "If  I  spent  a  wel 
out  of  every  month  in  south  China  ova 
seeing  every  detail,  I  could  get  what  I  want, 
no  problem,"  says  Bennett.  "But  I  don'l 
have  the  resources  to  do  that." 

Time  for  a  radical  fix — bringing  the 
manufacturing  back  home.  He  solicited  five 
bids  for  the  work.  A  Canon  factory  in  New- 
port News.  Va.  that  makes  laser  printers  and 
cartridges,  among  other  things,  won. 
Within  three  months  LightWedge  was  back 
in  production.  It  was  a  cosdy  move: 
$140,000  in  new  tooling  and  $40,000  in  dies 
still  in  Shanghai.  Bennett  also  took  a  hit  to 
the  bottom  line:  Unit  costs  in  the  LT.S.  are 
20°  b  higher  than  in  China.  All  worth  it,  says 
Bennett,  adding  that  the  plant  is  turning 
out  "beautiful  stuff."  He  is  paying  $8  apiece 
for  reading  lamps  that  retail  Ut  Barnes  & 
Noble)  for  $35.  He's  counting  on  netting 
$200,000  pretax  on  sales  of  nearlv  $2  mil- 
lion for  2003. 

Once  revenues  reach  $  10  million  or  so, 
Bennett,  now  33,  plans  to  sell  the  Nan- 
tucket. Mass.-based  firm  and  may  launch 
some  new  consumer  product.  If  he  does, 
you  can  bet  it  will  be  made  in  .America.  W 
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Pop  Music 


Former  Internet  wunderkind  Jeffrey  Arnold  is  back  with  a  wild  invention— a 
way  to  distribute  songs  and  videos  in  beverage  cups. 


BY  MONTE  BURKE 

ANTHONY  MISSANO,  AN  EXECUTIVE  AT  SBARRO,  WAS 
looking  for  a  way  to  attract  teens  to  the  pizza-and- 
pasta  chain  when  a  soft  drink  sales  rep  handed  him  a 
fountain  drink  with  a  mini  music  CD  tucked  inside 
the  plastic  lid.  Intrigued,  Missano  ordered  500,000  of 
the  lids,  which  featured  four  songs  from  a  quartet  of  fringe 
bands,  and  offered  them  with  large  drinks  for  up  to  $1.99  each 
last  fall.  He  figured  it  would  take  12  weeks  for  the  700-unit  chain 
to  sell  all  of  the  CDs.  They  disappeared  in  just  7  weeks  and  in  the 
process  raised  drink  revenue  30%. 

Missano  has  ordered  2  million  more  of  the  mini  CDs,  the  lat- 
est an  exclusive  mix  of  music  from  Britney  Spears,  Bubba 
Sparxxx  and  Black  Eyed  Peas.  "We're  hitting  our  target  audience, 
getting  the  association  with  technology  and  music,"  Missano 
says.  "It's  exciting!" 

His  enthusiasm  is  no  match  for  Jeffrey  Arnold's.  LidRock,  as 
the  CDs  and  the  company  that  sells  them  are  known,  is  headed 
by  Arnold,  a  dealmakei  who  also  founded  WebMD.  That  Inter- 
net medical  site  is  finall)  ekin  profit,  but  the  irrepressible 
Arnold,  34,  has  not  slowed  down  Within  a  year  of  forming 
LidRock  in  January  2003,  Arnold  has  sold  10  million  LidRock 
CDs  through  fast-food  outlets  u  ks  and  movie  theaters. 
At  Regal  Cinemas,  lot  insta  rs  arc  now  offered 
drinks  topped  with  CI  and  DVD  !  -I  limes  and  music 
videos  from  Ashanti,  Jessica  Sim  Presley.  The  3- 
inch  and  5-inch  CDs  ^>m  be  played  on  ste    os  and  computers. 

Arnold  is  inking  deals  to  put  LidRock  tops  on  fountain  bev- 
erages at  Universal  Studios  Theme  Parks,  Nascar  events  and  HI' 
convenience  stores  in  2004.  Ami  there  arc  mam  more  deals  to  be 
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done:  Arnold  likes  to  remind  potential  partners  that  21  billion 
large  fountain  drinks  will  be  sold  in  the  U.S.  this  year. 

MGM  is  starting  to  put  movie  trailers  on  DVD-lets.  A  bever 
age  company  is  interested  in  using  LidRock  to  distribute  15' 
minute  comedy  shorts.  Electronic  Arts  plans  to  put  a  sample  ot 
The  Need  for  Speed  Underground  videogame  on  fountain 
drinks  sold  at  BP  convenience  stores.  This  month  a  test  version 
of  its  Sims  2  is  available  with  beverages  at  Adanta-area  McDon 
aid's.  "We've  had  to  convince  the  marketplace  that  this  is  a  mas 
sive  distribution  opportunity,  one  that's  more  accessible  than 
traditional  retail,"  Arnold  says. 

And  that's  only  the  beginning.  Arnold  plans  to  start  putting 
full-length  movies  on  LidRock  DVDs.  The  lid  flicks,  due  out  in 
May,  will  be  offered  (with  drink)  for  $4 — and  they  will  only  be 
watchable  for  60  hours  from  the  time  the  DVD  is  removed  from 
the  lid.  The  DVDs,  manufactured  for  a  New  York  City  firm  called 
Flexplay,  change  color  when  they  are  exposed  to  air,  eventually 
making  them  unreadable.  Movie  studios  aren't  worried  about 
the  impact  on  sales  because  people  who  want  to  put  a  flick  in  a 
collection  will  need  to  buy  a  standard  version. 

Arnold,  a  natural  salesman,  has  a  knack  for  landing  partners 
with  big  pockets.  At  WebMD,  which  he  founded  in  1998,  he  con- 
vinced Microsoft,  DuPont  and  News  Corp.  to  shell  out  about 
$1.5  billion  to  support  the  health  services  network.  Selling 
LidRock  to  retail  and  entertainment  companies  takes  just  as 

much  finesse. 

....  .  ,       c      ,     Fries  with  that?  Jeffrey 

Mov,e  theaters  and  fast-food    Arnold  ,ooks  t0  celebS  like 

restaurants  are  easiest  to  woo.  The    Ashanti  to  move  songs  and 

lids  help  them  sell  high-margin    flicks  on  fountain  drinks. 


Marketing 


Sip  and  spin:  LidRock  entertainment  fits  inside  the  plastic  tops  on  large  fountain  drinks. 


fountain  drinks.  The  entertainment  con- 
nection also  appeals.  Companies  that 
wouldn't  have  a  prayer  of  landing  an 
endorsement  deal  with  Britney  Spears, 
whose  picture  graces  one  LidRock  CD, 
still  get  her  face  on  their  drinks. 

The  implied  endorsement  worries 
some  entertainment  companies.  But 
Arnold  has  persuaded  Arista,  Interscope, 
Sony  and  Def  Jam  that  LidRock  exposure 
will  boost  CD  sales.  He  puts  a  link  on  the 
CDs  to  LidRock's  Web  site,  where  con- 
sumers can  download  movie  tickets, 
songs  and  coupons.  The  pitch  is  timely, 
since  music  labels  are  looking  for  a  way 
to  boost  sales  in  the  age  ol  Internet 
downloading. 

The  money  doesn't   hurt,   either. 
I  idRock  shells  out  23  cents  to     ;  >ufac- 
ture  each  CD.  It  pays  up  to  15  cents  6 
content.  It  sells  the*  Ds  to  restaurants  and 
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so  on  at  70  cents.  Distributors  either  offer 
the  LidRocks  for  free  or  sell  them  for  an 
average  of  $1.  If  they  charge,  they  have  to 
split  the  gross  profit  with  the  entertain- 
ment providers. 

Privately  held  LidRock  pulled  in 
$8  million  in  revenue  in  the  fourth  quar- 
ter of  2003.  It  was  in  the  red  last  year,  but 
Arnold  boasts  that  LidRock  can  break 
even  this  year  on  $50  million  in  revenue. 
This  is  his  chance  to  spin  a  comeback. 

Arnold,  who  started  WebMD  with 
money  he  made  from  a  heart  monitoring 
device,  left  the  Internet  health  services 
company  in  2000  as  its  stock  tanked, 
tailing  from  $70  to  $10.  (He  escaped  with 
a  fortune  of  perhaps  $100  million  from 
selling  much  of  his  WebMD  stock.)  At  the 
time  the  company  was  having  trouble 
getting  doctors  to  use  the  site  for  office 
management    and    insurance    claims. 


Swears  Arnold:  "I'll  never  go  publw 
again." 

,  He  didn't  plan  to  head  a  compan.) 
again,  either.  But  then  a  colleague  at  hij 
Atlanta  investment  company,  Convej 
Group,  passed  him  a  plastic  lid  with 
coupon  attached  to  it  in  August  2002.  A) 
the  time  he  was  looking  only  for  money- 
making  opportunities  for  Convex.  Buj 
after  meeting  with  the  creators  of  the  in- 
lid  CDs,  Strategic  Integration,  Arnold  saw 
a  lot  of  potential  and  decided  he  was  th« 
guy  to  mine  it. 

He  started  dialing  for  dollars.  His  firsi 
calls  went  to  investors  who  had  mad< 
money  by  betting  on  WebMD.  One  o) 
them,  Lucius  Burch,  a  venture  capitalist 
from  Nashville,  made  $50  million  after 
putting  just  $1  million  into  the  medical 
site.  He  didn't  know  much  about  enter- 
tainment or  the  fountain  drink  biz,  but  he 
knew  Arnold.  "What  sells  me  every  time 
is  Jeff,"  says  Burch.  It  didn't  take  long  foi 
Arnold  to  raise  $25  million  from  fivt 
investors.  That  money  helped  provide  the] 
cash  to  secure  19  in-lid  distributior; 
patents  owned  by  Strategic  Integration/ 
Avecmedia  and  other  electronics  firms.  Il 
also  gave  the  investors  a  one-third  stake  ic 
Convex,  which  owns  100%  of  LidRock. 

While  keeping  potential  competitors- 
at  bay,  Arnold  wants  to  get  LidRock'; 
partners  to  bear  some  of  its  cost  of  mak-i 
ing  the  CDs  and  the  lids.  He  needs  t<j 
boost  LidRock's  value  to  distributors  bj 
offering  content  that's  exclusive  to  their 
and/or  affords  the  masses  some  reason 
for  going  out  of  their  way  to  buy  a  drink 
For  instance,  BP  convenience  stores  might 
be  the  only  place  customers  can  get  a  cer- 
tain music  mix  or  video.  He's  also  urging 
distributors  to  train  employees  to  hawk 
CDs  and  explain  how  LidRock  works. 

Arnold  still  needs  to  prove  he  can  sus- 
tain a  business  beyond  the  initial  flurry  ol 
excitement  from  investors  and  corporate 
partners.  "If  it  becomes  just  a  toy  in  th« 
box  of  a  Happy  Meal,  then  we're  just  t 
promotional  company  and  we'll  make  l 
modest  profit,"  says  investor  Bippy  Siegal. 
chairman  of  Raycliff  Investments  in  New 
York.  "But  if  it  keeps  moving  in  the  direc 
tion  it's  going  and  fast-food  restauran' 
are  making  good  margins  on  the  produc 
we'll  be  bigger  than  Napster." 
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Chipmakers  are  looking  at  one  of  their  best  years  in  2004.  That's  why  you  should  avoid 
them-with  certain  exceptions  i  by  deborah  orr 


HRISTMAS  CAME  I-  \S  i  ,  FOR  CHIPMAKERS.  PERSONAL 
!  computers,  cell  phones,  DVD  players  and  other  sili- 
con-powered gad.  e  been  sailing  off  the 
|  shelves.  Intel,  Texas  in-  uments  and  National  Semi- 
conductor raised  sales  and  profit  estimates  in  the  past 
two  months.  Flash  memory  buyers  are  scrambling  to  find  what 
they  need,  and  capacity  utilization  is  revving  up  to  around  90%, 
from  82%  at  the  beginning  oi  2003.  Thai  might  not  sound  like 
much,  but  90%  is  where  price  increases  start  to  take  hold. 
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Those  few  percentage  points  can  mean  the  difference  between  a 
profit  and  a  loss. 

"We're  making  more  chips  than  ever,"  says  Fred  G.  Ram- 
berg,  a  former  chip  equipment  executive  who  now  advises  hedge 
funds  about  the  industry.  Worldwide  semiconductor  produc- 
tion, 23  billion  integrated  circuits  last  quarter,  now  exceeds  its 
rate  in  the  previous  peak,  in  third-quarter  2000. 

All  this,  paradoxically,  makes  for  a  bad  time  to  buy  chip 
stocks.  They  anticipated  the  volume  upturn  and  have  had  their 


li 


n.  In  early  December  the  Philadelphia  Semiconductor  Index 
twice  its  February  low.  The  biggest  surges  have  come  from 
mpanies  making  low-end  chips  used  in  consumer  machines 
nging  from  TVs  to  autos:  National  Semiconductor,  for 
stance,  has  nearly  tripled  since  last  winter.  Price/earnings  mul- 
les,  where  they  are  not  meaningless  by  dint  of  losses,  are 
zzying.  National  Semi  goes  for  141  times  trailing  earnings.  Try 
make  some  sense  of  these  prices  by  looking  at  enterprise  mul- 
)les  (equity  market  value  plus  debt  minus  cash,  all  divided  by 
rnings  before  interest,  taxes  and  depreciation)  and  you  still 
ve  to  conclude  that  the  business  valuations  are  quite  steep  {see 
ble).  Bear  in  mind  that  enterprise  multiples  deserve  to  be  lower 
this  field  than  in,  say,  publishing,  because  capital  expenditures 
e  a  real  cash  drain.  Semiconductor  manufacturing  gear  wears 
t  or  becomes  obsolete  in  the  space  of  a  few  years. 
Semiconductors  are  a  binge-and-purge  business.  As  soon  as 
es  pick  up,  so  do  orders  for  new  equipment — and  oversupply 
evitably  follows.  In  the  new  year  Semiconductor  Equipment 
id  Materials  Institute,  an  industry  association,  forecasts  that 
es  to  chip  companies  will  expand  39%. 
Most  integrated  semiconductor  companies,  the  ones  that 
th  design  and  manufacture  chips,  are  just  now  beginning  to 

nest  in  new  equipment.  By  2005  Asia  will  outfit  as  many  as  ten 

ew  fabrication  plants,  according  to  Isuppli,  a  market  research 

rm.  Who  is  going  to  buy  all  those  chips  that  spew  out?  The 

row  th  rates  for  new  cell  phones  (20%)  and  personal  computers 
may  be  dwarfed  by  the  amount  of  new  supply  the  semi- 
inductor  industry  has  in  store  for  2004  and  beyond. 

At  S2  billion  to  S3  billion  each,  it's  not  just  the  cash  outlay 

>r  the  next  generation  of  fabs  that  is  scary.  It's  that  the  new 

lants  will  increase  output  volumes  by  scaling  up  from  8-inch 

o  12-inch  slices  of  silicon  at  the  start  of  the  assembly  line. 

/'sing  a  new  manufacturing  technology  and  a  12-inch  wafer, 

ntel  says  it  can  get  up  to  four  times  as  many  chips  as  it  can 

-om  an  8-inch.  But  to  cover  the  stagger- 

ig  depreciation  on  the  equipment,  the 

hipmaker  must  keep  the  factory  hum- 

ning  at  80%  of  capacity.  Factories  are 

neeting  that  test  now.  They  will  be  hard- 

•ressed  to  meet  it  in  the  years  ahead. 
China  is  more  of  a  competitive  threat 

han  it  was  during  the  last  boom.  When 

J.S.  chipmakers  saw  their  prices  fall  as 

nuch  as  90%  post-2000,  they  did  the  smart 

hing:  They  closed  down  plants  and  laid  off 

vorkers.  The  old  equipment  didn't  disap- 

>ear;  it  resurfaced  in  China.  At  the  moment 

he  technology  at  most  Chinese  plants  is 

wo  generations,  or  three  to  five  years, 

>ehind  that  of  the  newest  U.S.  plants.  That 

neans  the  lines  etched  in  the  chips  are  500 

tanometers  wide  in  much  of  China,  90 

lanometers  in  the  most  advanced  U.S.  fac- 

ories.  But  the  Beijing  government  has 


great  plans  to  leap  forward.  More  than  400  semiconductor  design 
centers  have  sprung  up  across  China,  according  to  Isuppli,  and 
the  technology  gap  will  close  significantly  by  next  year.  As  it  has 
done  in  other  businesses,  China  has  shown  it  can  expand  despite 
worries  over  profitability  or  intellectual  property  rights.  Digital 
circuits  are  in  fact  easier  to  reverse-engineer  than  analog  circuits, 
which  are  part  art  and  part  science. 

If  U.S.  chipmakers  aren't  quaking  yet,  that's  because  it  can 
take  two  years  to  reverse-engineer  a  technology  with  a  six- 
month  life  span.  Perhaps  they  should  be  more  worried,  espe- 
cially if  they  have  big  overseas  sales,  as  many  do.  One  prescient 
exception  is  Intel,  which  already  sees  China  as  a  threat,  says 
Howard  High,  the  company's  strategic  communications  man- 
ager. Reason:  72%  of  Intel's  sales  come  from  overseas.  Most  of 
the  growth  is  coming  from  Asia,  particularly  China. 

Even  with  old  technology,  a  huge  new  entrant  in  the  chip- 
making  sector  can  wreak  havoc  with  prices.  Until  2000  most  of 
the  chips  produced  in  China  went  into  domestically  produced 
goods,  and  China  was  relatively  isolated  from  the  international 
market.  But  by  2002  Chinese  foundries  (plants  that  take  in  out- 
side work)  started  competing  for  international  business.  And 
not  all  of  their  capacity  is  old.  China  has  7  plants  under  con- 
struction that  can  accommodate  equipment  capable  of  handling 
12-inch  wafers  (the  plants  must  be  built  a  certain  way  to  do 
this).  By  next  year  it  will  have  11.  Right  now  China  has  4%  of 
the  world's  manufacturing  capacity  in  chips.  By  2007  it  will  have 
9%,  says  Isuppli,  while  the  U.S.  share  shrinks  by  five  percentage 
points  to  13%. 

Morris  Chang,  the  founder  and  chief  executive  of  Taiwan 
Semiconductor  Manufacturing  Co.,  or  TSMC,  the  leader  in  chip 
foundry  work,  told  a  Silicon  Valley  conference  this  fall  that  the 
good  times  for  chipmakers  will  slow  in  2005 — and  China  will 
be  the  main  reason.  Especially  hurt  will  be  makers  of  second-tier 
chips  Rohm  and  Episil  Technologies,  and  memory  makers  such 


TheXharge  of  the  Chips 


Their  stock  prices  are  up  near 
multiples,  show  how  pricey  the 

Company 

their  highs  while  valuations,  as  se< 
y  are.  And  the  shorts  are  largely  s 
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as  Infineon  Technologies  of  Germany,  Micron  Technology  of 
the  U.S.  and  Elpida  Memory  of  Japan.  The  Semiconductor 
Industry  Association  tempered  its  usually  bullish  forecasts  with 
a  prediction  that  revenues  for  memory  chips  next  year  could  fall 
by  as  much  as  10%,  after  leaping  35%  this  year. 

You  can  find  U.S.  chip  firms  that  are  likely  to  survive  the 
coming  bloodbath.  Intel,  master  of  microprocessors,  is  one.  At 
45  times  trailing  12-month  earnings,  Intel 
isn't  cheap.  And  it  hasn't  triumphed 
across  the  board.  The  shares  fell  in  early 
December  after  the  company  announced 
a  writeoff  in  its  fledgling  telecom  busi- 
ness. But  Intel  enjoys  a  Microsoft-like  near-monopoly  in  its  core 
market;  it  sells  83%  of  microprocessors  used  in  PCs  and  86%  of 
those  in  laptops. 

Despite  challenges  to  its  overseas  market  from  China  and 
price-cutting  in  the  domestic  market  from  Advanced  Micro 
Devices,  Intel  boasts  an  operating  margin  of  29%.  With  $9.4  bil- 
lion of  cash  on  hand  and  next  to  no  debt,  it  can  afford  to  con- 
struct the  efficient  factories  that  will  help  it  stay  a  step  ahead  of 
price  erosion  and  develop  premium  products  that  command 
high  prices.  Most  other  chipmakers  have  slid  into  the  red  in 
recent  years;  Intel  hasn't  had  a  loss  year  since  1986. 

Among  gearmakers  the  leader  is  Applied  Materials,  with  an 


expected  $7.3  billion  in  sales  for  2004.  The  new  Asian. factorie 
alone  will  keep  the  company  busy  for  awhile.  Applied — a  soliil 
company  but  no  great  bargain — also  sells  equipment  to  makl 
liquid  crystal  displays,  an  industry  growing  far  faster  than  its  sill 
icon  cousins.  At  45  times  the  earnings  expectation  for  2004] 
Applied's  shares  already  incorporate  the  good  news. 

A  third  survivor  is  TSMC.  Its  orders  are  record-breaking  an< 

The  exceptions  to  the  pessimism  are 
Intel,  Applied  Materials  and  TSMC. 

its  operating  margin  in  the  third  quarter  jumped  from  21%  ii 
2002  to  30%  in  2003.  Up  just  35%  over  the  past  52  weeks  to  $10 
these  American  Depositary  Receipts  are  somewhat  over 
looked — in  comparison  with  U.S.  chipmakers.  At  this  prio 
TSMC  goes  for  44  times  trailing  earnings  and  19  times  estimated 
If  you  want  to  speculate,  buy  a  put  option  on  the  semicon 
ductor  HOLDRs  trust,  a  derivative  that  mimics  the  benchmarl 
Philadelphia  Semiconductor  Index.  The  HOLDRs  (ticker:  SMH 
recently  closed  at  $40.  A  May  put  with  a  strike  of  $37.50,  nea 
the  spot  price,  will  cost  you  $255,  or  6.4%  of  the  value  of  thi 
underlying  HOLDR.  The  put  (SMHQU)  trades  on  the  Amex  anc 
four  other  exchanges. 


►      HOLDUP     TO      MIRROR.     ANSWER      HO  NE  STLY.    i 


A  simple  question.  And  one  that  gnaws  at  you,  keeping  you  up  at  night.  But  with  the  right  knowledge,  you  can  le 
motivate,  and  inspire  your  team.  Wharton  Executive  Education  is  renowned  for  a  curriculum  that's  as  intensive  as  i 
valuable.  Proven  leadership  methods.  Key  insight.  Cutting-edge  techniques.  Great  leaders  never  stop  growing.  Will  yc 
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JHE  FORBES  CRITICAL  POWER  FORUM 

<e  Security  of  Our  Electrical  Sources:   How  It  Impacts  our  Economy  and  Our  Companies 

January  22,  2004  at  the  Plaza  Hotel,  New  York.  — ••' 

e  First  Annual  Forbes  Critical  Power  Forum  will  shine  a  bright  light  on  the  crucial  issues 

ing  businesses  where  a  secure,  and  continuous  sources  of  high  quality  power  is  vital  —  from 

ill  Street  to  main  street.  With  invaluable  input  and  analysis  from      r —  s 

Critical  Power: 

Iders  in  critical  power,  Homeland  Security  and  technology,  you        A  reliable,  constant 
flow  of  energy 
I  get  timely  and  actionable  information  detailing  strategies  for        required  by  digital 
,  ..  technology 

tter  power  security  and  economic  competitiveness. 

FACT:  The  digital 
technology  that 
powers  our  innovation 
relies  on  a  steady 
source  of  energy  that 
is  built  on  a  decaying 
power  grid  increasingly 
vulnerable  to  human 
error,  threats  of 
nature  and  terrorism. 
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ritical  Power:  Bringing  Real  Solutions  to  Light 

•ata  Preservation:  All  is  Not  Lost 

ower  Continuity  during  Emergencies: 
rom  Public  Safety  to  Financial  Services 


Powering  Economic  Growth  in  Digital  Technologies 
Merging  Public  and  Private  Goals  for  Power  Security 

Integrated  Solutions:  Power  Security  and 
Economic  Competitiveness. 
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TAXING  MATTERS 


The  January  Effect 

It's  not  too  late— or  too  early— to  do  a  little  tax  planning. 


BY  ASHLEA  EBELING 

Yes,  even  in  January,  there  are  a 
few  smart  moves  left  for  the 
previous  year's  taxes.  And 
there's  much  to  do  now  for 
the  new  year. 
Fund  shelters 

Individual  Retirement  Accounts  are  kind 
to  procrastinators.  If  you're  eligible  to 
contribute  to  a  Roth  or  deductible  IRA 
for  2003,  you  can  do  so  until  Apr.  15. 
Couples  with  income  of  up  to  $150,000, 
or  singles  earning  $95,000  or  less,  can  put 
$3,000  each  ($3,500  for  those  50  or 
older)  in  a  Roth.  The  money  isn't  de- 
ductible, but  later  on,  withdrawals  are  tax 
free.  Deductible  IRAs  (with  the  same 
maximum  contributions)  are  available 
to  those  with  lower  incomes  or  without 
any  other  pension.  (Nondeductible  tax- 
deferred  IRAs  are  open  to  all  but  are  not 
worth  it,  given  the  current  low  top  15% 
tax  rate  on  long-term  capital  gains  and 
dividends.)  While  you're  at  it,  consider 
doubling  up  and  making  your  2004  IRA 
contributions  in  January,  too. 

Couples  earning  $190,000  or  less  have 
until  Apr.  15  to  put  $2,000  per  child  (or 
grandchild  or  niece  or  nephew)  in  a 
Coverdell  Education  Savings  Account  for 
2003.  As  with  a  Roth,  contributions  are 
not  deductible.  But  earnings  are  tax  free 
when  withdrawn  for  education.  (Warn- 
ing: Coordinate  with  other  donors.  Only 
$2,000  per  child  is  allowed,  no  matter 
how  many  taxpayers  contribute.) 

Self-employed?  You  can  set  up  and 
fund  a  Simplified  Employee  Pension  plan 
until  Apr.  15,  or  if  you  get  an  extension, 
the  date  you  file  your  return.  The  maxi- 
mum SKI'  contribution  for  2003  is  20%  of 
your  net  earnings,  up  to  $40,000.  So 
you'll  need  to  know  your  2003  earnings. 
Consider    estab  i    one-person 

401  (k)  for  2004  late  to  open  one 

for  2003,  but  de] 

income,  a  401  (k)  ma)  allow  you  to  sock 
away  more  pretax  dollars  in  2004. 


Redo  estimates 

If  you  pay  estimated  taxes,  do  some  cal- 
culations before  writing  out  that  last  2003 
payment,  due  Jan.  15.  The  May  2003  tax 
cut  means  you  may  already  have  over- 
paid— or  at  least  owe  less  than  you 
expected.  A  lot  of  folks  will  be  getting 
refunds  this  year  and  ought  to  file  early, 
says  Mark  Luscombe,  an  analyst  with  tax 
publisher  CCH. 
Rethink  Roth  conversions 
The  tax  cuts  have  made  this  a  fine  time  to 
convert  a  traditional  IRA  to  a  Roth — you'll 
pay  taxes  at  today's  low  rates  on  the  con- 
verted amount,  and  any  further  growth 
will  be  tax  free.  But  to  convert  you  must 
have  adjusted  gross  income  of  $100,000 
or  less  (that's  before  conversion;  the  ceiling 
is  the  same  for  couples  and  singles).  If 
you've  already  converted  and  your  AGI 
comes  in  too  high,  you'll  have  to  switch 
back.  Or  if  your  account  has  dropped  in 
value  since  you  converted,  you  may  want 
to  undo  the  conversion;  you  have  until 
Apr.  1 5  or  your  extended  due  date. 
Start  giving 

You  can  give  anyone  else  $1 1,000  a  year 
without  worrying  about  gift  tax.  It's 
common  to  do  this  at  year's  end.  But  it 
makes  sense  to  do  your  Santa  act  early. 
"No  one  has  any  certainty  that  they  will 
live  until  the  end  of  the  year,"  says  Grand 
Rapids,  Mich,  trusts  and  estate  lawyer 
Mark  Harder.  Consider  giving  the  kids 
that  tech  stock  that's  had  a  big  run-up 
and  is  ripe  for  sale.  They'll  likely  pay  just 
a  5%  capital  gains  rate,  versus  the  15% 
you'd  pay.  And  if  your  teenage  grandkids 
or  kids  had  earned  income  in  2003,  they 
can  use  your  early  2004  gift  to  open  a 
Roth  IRA  for  2003. 

What  if  you  are  giving  away  assets  that 
require  an  appraisal  for  gift  tax  purposes, 
such  as  family  limited  partnership  shares? 
Then  it  makes  sense  to  bunch  your  annual 
gifts,  making  them  Dec.  3 1  and  Jan.  1 .  That 
u.i    oi  e  appraisal  covers  two  tax  years. 


Capitalize  on  low  rates 

Low  interest  rates  make  certain  tax-sav- 
ing strategies  such  as  grantor-retainec 
annuity  trusts  and  charitable  lead  trust? 
especially  attractive.  But  low  rates  won'^ 
last  forever.  "These  are  things  you 
shouldn't  think  about  doing  on  Dec.  If 
for  the  current  year  or  you'll  be  sweating 
it,  trying  to  get  the  paperwork  done  or 
time,"  says  Raymond  Russolillo,  directoi 
of  tax  consulting  services  with  U.S.  Trust 
in  New  York. 
Think  about  timing 
With  all  the  gotchas  in  the  tax  code  anc 
with  the  Alternative  Minimum  Tax  hit- 
ting more  taxpayers,  it  pays  to  time  youi 
income  and  deductions  to  the  extent  you 
can.  Is  2004  a  year  you're  sure  to  be  pay- 
ing AMT?  That  could  mean  you  shoulc 
consider  recognizing  more  income  this 
year.  Or  might  2004  be  a  year  you  car. 
hold  your  AGI  under  $100,000  to  conven 
that  traditional  IRA?  "If  you  plan  for  these 
things  earlier  in  the  year,  you're  more 
likely  to  be  able  to  achieve  your  goals  thar 
if  you  wait,"  says  Luscombe. 
Consider  a  Health  Savings  Account 
These  new  accounts,  created  in  the 
Medicare  drug  subsidy  law,  allow  individ- 
uals to  stash  pretax  dollars  (up  to  $2,60C 
for  singles,  $5,150  for  families  and  more 
if  you're  55  to  64)  into  an  account  thai 
grows  tax  free  if  used  for  medical 
expenses.  You  must  combine  this  accounl 
with  a  high-deductible  insurance  policy. 
So  at  first  this  will  be  an  option  only  il 
you're  self-insured  or  own  the  compan) 
and  get  to  pick  the  insurance.  But  watch 
these  accounts;  you  may  want  to  lobb) 
your  employer  for  one.  F 
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For  more  financial  stats,  go  to  www.forbes.com/makers. 


Hole  in  the  Umbrella 


CITIGROUP  (48,  C),  the  Enron  debacle  behind  it,  is  once  again  a 
Wall  Street  darling,  with  the  stock  up  31%  in  2003.  At  the  finan- 
cial Goliath  with  the  umbrella  logo,  third-quarter  earnings,  at 
$4.7  billion  (on  $19.4  billion  in  revenue),  grew  a  heady  20%. 

Alas,  that  big  increase  is  unlikely  to  be  repeated  soon,  despite 
the  economic  recovery.  While  lending  is  up,  the  amount  the  bank 
is  putting  away  for  bad  loans  hasn't  kept  pace,  so  loan-loss  re- 
serves are  proportionately  at  their  lowest  point  since  early  2001, 
2.55%  of  all  loans.  In  the  third  quarter  of  2003  Citi  added  only 
$1.6  billion  to  reserves,  down  from  $2.7  billion  the  same  quarter 
the  previous  year.  As  a  result  the  financial  conglomerate  was  able 
to  add  $699  million  aftertax  to  its  third-quarter  earnings.  Without 
that  gift,  says  analyst  Brian  Shullaw  of  research  firm  SNL  Financial, 
Citi's  profits  would  have  grown  a  mere  2%  in  the  quarter. 

Citi's  position  is  that  it  can  afford  less  reserve  protection  be- 
cause bad-loan  charge-offs  are  lower  in  good  times.  True,  charge- 
offs  fell  12%  in  third-quarter  2003.  But  worrisomely,  the  amount 
added  to  reserves  dropped  even  faster,  by  40%.  The  addition  of 
Sears,  Roebuck's  credit  card  unit  ($29  billion  in  receivables)  in  the 
fourth  quarter  may  lower  the  quality  of  Citi's  loan  portfolio. 


Good  times  ahead  for  Citi?  Then  why  did  Chairman  San 
ford  Weill  sell  one-fourth  of  his  shares  in  October?  Weill,  who  I 
has  stepped  down  as  chief  executive,  says  he  wants  to  rearrange  | 
his  holdings  in  light  of  his  new  role.  Well,  Sandy  Weill  is  no  fool 
Short  the  stock  and  cover  at  $40.  — Michael  K.  Ozanian 


Cleaning  Up 

If  anyone  needs  a  repairman,  it's  got 

to  be  MAYTAG  (27, 
MYG),  the  number 
three  U.S.  maker  of 
white  goods — wash- 
ing machines,  dryers 
and  refrigerators — 
behind  Whirlpool 
and  General  Electric. 
For  2003  through 
Sept.  30  revenues  were  flat  at  $3.5  billion, 
while  earnings  were  halved,  to  $96 
million. 

But  Raymond  James  analyst  Samuel 
Darkatsh  says  Maytag  deserves  another 
look.  Maytag  is  gaining  market  share  in 
big  appliances,  with  snazzy  new  products 
like  its  stainless-steel,  three-rack  dish- 
washer and  its  lavish  Neptune  laundry 
machines.  In  vacuum  cleaners  it  is  belat- 
edly joining  the  industry  trend  favoring 
cheap  models  (nowadays  more  reliable). 
Debt  and  costs  are  down.  At  1  1  tunes 
trailing  earnings,  this  is  a  cheap  contrar- 
ian play.  — Susan  Kitchen* 
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Electrifying 


August's  Northeast  blackout  was  a  mar- 
keting godsend  for  American  power 
conversion  (23,  APCC),  which  provides 
battery  backup  to  small  and  midsize 
companies,  particularly  for  their  com- 
puter systems.  Since  then  the  stock  has 
jumped  43%. 

Now  American  Power  is  moving  into 
the  market  for  big-company  backups. 
Masroor  Siddiqui,  a  Tefferies  &  Co.  ana- 
lyst, notes  that  it  also  has  zero  debt  and  a 
tidy  $800  million  in  cash. 

American  Power  is  on  the  rebound 
from  two  years  of  slumping  sales.  For  the 
nine  months  ended  in  September  rev- 
enues rose  10%  to  $1.03  billion.  Net 
income  doubled  to 
$119  million  (ex- 
cluding an  account- 
ing change,  it  was  up 
a  still-heady  35%). 
Its  prospects  make 
this  company  worth 
its  multiple  of  31. 
— Aliya  Sternstein 


Steak  and  Sushi 

Japanese  steak  house  chain  benihana  i 
(13,  bnhna)  made  its  name  in  the 
1970s  with  its  chefs'  tableside  knife 
acrobatics.  But  the  novelty  is  long  spent, 
earnings  are  flat  and 
same-store  sales 
are  down.  What  to 
do?  Sell  cold  fish. 
Benihana  has  open- 
ed ten  sushi  restau- 
rants since  2000 
(called  Haru  and  Ra 
Sushi)  and  plans  on 
launching  four  per  year.  Sushi  is  said  to 
deliver  a  profit  margin  (before  interest 
and  taxes)  of  30%. 

Bruce  Geller,  a  partner  at  money 
manager  Dalton  Greiner  Hartman 
Maher,  thinks  that  the  sushi  concept 
nicely  complements  Benihana's  72  steak 
houses  and  will  get  things  growing 
again.  The  chain  has  low  debt  and  a 
price/earnings  multiple  of  13,  half  that 
of  its  peer  group. 

— Stephane  Fitch 
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HEADPHONES  THAT  OFFER  UNMATCHED  NOISE  REDUCTION 
AND  AUDIO  PERFORMANCE.  WHAT  COULD  BE  BETTER? 

THE  NEW  AND  IMPROVED  MODEL. 


■mhm 

According  to 
CNET.  our  origi- 
nal     QuietComforr 
headphones  "set  the 
gold     standard."     The 
Boston  Globe  wrote,  "With  the 
Bose  Acoustic  Noise  Cancelling 
headsets  on,  the  airplane  roar  became 
a  whisper "  And  now,  respected  audio 
columnist  Rich  Warren  declares  that 
our  newest  QuietComforr  2  head- 
phones "improve  on  perfection." 


Presenting 

The  QuietComfort®2 

Acoustic  Noise 

Cancelling®  Headphones. 


ACCLAIMED  NOISE  REDUCTION. 

We  originally  designed  the 
QuietComfort  headphones  to  make 
air  travel  more  pleasant.  But  headphone  owners  soon 
started  telling  us  how  well  they  work  in  other  noisy  places 
-  trains,  buses,  offices  and  homes. 
Patented  Bose"  technology  electroni- 
cally identifies  and  dramatically 
reduces  noise  while  faithfully  preserv- 
ing the  music,  movie  dialogue  or  silence 
you  want.  The  Philadelphia  Daily  News  says  that  "even  in 
the  noisiest  environment,  wearing  these  phones  creates  a 
calming,  quiet  zone  for  easy  listening  or  just  snoozing." 

OUR  BEST  SOUNDING  HEADPHONES  EVER.  The 

improved  audio  technology  inside  QuietComfort*  2  head- 
phones delivers  sound  so  real, 
even  the  subtlest  nuances  can 
come  shining  through.  As  audio 
critic  Wayne  Thompson  notes, 
"Bose  engineers  have  made  major 
improvements."  The  highs  are  crystal  clear.  The  lows  reach 
out  and  envelop  you.  CNET  reports  "All  sorts  of  music 
-  classical,  rock,  and  jazz  -  sounded  refined  and  natural." 
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ENHANCED  CONVENIENCE. 

These  headphones  are  so  light- 
weight and  comfortable,  respected 
columnist  Rich  Warren  finds 
"It's  easy  to  forget  they  are  on 
your  head."  You  can  use  them 
without  the  audio  cord  to  reduce 
noise.  Or  attach  the  included  cord 
and  listen  to  portable  CD/DVD/MP3 
players,  home  stereos,  computers  and 
in-flight  entertainment  systems.  When 
you're  done,  their  convenient  fold-flat 
design  allows  for  easy  storage  in  your 
bag  or  briefcase. 


to  take  our  word  for  how 


TRY    THEM    FOR    YOURSELF    - 

RISK  FREE.  We  don't  expect  you  to  take  our  word  for  how 

dramatically  our  headphones  reduce 

noise,  how  clean  and  full  they  sound  or 

how  comfortably  they  fit.  So  we  invite 

you  to  try  them  for  30  days.  If  you  can 

live  without  them,  return  them  for  a  refund.  It's  that  simple. 

Order  now 
and  you'll  receive 
a  free  portable 
Bose  CD  Player 

with  skip  protection  -  a  $50  value.  Be  sure  to  ask  about  our 

financing  options  when  you  call.  And  discover  the  kind 

of  performance  that  has  made  Bose  the  most  respected  name 

in  sound. 

CALL  1-800-901-0199,  EXT  Q2207 

For  information  on  all  our  products:  www.bose.com/q2207 
Name 


FREE  Bose  CD  Player 

when  you  order  by 

Feb.  29,  2004. 


Address_ 
City 


State 


-Zip- 


Day  Phone  ( 

Eve.  Phone  ( 

E-mail  (Optional). 


Better  sound  through  research  ■ 


Mail  to:  Bose  Corp.,  Dept.  DMG-Q2207,  The  Mountain,  Ftammgham,  MA  01701-9168 
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Portfolio  Strategy  |  By  Kenneth  L  Fisher 

The  Great  Humiliator 


MOW  LONG  SHOULD  THIS  BULL  MARKET  LAST?  UNTIL 
the  last  bear  cries  uncle.  I'm  waiting  for  most  of  the 
big-name  investors  who  were  pound-the-table  bear- 
ish as  2003  began  to  either  capitulate  or  be  publicly 
ridiculed.  That  hasn't  happened  yet. 
The  market  is  the  Great  Humiliator.  It  wants  to  humili- 
ate everyone  but  has  a  strong  preference  for  the  biggest  and 
most  famous. 

That's  how  the  1990s  boom  played  out.  It  didn't — couldn't 
— end  until  the  seers  who  were  bearish  in  the  mid-1990s 
became  bullish  or  were  derided  as  quacks.  Longtime  bear 
Charles  Clough,  Merrill 
Lynch's  chief  strategist,  was 
openly  fired  and  replaced  by 
longtime  bull  Christine  Cal- 
lies  in  June  2000.  Almost 
perfect  timing — backwards! 
That  was  when  the  two- 
and-a-half-year  bear  market 
was  just  getting  underway. 

Over  those  two  and  a 
half  years  every  important 
bull  either  caved  in  and 
turned  bearish  or  was 
painted  as  powerless  by  the 
press.  Christine  Callies  took 
her  turn  on  the  execution  block.  Unbendingly  bullish,  she  was 
booted  for  value-based  permabear  Richard  Bernstein  in  Janu- 
ary 2002.  Poor  Merrill!  Self-lynched  again. 

Other  bulls  who  either  gave  up  or  were  sent  packing: 
Edward  Kerschner  of  UBS  PaineWebber  (cameoed  in  my  Oct. 
15,  2001  column  as  a  reverse  indicator);  Jeffrey  Applegate,  who 
was  publicly  squeezed  from  Lehman  Brothers  in  November 
2002;  James  Weiss  at  State  Street  Research. 

To  kill  the  bull  market  that  started  a  year  ago,  the  same 
eternal  invisible  hand  must  unseat  most  of  the  current  bears. 
They  must  either  do  an  about-face,  turning  bullish,  or  else 
be  cast  out  as  kooks. 

Which  bear  will  be  undone  first?  Merrill's  Richard  Bern- 
stein is  an  obvious  candidate.  Merrill  is  a  long  tradition.  Bern- 
stein has  done  some  fantastic  intellectual  work  on  market  senti- 
ment. I  respect  him.  We  owe  him.  But  he  misunderstands  some 
aspects  of  behavioral  psychology  thai  underlie  his  work.  And  he 
has  been  wrong  in  his  predictions,  ["he  ( Ireat  Humiliator  won't 
care  that  we  owe  him  for  his  earlier  contributions. 

Another  likely  \  it  tim  is  Robei  i  Shiller,  the  widely  revered 
Yale  academic  whose  hook  Irrational  Exuberance,  appearing 
on  the  eve  of  the  20U<  ■  03  crash,  ><  .is  brilliantly  timed. 
Professor  Shiller's  admirers  forj        hough,  that  he  was 


Bears  destined  to  be 

humiliated:  Merrill's 

Richard  Bernstein; 

Yale's  Robert  Shiller; 

the  famous  bond 

man  at  Pimco, 

Bill  Gross;  and  two 

Forbes  columnists. 


bearish  throughout  the  1990s 
Another  famous  bear  is  Jeremj 
Grantham  of  moneymanagej 
ment  firm  Grantham,  Mayo 
Van  Otterloo.  Then  my  favorite 
Bill  H.  Gross  of  Pimco,  th 
world's  most  famous  bont 
manager  and  maybe  the  bestl 
Early  in  2003  Gross  authored  I 
widely  circulated  white  pape 
explaining  why  stocks  werj 
overvalued  and  should  perforrr 
poorly.  So  far,  no  peep  of  rebuke!  That's  very  bullish,  becaus< 
the  bear  market  won't  come  until  the  media  attacks  folk 
like  Gross. 

Others:  Richard  Pell  of  Julius  Baer  Investment  Manage 
ment,  Douglas  Cliggott  of  Brummer  &  Partners  (formerly  o 
J.P.  Morgan),  Carlos  Asilis  and  Stephen  Roach;  newsletter  writ) 
ers  Robert  Prechter,  Richard  Russell  and  Martin  Weiss;  and  fel 
low  FORBES  columnists  James  Grant  and  Gary  Shilling. 

Some  bears  maintain  their  pessimistic  proclivities  by  claim 
ing  2003  as  a  counterrally  in  a  longer  bear  market.  But  my  read 
ing  of  history  says  the  move  to  date  is  already  too  big  for  th< 
Great  Humiliator  not  to  have  his  way.  So  buy  and  hold  until  yoi 
hear  that  beautiful  hum — of  bears  either  turning  tail  or  beinji| 
humiliated.  None  of  them  has  gotten  really  ridiculed,  yet.  This  i 
not  to  say  that  they  won't  stand  their  ground  and  may  be  vindi \ 
cated  years  later.  But  until  the  public  turns  against  them,  thi. 
most  enjoyable  bull  market  has  legs. 

A  great  way  to  participate  is  by  buying  money- managemen 
stocks.  After  the  current  so-called  mutual  fund  scandal  is  ovei 
these  stocks  will  be  higher  (see  my  Dec.  8,  2003  column  fo 
more  on  why  this  scandal  is  really  bullish).  Hence  stocks  hit  b; 
it  become  buys.  One  is  Britain's  Amvescap  (I4.AVZ),  almost  20°/ 
cheaper  from  the  event.  Amvescap  sells  at  2.8  times  revenue 
well  below  the  3.5  average  for  the  industry.  Janus  (15,  JNS)  is  ; 
pure  scandal  play,  25%  cheaper  than  before — that  after  gettinj 
pounded  for  three  years.  A  second-tier  but  worthy  scandal  stocl 
is  Waddell  &  Reed  Financial  (22,  wdr). 

Next  on  my  buy  list  is  Alliance  Capital  Management  (33,  AC) 
an  above-average-quality  firm  which  has  been  so  discreditec 
that  it  offers  a  secure  7%  dividend  yield.  But  you  don't  hav( 
to  confine  your  buying  to  companies  that  Eliot  Spitzer  does 
n't  like.  Gabelli  Asset  Management  (39.  GBL),  totally  clean,  i: 
worth  buying  because  Mario  Gabelli  is  a  great  money  man- 
ager. Affiliated  Managers  Group  (67,  amc),  a  roll-up  of  accom 
plished  money  managers,  is  another  buy.  f 

T7r)f*|"Jf»C     I  Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager 
■M^MHom     I  Visit  his  home  page  at  www.forbes.com/fisher. 
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Capital  Markets  |  By  Marilyn  Cohen 

How  to  Fight  Inflation 


METHINKS  THE  FEDERAL  RESERVE  DOTH  PROTEST 
too  much.  We  hear  a  chorus  of  Federal  Reserve 
bank  presidents,  including  those  in  Richmond,  St. 
Louis  and  Dallas,  singing  the  same  melodic  refrain 
that  interest  rates  can  be  kept  low  "well  beyond 
March."  What  about  the  market,  gentlemen?  You — the  Fed,  that 
is — can  control  only  short-term  interest  rates.  The  market  is 
master  over  everything  else.  A  buoyant  economy,  a  declining 
dollar,  firming  employment  and  protectionist  drumbeats  mean 
that,  despite  all  you  can  do  to  keep  short-term  rates  low,  long- 
term  interest  rates  will  move  higher. 

Coming  right  alongside 
this  rise  in  rates  will  be  a  rise 
in  inflation.  It's  hard  for  a 
bond  investor  to  hedge  away 
the  risk  that  real  interest  rates 
will  climb  as  the  economy 
heats  up.  But  it's  not  at  all 
hard  to  hedge  away  the  infla- 
tion component  of  rate  rises. 
Just  buy  the  Treasury  Inflation 
Protected  Securities,  or  TIPS. 
Now  there  is  another  way  to 
hedge  the  Consumer  Price 
Index:  inflation-linked  corpo- 
rate bonds.  I  think  they  are 
even  better  than  the  Treasury 
variety. 

The  corporate  version 
does  much  better  than  TIPS 
for  those  who  seek  income  now,  an  important  goal  for  many 
bond  investors.  Both  kinds  of  debt  security  are  adjusted  accord- 
ing to  the  change  in  the  CPI.  The  difference  is  how  often  they 
are  adjusted  and  how  quickly  the  adjustment  turns  into  cash  for 
the  investor. 

In  the  Treasury  system  the  bond's  principal  is  adjusted 
semiannually  for  changes  in  the  CPI.  If  your  principal  starts  out 
at  $1,000  and  inflation  is  5%,  your  principal  goes  to  $1,050  after 
a  year.  The  adjusted  principal  is  used  to  calculate  interest  pay- 
ments. Say  the  coupon  is  2%.  The  interest  starts  out  at  a  rate  of 
$20  (annualized)  but  would  go  to  an  annual  rate  of  $21  a  year 
later.  You  owe  immediate  tax  on  both  the  interest  payments  and 
the  principal  adjustments,  even  though  the  latter  turn  into  cash 
only  when  the  bond  matures. 

The  corporates,  available  from  Household  Finance,  Sallie 
Mae  and  Bear  Stearns,  pa)-  mon  hly  interest.  And  they  pay  out 
in  cash  both  the  (real)  coupons .  ad  the  principal  adjustments; 
at  maturity  the  principal  is  the  ime  SI, 000 
you  invested.  Corporate  bond      bul   not 
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Treasurys,  are  subject  to  state! 
income  tax. 

Yields       on       corporate 
inflation-adjusted  bonds  are 
0.4   percentage   points   overl 
comparable  Treasurys  for  an  A-jP 
rated   bond.    These    spreadsljj 
could  widen  a  bit  as  the  econ 
omy  picks  up  steam,  but  the 
risk  is  small  enough  that  I 
would  not  wait  to  go  into  the 
corporate  bonds. 
Household  Finance,  now  a  subsidiary  of  the  huge  bank 
HSBC,  issued  inflation-adjusted  bonds  in  November  carrying  an 
initial  coupon  of  4.49%  and  maturing  Nov.  10, 2013.  The  4.49%I 
consists  of  two  pieces.  One  is  an  inflation  adjustment  of  2.32%, 
equal  to  the  then-trailing  12-month  increase  in  the  cost  of  liv- 
ing. The  other  component  is  the  real  coupon,  which  stays  con- 
stant at  2.17%.  This  is  a  noncallable  bond.  At  the  time  of  this 
new  issue,  conventional  ten-year  noncallable  Household 
Finance  bonds  were  yielding  4.89%,  or  0.4  points  more  than  the 
inflation-linked  kind.  The  reason:  The  holder  of  a  conventional 
bond  is  taking  the  risk  of  getting  chewed  up  by  unanticipated 
inflation.  The  holder  of  the  2.17%  self-adjusting  bond  is  not. 

If  inflation  is  destined  to  increase  over  the  next  ten  years,  the 
2.17%  bonds  will  rapidly  outyield  their  traditional  fixed-coupon 
counterparts  and  that  0.4-point  shortfall  will  be  a  memory.  If,  on 
the  other  hand,  a  Japanese-style  deflationary  cloud  settles  on  the 
landscape,  the  conventional  bonds  would  do  much  better. 

What  happens  to  CPI-linked  bonds  during  deflation?  Bad 
things.  The  Treasury  bond  can  have  a  downward  adjustment  in 
the  principal,  but  not  below  its  starting  value.  Thus  if  inflation 
I  were  5%  the  first  year  and  negative  6%  the  next,  the  principal 
would  go  from  $1,000  to  $1,050  and  then  back  to  $1,000.  You 
always  get  the  coupon.  In  my  hypothetical,  your  total  nominal 
return  on  the  TIPS  would  be  a  minimum  of  2%  a  year,  no  mat- 
ter how  bad  deflation  is. 

The  corporates  do  worse  during  deflation.  They  can  have 
negative  interest  adjustments  up  to  the  full  amount  of  the  real 
coupon.  The  Household  Finance  bond  would  yield  nothing 
during  months  when  annualized  deflation  was  at  or  above 
2. 1 7%.  If  deflation  kept  up  at  that  rate  for  the  whole  decade,  the 
Household  holder  would  get  no  interest  return. 

I  am  a  moderate  Cassandra  on  the  inflation  front.  I  see  a  climb 
above  the  recent  1.8%  level  but  not  a  1970s-style  double-digit 
horror  show.  More  like  somewhere  around  3.5%  annually.  That's 
enough  to  make  CPI-indexed  bonds  very  attractive.  F 
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he  new  comedy  from  the  co-writer  ot  Meet  the  Parents 


For  the  most  cautious  man  on  Earth, 
life  is  about  to  get  interesting. 


Ben  Stiller     Jennifer  Aniston 
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ight  It  Up 


|  O  TREAT  DISEASE,  DOCTORS  NEED  TO  FOLLOW  THE 
blood.  Cancer  tumors  are  fed  by  webs  of  arteries.  Heart 
attacks  or  strokes,  which  together  kill  nearly  a  million 
Americans  annually,  arise  from  hidden  blockages  in 
blood  vessels.  Hard-to-detect  aneurysms  can  kill  with- 
ut  warning. 

Yet  today's  blood-sleuthing  tools  are  falling  short  of  the  task, 
he  gold  standard  is  X-ray  angiography,  in  which  a  reflective  dye 
injected  into  the  patient  via  catheter.  The  procedure  allows  doc- 
>rs  to  see  how  much  blood  is  flowing  and  where  the  body's  pipes 


nay  be  stopped  up,  but  the  images  produced  are  two  dimensional 
uid  fail  to  pick  up  small  blood  vessels.  The  procedure  is  radioac- 
ive,  and  copious  amounts  of  the  dye  used  can  damage  kidneys. 

But  a  small  company  in  Cambridge,  Mass.,  Epix  Medical,  is 
leveloping  an  experimental  contrast  agent  that  lights  up  blood 
'essels  and  promises  to  replace  much  of  the  X-ray  angiography 
lone  today  with  the  far  crisper  and  more  detailed  images  pro- 
iuced  by  magnetic  resonance  imaging,  or  MRI.  "I  think  it's  some- 
hing  everyone  will  use,"  says  Emile  R.  Mohlef  III,  director  of 
'ascular  medicine  at  the  University  of  Pennsylvania,  who  par- 
icipated  in  some  early  studies  with  the  drug,  known  as  MS-325. 
:our  late-stage  trials  have  been  completed  with  successful  results 
ind  no  toxic  impact  on  kidneys.  Results  were  delivered  to  the 


An  experimental  drug  may  allow  doctors 

to  safely  view  arteries  throughout  the  body 

with  new  clarity,  by  matthew  herper 

Food  &  Drug  Administration  in  December  2003,  and  approval 
could  come  in  2005  or  earlier. 

Use  of  MRI  scanners  is  growing  at  an  explosive  rate.  The  ma- 
chines use  magnets  and  radiowaves  to  excite  hydrogen  atoms  in 
body  tissues,  creating  data  that  computers  assemble  into  three-di- 
mensional images.  Since  1997  the  number  of  scanners  in  the 
world  has  more  than  doubled  to  22,000,  making  billions  for  Gen- 
eral Electric,  Siemens  and  Philips.  Sixty  million  MRI  procedures 
are  performed  worldwide  annually,  and,  according  to  Wall  Street 
firm  SG  Cowen,  the  use  of  MRI  to  examine  arteries  is  growing 
30%  a  year.  Contrast  agents  are  hot  stuff  right  now:  General  Elec- 
tric has  agreed  to  buy  England's  Amersham  for  $9.5  billion  pardy 
to  get  its  contrast  agents  for  MRI  and  other  procedures. 

But  getting  blood  vessels  to  show  up  on  an  MRI  is  difficult. 
^^^^  The  main  contrast  drug  used  for  MRI  is  a 
Wk  silvery-white  element  called  gadolinium.  It  is 
safe  and  effective  but  stays  in  the  bloodstream 
for  only  60  seconds.  That's  a  big  problem,  be- 
cause MRI  works  best  when  pictures  can  be  ex- 
posed longer.  MS-325  stays  in  the  blood  for  a 
full  hour.  Its  secret:  combining  gadolinium  in 
a  small-molecule  shell  form  that  attaches  to 
albumin,  a  blood  protein  that  carries  hor- 
mones throughout  the  body.  "With  MRI,  all 
good  things  come  from  time,"  says  E.  Kent 
Yucel,  director  of  cardiovascular  MRI  at 
Brigham  &  Women's  Hospital  in  Boston. 
The  drug's  inventor,  Randall  Lauffer,  quit  a  job  as  a  chemist  at 
Harvard's  Massachusetts  General  Hospital  to  develop  his  idea  for 
the  drug.  At  the  time  he  was  known  for  a  book  about  the  dangers 
of  consuming  too  much  iron.  Initially,  venture  capitalists  and 
larger  drugmakers  were  skeptical.  They  were  focusing  on  larger 
gadolinium  molecules.  "Everybody  wanted  a  bigger  hammer," 
says  Michael  Webb,  who  joined  Epix  in  1994  as  chief  executive.  In- 
stead of  bigger,  Lauffer  went  smarter. 

With  clearer,  brighter  pictures,  it  may  even  be  possible  to  see 
how  much  plaque  is  on  artery  walls,  although  Mohler  is  skepti- 
cal. One  drawback:  The  new  drug  doesn't  work  well  in  the  heart, 
which  pumps  too  rapidly  for  long-exposure  pictures. 

The  good  data  caught  the  attention  of  Berlin-based  Scher- 
ing  AG,  the  leader  in  the  MRI  contrast  drug  market,  which  signed 
up  to  make  MS-325  and  combine  its  own  MRI  research  opera- 
tions with  those  of  Epix  in  a  joint  venture.  The  drug's  sales  could 
eventually  top  $300  million,  says  Ian  Sanderson  of  SG  Cowen 
Securities.  Such  bullishness  has  caused  Epix  shares  to  double  over 
the  past  year.  F 

FORBES-   January  12,  2004      209 


FORBES  LIFE 


Binary  Art 

Digital  art  has  a  certain  unreal  quality.  Nonetheless,  collectors  are  willing 
to  fork  over  significant  sums  for  it.  by  emily  lambert 


DIGITAL  ART,  THE  HIGH-TECH 
startup  of  the  art  world,  has  its 
ups  and  downs,  roughly  keep- 
ing time  with  the  beat  of  Inter- 
net stocks.  It  was  a  bit  out  of 
favor  in  the  silicon  recession  of  2000-02 
but  has  since  found  a  following.  For  col- 
lectors who  wish  they  could  have  bought 
a  Toulouse-Lautrec  back  when  the  little 
guy  was  still  painting  on  cardboard,  digi- 
tal art  is  an  intriguing  speculation.  Here's 
a  sampling  of  artists.  (Unless  otherwise 
noted,  galleries  are  in  New  York  City.) 

John  F.  Simon  Jr. 

Gallery:  Sandra  Gering 
Price:  $2,200  to  $75,000 
Forty-year-old  Simon,  who  studied  geol- 
ogy and  art,  is  best  known  for  his  works  in 
computer  code.  In  "Every  Icon"  a  1,024- 
square  grid  progresses  from  white  to  black, 
exhausting  all  possible  combinations  in  a 
sequence  that  will  take  almost  until  infinity 
to  play  out.  Twelve  copies  of  a  different 
work,  "CPU,"  a  wall-mountable  monitor  in 
a  Plexiglas  frame,  originally  sold  in  1999  for 
$5,000  each.  This  year  a  copy  was  resold 
privately  for  $35,000. 

Jeremy  Blake 

Gallery:  Feigen  Contemporary 

Price:  Up  to  $25,000 

Blake,  32,  paints  traditional  oil-on  canvas 
works  and  detests  the  term  "digital  art" 
but  nonetheless  is  known  for  his  colorful 
DVD  animations.  (Mis  worl  has  also  ap- 
peared in  rock  concerts  and  movies,  like 
some  sequences  m  the  mo\  ie  Punch 
Drunk  low.)  Blake's  7.5-minule,  continu- 
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ously  looping  DVD,  "Liquid  Villa,"  sold  in 
2000  for  $12,000  and  last  year  resold  at 
auction  for  $20,700.  Buyers  who  collect 
his  DVDs  get  a  limited-edition  master  disc 
(signed  and  dated)  to  put  away  for  safe- 
keeping, plus  a  second  disc  for  everyday 
use.  While  a  DVD  is  more  stable  than  a 
photograph,  that  doesn't  mean  it  will  re- 
main usable  indefinitely.  Smart  collectors 
request  a  copy  of  such  work  on  DigiBeta 
tape,  which  allows  it  to  be  transferred  later 
to  whatever  new  format  comes  along. 
Make  sure,  though,  that  your  contract 
with  the  artist  permits  you  to  do  so. 


Not  just  a  bunch  of  wires:  John  F.  Simon  Jr.' 
wall-mounted  "CPU"  creates  constantly 
changing  images  and  patterns  and  "com 
on  the  infinite  potential  of  visual  space.' 


Jennifer  and  Kevin  McCoy 

Gallery:  Postmasters 
Price:  $15,000  to  $25,000 
Filmmakers  by  trade,  the  married  McCoysi 
had  their  flings  creating  suitcases  embed-i 
ded  with  computers  and  monitors.  Theses 
mostly  in  private  collections,  show  edited! 
clips  of  television  shows  and  movies,  thai 
use  of  which  the  McCoys  believe  is  pro-! 
tected  under  the  Fair  Use  Doctrine.  In 
"Kiss,"  a  passionate,  never-ending  smooch: 
is  tweaked  by  an  algorithm  that  constandyl 
changes  the  speed  and  perspective.  In) 
"Every  Anvil,"  Looney  Tunes  cartoon  clipsi 


e  spliced  and  categorized  under  headlines 
ich  as  "Every  Scream"  and  "Every  Flattened 
haracter,"  then  filed  on  discs  inside  the  suit- 
ise.  The  McCoys'  newest  collectibles  are  mini 
lovie  sets,  complete  with  characters,  cameras 
id  the  movies  being  filmed  in  real  time.  Early 
orks  went  for  $5,000,  but  since  the  Metro- 
)litan  Museum  bought  a  real  McCoy  in  2001 
r  $  1 2,000,  prices  have  risen. 

im  Campbell 

sry:  Hosfelt,  San  Francisco 
rice:  57,000  to  $60,000 

ampbell  is  a  West  Coast  artist  whose  work 
>ok  years  to  attract  attention  in  the  East. 
o\v  Hosfelt  Gallery  says  it  has  more  poten- 
al  collectors  than  pieces  available.  Individu- 
s  are  most  interested  in  works  that  use  grids 
flight-emitting  diodes  (like  those  com- 
jonly  found  in  digital  clocks)  to  display 
>arse-grained  video  images.  (These  bright 
>hts  are  unrelated  to  LCDs — liquid  crystal 
splays — used  in  Sharp's  Aquos  flat-panel 
Vs.)  The  biggest  works  go  for  $60,000.  Less 
{pensive:  Campbell's  "illuminated  averages." 
l  these  he  teeds  footage  from  films  into  a 
imputer  that  averages  the  illumination  lev- 
s  of  identically  placed  pixels  in  the  film's 
ames,  producing  a  ghostly  summation  of, 
y,  Psycho.  (Buyer  beware:  He  didn't  secure 
ny  copyright  arrangement. )  F 


Forgive  Us  Our  Debts 

Think  dodging  calls  from  American  Express  is  tough? 
Try  dodging  yellow  fever  in  an  18th-century  debtors' 
prison,  by  Bernard  condon 


Deadbeat  walking: 
Bankruptcy  reforms 
described  in 
Republic  of  Debtors 
got  fat  cat  Robert 
Morris  out  of  jail. 


ONE  DAY  IN  1797  ROBERT  MORRIS,  WHO  HAD  BEEN  AMERICA'S  RICHEST 
man,  found  himself  trapped  on  his  roof.  The  former  Superintendent  of 
Finance  for  the  13  colonies  during  the  Revolutionary  War  and  signer  of 
the  Declaration  of  Independence  had  defaulted  on  personal  debts. 
When  a  glazier  came  to  fix  a  window  in  his  mansion,  Morris,  suspecting 
the  man  had  been  sent  by  angry  creditors  to  apprehend  him,  fled  to  the  roof  and 
barricaded  himself  there.  Six  months  later  he  landed  in  debtors'  prison. 

Back  then  debtors  were  treated  worse  than  thieves.  In  prison  they  had  to  foot 
the  bill  for  their  own  food  and  heat,  or  else  go  without.  In  1798,  when  yellow  fever 
swept  Philadelphia,  all  prisoners  from  city  jails  were  evacuated  to  safety — all,  that 
is,  but  the  deadbeats. 

Bruce  Mann,  a  law  and  history  professor  at  the  University  of  Pennsylvania, 
says  such  harsh  treatment  reflected  a  culture  in  which  failure  to  repay  debt  was 
regarded  as  a  moral  failing  rather  than  a  business  one.  How  Americans'  attitude 
toward  debt  changed  is  the  subject  of  Mann's  masterful  (but  largely  overlooked) 
2002  history,  Republic  of  Debtors  (Harvard  University  Press,  $29.95). 

Aimed  at  scholarly  readers,  it  describes  the  social  and  legislative  wrangling  that 
led  to  passage  of  the  Bankruptcy  Act  of  1800 — the  first  national  law  providing  for 
forgiveness  of  business  debt.  That  the  act  served  only  to  incite  debate  rather  than 
end  it  was  proved  by  the  law's  repeal  three  years  later.  The  tussle  goes  on  even  now, 
in  the  bankruptcy  bill  currently  before  Congress,  which  would  make  filing  for  per- 
sonal bankruptcy  more  difficult.  Despite  the  economy's  recent  uptick,  filings  are  at 
a  record  high. 

Plenty  of  people  were  going  broke  in  1800,  thanks  in  part  to  the  inevitable  bust 
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Relief  was  available  ONLY  TO  PLUTOCRATS— 
owners  of  certain  favored  businesses. 


following  the  Revolutionary  War  boom.  The  states  only  made 
matters  worse.  They  printed  an  excessive  quantity  of  money,  then 
passed  "legal  tender"  laws  requiring  creditors  to  accept  repay- 
ment in  depreciated  currency.  But  many  debtors  were  creditors 
themselves,  unable  to  repay  because  they  couldn't  collect  what 
was  owed  them. 

Prior  to  1 800,  creditors  got  money  back  in  the  order  in  which 
they  demanded  it.  That  worked  okay  when  you  borrowed  from 
neighbors — but  not  so  well  in  a  new  commercial  economy  that 
required  debts  to  be  transferable,  so  that  in  due  course  your  IOU 
might  be  held  by  a  stranger  in  a  faraway  state.  Mann  suggests  that 
another  impetus  for  reform  was  lawmakers'  shock  at  seeing  so 
many  of  the  nation's  former  wealthy  behind  bars. 

Relief  under  the  new  law  was  at  first  available  only  to  pluto- 
crats— owners  of  certain  favored  businesses,  such  as  banks  and 
marine  insurance  agencies.  Nonetheless,  writes  Mann,  passage  of 
the  1800  law  showed  that  Americans  were  moving  toward  a 
redefinition  of  insolvency  from  "sin  to  risk,  from  moral  failure  to 
economic  failure." 

Fraud,  though,  was  another  matter.  William  Duer,  the  villain 
responsible  for  the  crash  of  what,  in  1792,  passed  for  the  stock 
market,  spent  seven  years  in  prison  after  he  tried  to  corner  the 


market  in  Bank  of  New  York  stock  by  borrowing  to  the  hilt  to 
buy  up  shares.  To  repay  his  debts  to  wealthy  lenders  he  had  bro- 
kers hawk  notes  to  the  less  well-off,  offering  60%  annual  interest 
to  oystermen,  widows  and  prostitutes. 

When  his  scheme  failed,  the  poorest  lenders  went  bust  first, 
precipitating  the  failure  of  lenders  in  the  level  just  above  them. 
This  escalating  ruin,  said  Thomas  Jefferson,  was  like  seeing  "nine- 
pins knocking  one  another  down." 

The  end  for  Morris — the  fellow  trapped  on  his  own  roof- 
came  after  the  collapse  of  a  similar  scheme.  Unable  to  pay  off 
debts  he'd  incurred  from  acquiring  control  of  nearly  40%  of  the 
building  lots  in  what  is  today  Washington,  D.C.,  Morris  raised 
money  by  selling  shares  in  another  real  estate  venture.  But  that  left 
little  to  pay  dividends  on  those  shares.  So  he  and  a  partner  sold 
$10  million  of  personal  notes,  which  fast  depreciated  to  one- 
eighth  of  par. 

Morris  then  retreated  to  "Castle  Defiance,"  as  he  called  his 
house  outside  Philadelphia,  hoping  to  exploit  a  curious  law  that 
forbade  the  arrest  of  a  debtor  locked  in  his  own  home.  After  sur- 
rendering and  doing  time  in  jail,  Morris  reemerged  in  1801 — "a 
free  citizen  of  the  United  States  without  one  cent  that  I  can  call  my 
own."  He  died  in  obscurity  five  years  later.  F 
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Not  everyone  has  the  same  career  goals.  But  practically  everybody  can  turn  to  the  same  company  to  realize  their  potential. 
State  Farm"  With  opportunities  for  people  who  are  ready  to  lead  and  feel  challenged.  Are  you  one  of  those  people? 


LIKE  A  GOOD  NEIGHBOR 


/  \ 

STATE    FARM 


(?*?) 


INSURANCE 


STATE  FARM  IS  THERE. 


For  more  information,  visit  statefarm.com®  or  emailjobopps.corpsouth@statefarm.com. 

Slate  Farm  •  Home  Offices:  Bloommgton.  Illinois  •  An  Equal  Opportunity  Employer 
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Dali  Prints.; 
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Luxury  Yachtii 


RARE  DALI  PRINTS 

If  you  own,  or  arc  considering  the  purchase 
of  a  Salvador  Dali  print.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dab  prints.  Each  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  (S15  per  issue) 


l-(800)  275-3254 

ask  for  Dept.  FM 

hDfJrmrw.tlahpikzyjami  •  FAX  3  10-43 1-3 190 

BfanaFincAn-  |v!.12Anliocti.Si_#  UK. PadlV.  Puli-«xbx C'A  91)27:! 


Investments 


Newsletter 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 

the  Investor  Disclosure  Process. 
(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It's  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-426-8701 

CEO  847-341 -4325 

Website  www.investforclosures.com 

Email  info@invesrforclosures.com 


NANOTECH  IS  HOT... 
BUT  DON'T  GET  BURNED! 

Nanotechnology  is  changing  the  world  and 
creating  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  Flamel 
(FLML)  at  $1.60  and  it  is  now  over 
$25. ..our  Nanosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 
recommendation  popped  31.49%  in  one 
week.  But  beware  of  the  hype!  The 
Forbes/Wolfe  Manotech  Report  separates 
the  true  leaders  from  the  overpriced. 
Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 

www.forbeswolfe.com/frb 
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TIMESHARES 


Watches 


save  up  to.. 


70 


% 

off  retail! 


,  BEST  RESORTS, 
PRICES*  WEEKS 

•  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  (800)  704-0307 


HOLIDAYGROUP.com 


Legal  Services 


NATIONAL  WATCH  &  DIAMOND 
1  •  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier.  Breitling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 


m 


1-800-8-WATCHES 

Visit  Our  Web  Site:  narionol watch  com 
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Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•  Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 
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Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •  www.searsatty.com 


SMALL  AC!  BRING 

BIG  RESULTS! 

(all:  Media  Options 

1-800442-6441 


XRent  A  Greek 
bruising  Palace 


And  sail 
among  the 
r>00  Greek 

.  islands 


D  In  1969 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  'for  6  to  50  guests. 

tram  50'  to  200'  and  $700  to  $20,000  per  day  tor  entire  yacht  v.  ith 

its  full  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 

of  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  XO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 

•  Your  food  with  your  own  chef 

•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 

to... pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  "25  i  Fir  Rd.,  RO.B.  385,  Ambler.  PA  19002  I   &A 
Tel;(215>64l-]62-q  •(215)641-0423  "(800)223-3845  •  Fac(215)641-n46 

E-mail:  infofe  valel'v achts.com  •  website:  YALEFYACHTS  com 


Education 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's. 
Masters,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  ■  Select  by  geography,  sales  volume, 
business  type,  contact  name,  credit  rating,  and  more. 

250  Million  Consumers  -  Select  by  age.  income,  home  value, 
buying  behavior,  geography,  and  more. 

Customer  Analyzer  &  Prospect  Builder  -  Analyze  your  current 
customers  &  find  prospects  that  match.  Free  analysis  4  25  Free 
prospects  at  infoUSA.com. 

| '¥*Sk  1-800-264-4241   „,.F0B 
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Newsletter 


Forbes  Guru  Picks 


5  No  Load  Funds 
for  the  Fall  of  2003 

Forbes  Newsletters  Just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  5  of  our  best  performing  gurus.  For  a  lim- 
ited lime  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 
Sign  up  today  at  www.forbes.com/guru 


Health/Back  Pain 


EB3ZEZB 


Forbes 

Subscriber  Service 

To  order,  change  address 
or  other  customer  service. 

call  1-800-888-9896 


There  is 
an  answer! 

Send  for  FREE  information 

mi  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Rood 
Briarclif?  Manor,  NY  10510 
www.pos1ureeduf.otion.com 


CALL  TOLL-FREE  1-800-392-0363 
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Investments 


RAISING  ALPACAS  = 

Worlds  Finest  Livestock  Investment 
can  return 

50%-75%annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  income 

per  adult  female  $10,000 

Productive  Years  1 5-20  years 

Yearly  Feed  and  Maintenance  less  than  $200 

Labor  per  day  (herd  of  ten |  30  mm 

Simple  Shelter  S  lour  loot  woven  wire  fencing. 
Clean.  Gentle,  and  easy  to  raise. 
Huge  Growing  Demand  Nationwide. 
Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Lifestyle 

}(cmlocr\!BrookjJarm 

William  or  Kenda  Stern 
47  5  Wolt  Run  Rd  •  Cuba.  N  V  14727 

•   nw  hemlockbrookalpacas.com 


Business  Opportunities 


T  DISCOUNT  PRICES!  j£- 
TAX  FREE  '     -\ 

2003MOOELS  >, 

10O*«.  AUTHENTIC 

CART1ER.  OMEGA,  TAG.  ETC    Z^f 
CALL  NOW  (949)  470-4545 
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Form  Your  Delaware 
Corporation  or  (LLC)  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


Business  Financing 


ANK  SAYS  "NO"? 

le  II  pay  you  cash  for  your 
jmpany  s  receivables  within  24 
ours.  Approvals  by  phone, 
ersonalized  service.  No  upfront 
tes.  No  collateral  required. 
all  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
s  more  affordable  than 
ou  think. 

1r.  Weil  800  -499-6179 
r  888-505-7332  for 
ecorded  information. 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINESS? 


FREE  VIDEO  reveals  wh)  prominent  attorney  lefl 
practice  tor  goldmine  business  providing  low-cosl 

lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 

ting  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
I  ucal  appointments  available.  You  earn  large 
initial  fees  plus  renewals.  As  few  a.s  HI  clients 
j  icMs  as  much  as  $64,000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  East  start,  Eull  training  and  support. 
Proven  business  system,  No  special  education 
financial  background  or  sales  experience  required. 
24-hour  free  recorded  message:  ( Sill) 1 653-4497 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Section 

Call  Media  Options 

1-800442-6441 

medioptIaol.com 


Whisky  &  Cigars 


Scotland's  Oldest  Most 

Distinguished 

Whisky  &  Cigar  Merchant 

Now  Ships  Worldwide. 

Rare  Malts,  Habanas  sa.  Pipes 

and  Personalized  Whiskies 

i  www.RobertGrahaml874.conW 
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Business  Opportunities 


OFFSHORE 


Charge 
your  ad 


t£; 


^ 


♦Companies 
♦Banking 

^^LCards  Capital  Asset 

♦r-nvacy  Management 

(800)  710-0002        Fret  Brochure 
Visa/MC/Amex    wwwj»»H|irolecdo«icoro 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  wants 

to  make  serious  money. 

We  have  the  program  for  you. 

Investment  only  $14,900 

Call  1-800-675-6144 
You  Will  Make  Money 


THOUSANDS 


Of  Businesses  For  Sale  By  Owners 

Nationwide.  Preview  Businesses 

For  Free. 

y*GWRS 

If  Interested  In  Buying  Or 
Selling  A  Business  Call 


1-800-999-SALE 

or  visit  www.gwbs.com 


FARMER'S  MARKET 

Six  Figure  Income  Potential.  Fun, 

Easy,  Work  5-7  Months/Year. 

Hot  New  Business  Concept. 

Seminal  or  Individual  Training. 

Proven  Forms,  Secrets.  Systems. 

$9,995.00  Not  a  Franchise. 

Call  602-346-5017 


12%  R.O.I. ! 


SECURED  BY 

2nd  TRUSTDEED 

UP  TO  48% 


ANNUALLY! 
24  hr  message 


Call  888-897-3105 


The  current  SLOW 

economy  Is  making 

BIG  MONEY  for  loan 

and  leasing  brokers! 


Busmo%3  Loans  •  Equipmmnt  Leas0 

OWN  YOUR  OWN 

BUSINESS  LOAN  COMPANY 

No  •iptrimco  nwderf ..  W«  support  you; 

RECEIVE  A  FREE 
45  »NUT£  VIDEOTAPE  8EMIWAR 
FULL  COLOR  IMFO  PU<  <E  f  *  BROCHURE 


CALL  TOD*/ 

800-336-3933 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 

Complete  Training. 

Call  tor  Free  Information. 

800-995-0049  ext.  1862 


Business  Opportunities 
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THOUGHT  S 

On  the  Business  of  Life 


^^^^  ince  this  is  the  season  of  holding  hands  and  holding  heads  on  mornings  after,  it  might  be  in 
^^^  the  holiday  spirit  to  point  out  that  we  Americans  consume  far  less  spirits  than  much  of  the 

^^^^  world.  The  U.S.  ranks  23rd  in  per  capita  consumption  of  all  alcoholic  beverages;  we're  8th 
behind  such  countries  as  Poland,  Japan,  Canada,  Luxembourg,  East  Germany,  the  Netherlands  and  the 
U.S.S.R.  in  downing  spirits.  Those  with  hangovers  may  find  some  comfort  in  knowing  they  have  fewer 
fellow  miserables  domestically  than  overseas.  — MALCOLM  S.  FORBES  (1979) 


Tire  proper  behavior  all  through  the 
holiday  season  is  to  be  drunk.  This 
drunkenness  culminates  on  New  Year's 
Eve,  when  you  get  so  drunk  you  kiss  the 
person  you're  married  to. 

—P.J.  O'ROURKE 


Youth  is  when  you're  allowed  to  stay 
up  late  oh  New  Year's  Eve.  Middle  age 
is  when  you're  forced  to. 

—BILL  VAUGHN 


New  Year's  Eve  is  like  every  other  night; 
and  yet  no  man  has  quite  the  same 
thoughts  this  evening  that  come  with  the 
coming  of  darkness  on  other  nights. 

—HAMILTON  WRIGHT  MABIE 


New  Year's  Day  is  every  man's  birthday. 

—CHARLES  LAMB 


The  merry  year  is  born 
Like  the  bright  berry  from 
the  naked  thorn. 

—HARTLEY  COLERIDGE 


A  New  Year's  resolution  is  something 
thatgoes  in  one  year  and  out  th  other. 

—ANONYMOUS 


The  Old  Year  has  gone.  Let  the  dead 
past  bury  its  own  dead.  The  New  Year 
has  taken  possession  of  the  clock  of  time. 
All  hail  the  duties  and  possibilities  of  the 
coming  12  months! 

—EDWARD  PAYSON  POWELL 


The  new  year  begins  in  a  snowstorm 
of  white  vows. 

—WILLIAM  CURTIS 


New  Year's  resolution:  To  refrain 
from  saying  witty,  unkind  things, 
unless  they  are  really  witty  and 
irreparably  damaging. 

—JAMES  AGATE 


May  all  your  troubles  last  as  long  as  your 
New  Year's  resolutions. 

—JOEY  ADAM 


On  the  first  day  of  January  let  every 
man  gird  himself  once  more,  with  his 
face  to  the  front,  and  take  no  interest 
in  the  things  that  were  and  are  past. 

—HENRY  WARD  BEECHE 


On  hangovers: 

He  resolved,  having  done  it  once, 

never  to  move  his  eyeballs  again. 

— KINGSLEY  AMI 


A  Text... 

Drink  no  longer  water,  but  use  a 
little  wine  for  thy  stomach's  sake 
and  thine  often  infirmities. 

—I  TIMOTHY  5:2 

Sent  in  by  Leonard  Powers,  Beaverton,  On 
What's  your  favorite  text?  Forbes  Book  ( 
Quotations:  Thoughts  on  tiic  Business  of  Life 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14.000  "Thoughts,"  arranged  alphabetically  1 
subject,  are  available  in  a  900-page,  one-volurr 
deluxe  edition,  Forbes  Book  ol  Quotations:  Thoughts  on  tl 
Business  oj  Ufa  The  price  is  $40,  plus  $3.50  shipping  ar 
$1  per  item  for  handling  (add  applicable 'sales  ta 
To  order,  please  call  toll-free,  1-800-876-6556. 
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man  will  never  walk  on 
the  moon  the  television 

will  never  replace  the 
radio  an  atom  will  neve 
be  split  computers  will 
never  be  used  in  homes 
a  device  created  on  the 
earth  will  never  explore 
the  surface  of  mars  the 
power  of  electricity  will 
never  pe  successfully 

*  ed  the  internet 
jr  alter  society 


»  not  .rsubstiifefpr  proper  backing  pi.  eking  up.  Always  wear  vc 

IITI  model  names  are  N.ssan  tradema.  k 


Vhynot? 

he  Infiniti  FX.  Why  not  have  satellite  radio?  Why  not  have  a  RearView  Monitor?  Why  not  have  a 
ehicle  that  starts  while  the  key  is  still  in  your  pocket?  Why  not  do  something  that's  never  been 
one?  The  315-hp  Infiniti  FX:  Rethinkthe  SUV  at  lnfiniti.com. 
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Accelerating   the   future 


•  I ' 


reach 


EN  TAKING  YOUR  COMPANY  on  the 
|elephony  road,  the  right  traveling 
ipanion  is  essential.  Avaya  Global 
/ices  will  not  only  get  you  going  in 
[right  direction,  but  we'll  guide  you 
[  whole  way.  For  starters,  we  develop 
jmprehensive  network  plan  that 


includes  a  multivendor,  multitechnology  IP 
readiness  assessment.  This  tells  us  what 
we  need  to  know  to  help  you  avoid 
surprises  during  implementation  and 
maximize  security.  We'll  get  you  up  and 
running  easily  and  seamlessly.  And  you  can 
continue  to  count  on  Avaya  Global  Services 


AVAyA 


a  higher  plane 
of  communication 


to  manage  and  constantly  monitor  your 
entire  network,  using  EXPERT  Systems5" 
Diagnostic  Tools,  for  example,  that  remotely 
resolve  96%  of  all  system  alarms.*  Go  with 
Avaya,  and  your  competitors  will  be  eating 
your  dust.  Visit  www.avaya.com/sidecar 
or  call  866-GO  AVAYA. 


IP   Telephony 


Contact   Centers 


Unified    Communication 


With 


IVAYA  GLOBAL  SERVICES 

at  your  Me,  migration  to  IP  telephony  ean  be  a 

SMOOOOTH  RIDE. 


va  DEFINf '  I  BM6  of  Avaya  telephony  r.ottware  O  8004,  Av.qya  Inc.  Ail  FlioMs  Reserved  Avaya  Km  AW) 

property  ol  Ihew  respective  owners. 


Chapter  ?  1   Overcor^Q^ades 


How  to  keep  sight  of  the  future  when  the  present 

wants  all  of  your  money. 


r or  a  lot  of  investors,  the  day 

when  retirement  will  finally  be 

within  reach  can  feel  elusive  at 

best.  Yet  the  money  that  could 

make  a  difference  could  already 

be  hiding  in  the  fees  and 

expenses  you're  being  charged 

to  manage  your  funds.  In  fact,  a 
hypothetical  fund  with  an  expense 
ratio  of  1.3  percent  versus  one 
with  an  expense  ratio  of  just 
0.3  percent  could  be  draining 
thousands  of  dollars  out 
of  your  account  over  time. 
Dollars  that  could  be  working 
for  you. 

If  youd  like  to  see  how  low  fees  and  expenses  can  help  you  take 
tomorrow  without  giving  up  today,  call  us  at  1  -800-523- 1 877,  or 
us  at  Vanguard.com?  We  can  help. 
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and  bursts  of  up  to  200  Kbps. 


Download  large  documents, 
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Faster  data  speeds  from  more 
places  in  the  U.S.  than  with 
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AT&T  Wireless 
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FROM    FEBRUARY  3RD,   2004,    SINGAPORE   AIRLINES'   NEW   A345LEADERSH 

Fly  Singapore  Airlines  half  way  around  the  world  with  daily  non-stop  service  between  Los  Angeles  and  Singe 
And  coming  soon,  daily  non-stop  service  between  New  York  and  Singapore.  Designed  with  the  executive  tral 
mind,  our  A345LeaderShip  introduces  a  completely  new  travel  experience.  Enjoy  a  more  luxurious  Raffles  Cla: 
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5   ANGELES   AND   SINGAPORE. 


_    BE    MAKING   THE   WORLD  A   SMALLER    PLACE. 

■aceBed,  the  biggest  business  class  bed  in  the  sky.  Our  new  Executive 
ny  Class  offers  wide  seats,  more  personal  space  and  a  host  of  innovative 
s.  And  as  always,  enjoy  the  inflight  service  even  other  airlines  talk  about. 

«^  www.singaporeair.com/usa 
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U3N  ICdlin,  bdV6  US  In  their  essay  on  page  f 
columnists  Ian  Ayres^and  Barry  Nalebuff  raise  the  provocatr 
notion  that  corporations  could  do  more  trading  on  inside  info 
mation.  While  I  (and  maybe  even  they)  don't  advocate  all  of  tl 
unseemly  conduct  under  discussion,  there  is  no  doubt  that  pro 
iteering  from  inside  dope  of  one  particular  kind  ought  to  \ 
facilitated.  That  is  the  information  that  a  company  is  going  to  1 
taken  over. 

Suppose  that 
American  Fumble 
Corp.  is  worth  $20  a 
share  in  the  hands  of 
its  incompetent  pres- 
ent boss.  To  a  raider 
with  the  bright  idea  of 
installing  new  man- 
agement it's  worth 
$30.  Societal  interest 
lies  in  making  the 
takeover  likely,  which 
would  raise  the  wealth 
of  the  U.S.  by  $10  times  the  number  of  shares. 

Alas,  congressional  interest  lies  in  making  life  easier  ft 
incompetent  managers.  A  1968  federal  law,  the  Williams  Act,  ge: 
in  the  way  of  takeovers.  The  law  says  that  within  ten  days  of  whe 
a  raider  accumulates  5%  of  the  target's  stock,  he  has  to  show  h 
hand.  That  means  the  raider  can  pocket  the  $10  premium  o 
only  a  small  piece  of  the  shares.  It  gready  reduces  the  incentive  ft 
the  Carl  Icahns  of  the  world  to  risk  capital  on  hostile  takeover 
Other  federal  laws,  plus  an  assortment  of  protectionist  state  lej 
islation,  give  tactical  advantages  to  incumbent  managers  wh 
want  to  keep  their  jobs. 

A  free  market  in  corporate  control  would  work  this  way.  Tr 
raider  would  secretly  accumulate  most  of  the  outstanding  shan 
and  then  surprise  Fumble  one  day  with  the  announcement  th; 
there  was  going  to  be  a  regime  change.  If  the  raider  wants  to  lea 
information  about  the  takeover  to  friends  and  family,  thus  shai 
ing  the  winnings  from  his  risky  venture,  that  should  be  his  righ 

In  a  world  in  which  secret  accumulations  were  possibli 
takeovers  would  be  more  common  and  the  mere  likelihood  ( 
them  would  raise  all  share  prices,  says  Jonathan  Macey,  a  profe; 
sor  at  Cornell  Law  School.  His  description  of  the  Williams  Ac 
"Special  interest  legislation  promoted  by  a  felon."  (Senator  Hai 
rison  Williams  went  to  jail  for  unrelated  crimes.) 

Think  of  what  hostile  acquisitions  could  do  for  corporal 
integrity.  If  the  boss  is  spending  too  much  of  shareholder- 
money  on  shower  curtains  and  toga  parties,  you  wouldn't  nee 
yet  more  senators  coming  out  of  the  woodwork  with  mor 
reform  legislation.  Wall  Street  would  take  care  of  the  probler 
naturally. 
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READERS  SAY 


Supersize  It 

Regarding  "Your  Own  Worst  Enemy" 
(Dec.  22, 2003,  p.  84),  I  get  the  point  that 
investors  often  ignore  fees  and  don't 
manage  their  mutual  fund  accounts 
from  a  timing  perspective  very  well.  But 
to  say  that  crooked  trades  amounted  to 
$10  million  cumulative  is  idiotic.  Canary, 
a  small  hedge  fund  in  New  Jersey,  alone 
reaped  $85  million  in  profits.  I  expect 
the  scandal  will  end  up  costing  at  least  a 
cool  billion,  perhaps  more.  And  that 
money  was  truly  stolen  from  investors. 
THOMAS  LOTT 
New  York,  N.Y. 

Our  estimate  was  based  on  figures  avail- 
able at  press  time.  Indeed,  recent  reports 
have  shown  our  estimate  of  profits  from  im- 
proper trading  to  be  relatively  low. 
Nonetheless,  the  point  of  our  story  still  holds. 
Bad  timing  and  high  fees  greatly  over- 
shadow scandalous  profits  made  by  a  select 
group  of  mutual  fund  managers.      — Ed. 

Cash  Is  King 

I'm  surprised  that  FORBES  published 
"Father  Knows  Better"  (Informer, 
fan.  12,  p.  34),  which  compared  the  per- 
formance of  one  of  my  firm's  hedge 
funds  with  the  S&P  500.  The  investment 
strategy  of  this  hedge  fund  is  market- 
neutral,  with  approximately  one-third 
the  volatility  of,  and  zero  correlation 
with,  the  S&P  500.  Our  clients  use  a  cash 
benchmark.  This  fund,  started  in  late 
1999,  has  delivered  net  performance  of 
greater  than  16%  per  year,  compared 
with  flat  to  negative  returns  for  the 
S&P  ?00.  Testament  to  our  clients'  level 
of  satisfaction  with  this  performance  are 
the  facts  that  we  have  been  closed  to 
new  investment  for  almost  three  years 
and  have  a  long  waiting  list  of  investors 
eager  to  give  us  additional  capital. 

JOHN  C.  BOGLE  JR. 

Pres.,  Bogle  Investment  Management 

Welksley,  Mass. 

Play  (Hard)  Ball! 

In  "Mutually  Assured  Beanballing" 
(Jan.  12.  p.  24  Hc\c  Forbes  suggests  get- 
ting rid  of  the  American  League's  desig- 
nated hitter  rule  to  discourage  beanballs. 


Not  in  My  Backyard 

In  "Fun  &  Games"  (Jan.  12,  p.  138) 
FORBES  said  Best  Buy  moves  "the 
fun  gadgets  that  move  the  econ- 
omy." Whose  economy?  I  certainly 
don't  see  too  many  production  jobs 
in  the  U.S.  devoted  to  MP3  players, 
plasma  TVs  and  digital  cameras. 
Those  jobs  are  overseas,  leaving  the 
U.S.  with  only  a  thin  retail  markup 
on  goods  it  sells  to  itself. 

PETER  ANDERSON 
Joliet,  III. 


stating,  "In  just  about  any  other  sport 
the  golden  rule  operates:  Foul  your  op- 
ponent and  you  yourself  will  ...  be 
fouled."  Wouldn't  it  be  better  to  penalize 
pitchers  who  throw  beanballs  by,  say, 
awarding  first  base  to  the  batter  even  il 
the  ball  doesn't  hit  him?  The  golden  rule 
should  be:  Foul  your  opponent  and  the 
umpire  will  penalize  you, 

ROBERT  C.  GAMER 
Wyckoff,  N.h 

Lost  in  Translation 

In  "One  Man's  Junk"  (Dec.  22,  2003, 
p.  118)  we  incorrectly  stated  that  the  city 
of  Dalian  is  located  in  the  Heilongjiang 
Province  of  China.  In  fact,  it  is  situated  in 
the  Liaoning  Province. 


Forbes 


Send  e-mail  to  readersp'torbes.com  or  visit 
www.forbcs.com/lerters.  Letters  will  be  edited 
Please  include  address  and  phone  number. 
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Broker  to  Beat 


magazine,  August  2003 


Know  your  risk.  Protect  your  future 


FREE  PORTFOLIO  REVIEW 


Make  an  appointment  with  an 
Investment  Consultant  for  your 

free  portfolio  review.  To  find 
the  branch  office  nearest  you, 
call  1-866-600-PLAN,  or  go  to 

tdwaterhouse.com/plan. 


Online  trades  as  low  as  S9.95 


Knowing  your  risk  is  the  first  step 
towards  protecting  your  financial  future. 
Which  is  why  getting  a  free,  personal 
portfolio  review  from  TD  Waterhouse 
makes  so  much  sense.  One  of  their 
Investment  Consultants  can  help  evaluate 
your  risk  level,  so  you  can  adjust  it  to 
meet  your  financial  goals. 

They  can  also  provide  you  with  a 
personal  portfolio  plan.  A  plan  which 
includes  specific  recommendations  based 
on  your  individual  financial  needs,  so  you 
can  balance  your  portfolio  and  feel 
comfortable  with  your  level  of  risk.  This 
service  is  normally  $200.  However,  the  fee 
is  waived  when  you  deposit  $25,000 
in  a  new  account,  or  if  you're  already  a 
Premier  Customer  at  TD  Waterhouse. 


If  you're  looking  for  someone  who 
can  manage  your  investments  for  you, 
TD  Waterhouse  can  even  refer  you  to  an 
independent  investment  advisor.  Someone 
who  can  help  you  plan  and  execute  your 
financial  strategy. 

Knowledge,  planning  and  control 
make  TD  Waterhouse  the  ideal  place 
to  position  your  portfolio  and  keep  it 
risk-adjusted  for  the  future.  Call  now  for 
your  free  portfolio  review.  And  protect 
your  future. 

TD  Waterhouse — the  alternative  to 
higher-priced  brokers  like  Merrill  Lynch 
and  Schwab. 


RJ 


Waterhouse 

You're  in  Control. 


003  TD  Waterhouse  Investor  Services.  Inc  s  a  registered  investment  advisor  anc  broker-dealer.  Member  NYS&SIPC  Comparison  based  on  survey  of  standard  equity  commissions  as  of  1 0/9/03.Services  vary  by  firm  Access  to  services  and  your  account  may  be  affected  by  market 
ns.  system  performance  or  for  other  reasons  Online  market  orders  are  S9  9>-Sl  7  95  depending  on  trading  activity  Limit  orders  just  $3  more.  Trades  over  2,500  shares  incur  1  cent  per  share  charge  for  the  entire  order  Call  or  see  tdvraterhouse.com  for  complete  commission  fee 
eMeParticipaticrljy  a  particular  acVBC*  in  tfeAr^  'Ranked  #1  for  Basic  DtscwrtBrckei^.SmaitMoney.TheWallStreel  Journal  MagazineofPeisonal  Business. 

just  2003  SmartMoney  s  a)Oint  publishing  venture  of  Dow  Jones  &  tomparry.  Inc  and  Hearst  Communications,  Ire;.  SmartM^^ 
OEMRSFBF  T0W3096 


Managing  today 
Learned,  crafted  an 


The  prudence  to  properly  manage  wealth  isn't  gained  overnight.  It's  forged  over  150  ye 

The  Private  Bank  of  Bank  of  America  has  greater  depth  and  breadth  of  wealth  managemi 
expertise— across  the  financial  spectrum— than  any  other  private  bank.  Equally  important 
have  the  objectivity  to  bring  this  expertise  together,  creating  more  integrated  solutions  to  y« 
complex  needs.  And  we  provide  these  customized  recommendations  based  on  the  extraordii 
strength  and  stability  of  Bank  of  America. 

Its  no  wonder  we've  been  entrusted  to  manage,  protect  and  pass  on  wealth  for  more  tli 


rate  Bank  is  dedicated  to  serving  affluent  families  and  individuals  with  comp 
(tyeineii!  needs.  Our  experienced  advisors  customize  unique  and  comprehensive  solvit 
'liridtiaL  iifagrating  tvorld-class  investment  management,  trusts,  credit  and  banki 

e  the  opportunity  to  work  with  you.  We  invite  you  to  call  Caroline  Gnu 

si}  inviv.ba nkofamcrieu .com /privatcbunk. 
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ACT  AND  COMMENT 

y  Steve  Forbes,  Editor-in-Chief 

with  all  thy  getting  get  understanding" 


Turn  Up  the  Heat  on  Terror  Central 


SPITE  THE  SEEMING  POST- EARTH  QUAKE  THAW  IN  RELATIONS 
th  Iran,  a  new  day  between  our  countries  is  not  a-dawning.  Iran's 
rd-liners  are  still  in  charge,  and  they  are  expert  at  playing  the 
od  cop  (moderate)/bad  cop  (hard-line)  routine  to  win  advan- 
ges.  Make  no  mistake,  this  clerical  dictatorship  is  a  principal 
urce  of  terrorism  around  the  world  today.  In 
an  terrorists  receive  training  as  well  as  fund- 
g,  and  the  country  is  a  prime  sanctuary  for 
ese  agents  of  evil.  Iran  also  is  working 
pidly  to  develop  nuclear  weapons  and  is  far 
ong  in  the  process  of  creating  missiles  to 
diver  these  and  other  weapons  of  mass 
jstruction  to  Europe  and,  eventually,  the  U.S. 

In  short,  the  Bush  Administration  should 
tchet  up  pressure  to  bring  about  a  regime 
lange.  Invading  Iran  a  la  Iraq  is  out  of  the 
lestion — for  now.  But  instead  of  trying  to 
ork  with  Teheran's  corrupt  clerics,  we 
ould  openly  extend  aid  to  various  Iranian 
^position  groups,  substantially  beef  up 
adio  Free  Europe-like  broadcasts  to  this  crit- 
al  country  and  start  putting  real  pressure  on  Russia  to  stop  pro- 
ding  Iran  with  all-important  assistance  for  its  military  programs. 

Iran's  malicious  mullahs'  ploy  is  to  buy  time.  Nothing  in  Iran's 


MBEHM 

Iran's  Natanz  nuclear  facility,  where  traces 
of  highly  enriched  weapons-grade  uranium 
have  been  found  by  international  inspectors. 


past  behavior  suggests  it  is  about  to  turn  over  a  new  leaf.  Its  suppos- 
edly moderate  President  Mohammad  Khatami — elected  by  the  peo- 
ple— is  a  toothless  tiger  who  has  not  opened  up  Iran  during  six  years 
in  power.  The  regime  still  cracks  down  hard  on  democratic  dissent. 
Our  pusillanimous  State  Department  says  that  ultimately  the 
Iranian  people  must  take  their  country  back 
from  its  oppressors.  Maybe,  but  that  doesn't 
mean  we  can't  take  a  more  proactive  approach 
in  helping  them  do  so.  Ronald  Reagan  pursued 
such  a  course  with  regard  to  the  U.S.S.R.'s 
European  satellites.  He  was  not  content  with 
containment;  he  wanted  to  actively  undermine 
the  Evil  Empire.  His  Administration  did  all  it 
could  to  clandestinely  help  Poland's  Solidarity 
movement.  Other  dissidents  were  also  aided, 
especially  with  communications  equipment. 
Broadcasts  of  Radio  Free  Europe,  Radio  Liberty 
and  the  Voice  of  America  were  all  strengthened. 
And,  of  course,  Reagan  engaged  America  in  its 
biggest  peacetime  military  buildup,  including 
the  much-criticized  Star  Wars  missile  defense 
program.  Result:  The  Berlin  Wall  fell  soon  after  Reagan  left  office. 

The  sooner  we  revive  this  Reaganesque  spirit  vis-a-vis 
Teheran,  the  faster  we'll  win  this  war  against  terrorism. 


Japan  Gains  From  Greenspan's  Goof 


PAN  WILL  REAP  AN  UNEXPECTED  BENEFIT  FROM  THE  FEDERAL 
eserve's  inflationary  actions.  The  printing  of  too  many  dollars 
is  sent  the  greenback  plummeting  against  both  the  euro  and 
e  yen.  The  European  Central  Bank  is  taking  a  passive  stance, 
tting  its  currency  appreciate.  Export-sensitive  Japan,  however, 
printing  a  flood  of  yen  to  buy  dollars  to  stem  the  yen's  rise, 
hese  new  yen  are  helping  to  end,  or  at  least  ameliorate,  Japan's 


devastating  more-than-a-decade-old  deflation. 

In  short,  Alan  Greenspan  is  doing  for  Japan's  parched  mone- 
tary system  what  the  Bank  of  Japan  has  sadly  refused  to  do  for 
years — showering  it  with  fresh  cash.  Crops  grow  only  when  there's 
sufficient  moisture;  the  dollar  inflation  is  giving  the  world's  second- 
largest  but  long-stalled  economy  some  much-needed  rainfall. 
Japan's  economy  will  be  the  stronger  for  this  inadvertent  reflation. 


. . .  And  So  Does  Hong  Kong 


NOTHER  BENEFICIARY  OF  THE  DECLINING  DOLLAR  WILL  BE 
long  Kong,  which  is  just  emerging  from  a  gut-wrenching  deflation, 
roperty  values  have  plunged  50%  or  more  since  1997.  China's 
pecial  Administrative  Region  has  1<   ig  tied  its  currency  to  the 


dollar  and  thus  suffered  from  our  1997-2001  deflation.  The  now- 
easy  dollar  will  give  Hong  Kong's  economy  a  much-needed  boost. 
Of  course,  if  the  Fed  keeps  its  printing  presses  churning,  Hong 
Kong,  like  the  U.S.,  will  feel  the  full  impact  of  the  effects  of  inflation. 


But  It's  Bad  News  for  Beijing 


HINA,  WHOSE  YUAN  IS  ALSO  TIGH  IXY  TIED  TO  THE  BUCK,  IS 
ready  experiencing  internal  inflation,  thanks  to  the  too  easy 
LS.  Federal  Reserve.  And  because  the  Middle  Kingdom's  dollar- 


caused  deflation  was  not  nearly  as  severe  as  Japan's,  it  will  feel  the 

negative  effects  of  the  debasing  of  its  currency  far  more  quickly. 

If  our  inflation  persists,  China  may  begin  to  feel  political 
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and  social  repercussions  in  a  year  or  so.  Inflation  always  dis- 
rupts social  peace.  For  China,  which  is  now  in  the  midst  of  a 
massive  transformation  from  a  totalitarian  economy  to  one  that . 
is  more  free  market,  the  problems  created  by  this  inflation  will 


Let/s  Tax  Everything! 


be  especially  unwelcome.  And  the  political  fallout  will  not  likel) 
make  the  U.S.  happy — internal  troubles  may  tempt  Beijing';; 
new  leadership  to  shelve  all  thought  of  allowing  any  liberalizing  I 
political  reforms. 


1 


THE  SENATE  IS  AGAIN  CONSIDERING  THE  ALLEN-WYDEN  BILL 
that  would  make  permanent  a  five-year-old  moratorium  on  spe- 
cial Internet  taxes.  The  House  has  already  passed  such  a  mea- 
sure; a  majority  of  senators  favor  it  as  well,  but  a  handful  of  tax- 
and-spend  members  of  the  "world's  most  deliberative  body" 
blocked  a  vote  on  this  bill  late  last  year.  These  legislators,  who 
have  never  met  a  tax  they  didn't  like,  argued  that  the  Internet 
should  be  taxed  the  way  everything  else  is.  Using  that  logic,  we 
should  lay  levies  on  breathing  and  blinking  our  eyes. 

The  Allen-Wyden  bill  doesn't  prevent  states  from  collecting 
sales  taxes  on  products  sold  to  residents  via  the  Internet.  The 


moratorium  only  prohibits  politicians  from  legislating  taxes  or 
services  used  to  access  the  Internet,  as  well  as  from  enacting  special 
"Internet  only"  taxes  that  aren't  levied  on  similar  things  offline. 

There  are  some  6,000  tax  jurisdictions  in  the  U.S.  Without  the 
moratorium  there  would  soon  be  tax  chaos:  Buy  something  online 
and  you  might  be  liable  not  for  just  your  home  state's  sales  tax  but 
given  the  nature  of  the  Internet,  for  those  of  numerous  other  juris 
dictions  as  well.  As  for  the  argument  that  states  and  municipalities 
need  to  smother  the  Internet  with  new  taxes  because  they  face 
fiscal  crises,  that's  BS.  Most  of  these  complainers  are  habitual 
overspenders:  Government  revenues  are  at  an  alltime  high. 


Coercing  Seniors 


NATIONAL  REPUBLICAN  LEGISLATORS  SHOULD  IMMEDIATELY 
remove  one  particular  bombshell  in  the  Medicare  drug  prescrip- 
tion bill  that  was  passed  last  fall.  The  provision  bars  seniors  from 
taking  out  insurance  to  cover  gaps  in  the  new  Medicare  pre- 
scription coverage  that  kicks  in  on  Jan.  1,  2006.  If,  for  instance, 
Medicare  doesn't  put  a  certain  drug  on  its  approved  list,  seniors 
can't  use  a  private  insurance  policy  to  help  buy  it.  Nor  can  insur- 
ance cover  monetary  shortfalls.  Make  no  mistake:  There  are  big 
gaps  in  this  bill.  After  meeting  a  $250  deductible,  seniors  pay 


25%  of  the  next  $2,000  in  drug  costs;  100%  of  costs  between 
$2,250  and  $5,100;  and  5%  of  any  costs  above  that  amount.  In 
other  words,  they  could  be  out  of  pocket  $3,600  or  more. 

It's  no  secret  why  advocates  of  socialized  medicine  put  this 
nasty  pill  in  the  bill:  Unable  to  get  relief  from  the  private  sector, 
seniors  will  pressure  Congress  to  make  this  new  entitlement 
more  generous.  Federal  bureaucrats  will  get  more  power  over  our 
pharmaceutical  industry  and  will  be  able,  through  the  back  door, 
to  put  drug  companies  under  de  facto  federal  price  controls. 


Better  Than  Business  School 


Mind  Your  Own  Business — by  Sidney  Harman  (Currency  Books, 
$24.95).  No  wonder  Harman  International  stock  has  soared, 
148%  last  year  alone.  Eighty- five-year-old  Sidney  Harman,  who 
cofounded  the  outfit  a  half-century  ago,  is  still  very  much  a  guid- 
ing presence,  though  no  longer  officially  the  CEO.  He's  that  rare 
executive  who  combines  first-rate  entrepreneurial 
instincts  with  excellent  managerial  abilities.  Almost 
everyone  pays  lip  service  to  the  now-cliched  phrase 
"thinking  outside  the  box."  But  Harman  actually  does 
it,  as  is  made  clear  in  this  quick-read,  all-in-one  book 
that  is  an  engaging  memoir  and  a  leadership  manual, 
as  well  as  a  how-to- negotiate/how-to-sell  primer. 

In  the  early  1950s  Harman  and  partner  Bernard^* 
Kardon  got  together  to  create  a  breakthrough  high- 
fidelity  audio  system.  Today,  thanks  to  superb,  cut- 
ting-edge products,  the  company  makes  a  bundle  of 
money,  even  though  most  of  its  sales  are  to  the  ultra-cost-con- 
scious, tightfisted  automobile  industry  Harman's  career,  how- 
ever, hasn't  been  a  string  of  glorious  triumphs.  For  example,  he 
lost  control  of  his  company  for  a  while  through  an  ill-consid- 
ered merger.  But  Harman  learned  from  his  successes  and  set- 
backs, never  losing  his  zest,  curiosity  or  drive  to  innovate. 

Breakthrough  products  are  not  Harman's  only  hallmarks.  In 
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1970  a  labor- relations  crisis  erupted  at  a  Harman  plant  in  Bolivar,  | 
Tenn.  "Our  plant  was  aging  and  old-fashioned.  If  Charles  Dickens 
had  visited  us  in  Bolivar,  he  would  have  felt  he  had  never  left  the 
grimier  parts  of  London.. . .  I  realized  then  that  the  way  I  ran  the 
plant  in  Bolivar  and  at  other  Harman  factories  was  in  contradiction 
to  everything  I  was  doing  at  Friends  World  College 
[where  Harman,  amazingly,  was  also  serving  as  pres- 
ident]." Harman  set  up  camp  in  Bolivar  and  boldly 
changed  the  way  the  factory  was  managed.  But  he 
didn't  impose  a  top-down  approach  in  creating  a 
better,  more  fruitful  and  participative  environment. 
"You  overlook  the  middle  managers  at  your  peril." 
Harman  is  one  of  the  few  corporate  chieftains 
who  puts  a  heavy  emphasis  on  writing.  He  wrote 
this  book  himself,  observing:  "Writing  is  discov- 
ery." Harman  International's  managers  submit 
detailed  written  reports  each  month.  The  company's  annual 
report  is  produced  in-house.  "Corporate  press  releases,  annual 
reports,  and  company  brochures  often  declare  that  'people  are 
our  primary  asset.'  Unless  that  precious  sentiment  is  combinec 
with  programs  that  reflect  it,  it  is  both  precious  and  empty." 

Want  to  send  your  executives,  your  kids  or  yourself  to  busi 
ness  school?  Save  time  and  money  by  buying  this  book. 


HANDHELD  OFFICE. 
HANDS-FREE  MEETINGS 


I  I  I 


BLACKBERRY 


NTRODUCING  THE  FIRST  BLACKBERRY® 
/ITH  SPEAKERPHONE  AND  WALKIE-TALKIE. 
RADE  UP  AND  GET  $100  OFF. 

all.  Email.  Schedule.  Hold  conferences  without  rooms. 

h'th  the  new  BlackBerry  7510™. 

he  only  full-color  handheld  loaded  with 

HI  phone,  walkie-talkie  and  speakerphone. 

ade  in  your  old  PDA'  now.  You'll  get  $100  off. 
.nd  you'll  get  more  done. 

10Q-NEXTEL9     NEXTEL.COM 


MON,  SEP  IS 

Messages 

ry        >Q>000(. 


NEXTEL 


Done. 


LACKBERRY 


Her  ends  3/31/2004  A  S100  credit  will  be  applied  to  account  as  a  used  equipment  reimbursement  Credit  will  appear  as  a  •'Used  Equipment  Reimbursement^on  theJsUr^djnvc.,ce  afterffi^e trade-m  ."."l^as  been  recejved^by  Nex_teL 
and  upqrades  eligible.  Trade-in  units  must  be  functional  and  powe 


Ifft  r  valid  *il!i  Palm  (1705.  VIIX,  VII  and  Tungsten).  Handspring  Treo  (300, 270, 180),  Good  G100,  D,.nger  Sidekick/Hiptop  OS,  and  RIM  850.  RIM 
"  R^950 Km 957 rlSs  ©2004  ^^ZZXl^^M      D  WE  are  service  marks,  trademarks,  and/or  registered  trademarks  owned_  bytatel  Commumcatonsjnc^  families 


I  rights  reserved. 


OTHER  COMMENTS 


Routine  is  not  organization,  any  more  than  paralysis  is  order. 

—SIR  ARTHUR  HELPS 


American  Charity  The  clerics  who  hold  real  power  in 
Iran,  from  Ayatollah  AH  Khamenei  to  Ali  Akbar  Hashemi  Rafsan- 
jani,  the  former  president,  are  pragmatists.  Mr.  Rafsanjani  has 
always  been  one  part  hard-liner:  He  has  supported  terror  as  a 
policy  instrument  in  the  Middle  East.  But  he  has  also  been  one 
part  modernizer:  So  steady  has  been  his  enthusiasm  for  commer- 
cial ties  with  the  U.S.  that  the  White  House  throughout  the  late 
1980s  mistakenly  took  him  for  one  of  Iran's  foremost  reformers. 
The  U.S.  cannot  risk  making  similar  misjudgments  today.  Send- 
ing doctors  [to  earthquake-torn  Bam]  shows  goodwill  and 
resolve.  But  the  mullahs  have  had  plenty  of  chances  over  the  years 
to  see  that  American  charity,  where  proffered,  is  both  sincerely 
meant  and  effectively  delivered.  That  has  not  yet  sufficed  to  bring 
the  two  countries'  national  interests  into  alignment,  and  is  no 
more  likely  to  do  so  as  the  U.S.  settles  in  for  the  long  haul  in  Iraq. 

—CHRISTOPHER  CALDWELL, 
senior  editor,  The  Weekly  Standard.,  in  Financial  Times 

UN-Dermining  the  Net  There's  mounting  evidence 
that  the  Internet's  good  old  days  as  a  global  cyberzone  of 
freedom — where  governments  generally  take  a  "hands  off' 
approach — may  be  numbered.  [Last  year]  delegates  from  192 
countries  met  in  Geneva  to  discuss  how  the  Internet  should  be  gov- 
erned and  what  steps  should  be  taken  to  solve  the  global  "digital 
divide"  and  "harness  the  potential  of  information"  on  behalf  of  the 
world's  poor.  Also  on  the  table  at  the  session — the  United  Nations 
World  Summit  on  the  Information  Society — was  the  question  of 
domain  name  management  and  how  much  protection  free  speech 
and  expression  should  receive  on  the  Net.  The  real  issue,  however, 
is  whether  a  "United  Nations  for  the  Internet"  is  on  the  way 
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The  great  advantage  of  the  Net  is  precisely  the  ability  to 
reach  as  many  people  as  possible  and  overcome  artificial  restric- 
tions on  trade  or  communications  at  traditional  geographic 
boundaries.  The  Web,  whatever  problems  it  has  raised,  has  pro- 
vided far  more  opportunity  and  freedom  to  mankind.  The 
United  Nations  appears  eager  to  assume  greater  control  over  the 
Net,  not  because  of  its  failures,  but  because  it  undermines  mem- 
bers' authority.  That  sounds  like  the  best  reason  ever  to  make 
sure  a  United  Nations  for  the  Internet  never  becomes  a  reality. 
—ADAM  THIERER  and  CLYDE  WAYNE  CREWS  JR.,  Cato  Institute 

Time-ConSUlTling  I've  been  on  a  diet  for  two  weeks 
and  all  I've  lost  is  two  weeks. 

— TOTIE  FIELDS 

Breaking  the  Spiral  Even  after  a  decade  of  economic 
stagnation,  Japan  is  the  world's  second  biggest  economy  with  a 
strong,  stable  lead  over  Germany.  It  is  rich,  holding  the  world's 
biggest  international  reserves  and  net  international  investment 
position.  We  continue  to  reject  the  view  that  structural  reforms 
are  a  key  obstacle  to  Japan's  growth.  Increased  economic  flexi- 
bility would  help,  but  the  key  variable  is  deflation  expectations. 
Part  of  Japan's  deflation  problem  has  been  the  expectation  of 
lower  prices.  With  the  [U.S.]  showing  clear  signs  of  inflation, 
Japan  has  a  better  chance  of  exiting  its  deflation. 

Japan  is  awash  in  liquidity.  Japan's  monetary  base  is  38% 
bigger  than  the  U.S.  monetary  base,  even  though  Japan's  econ- 
omy is  smaller  and  the  yen  is  not  used  internationally.  For  years, 
the  question  has  been  the  risk  of  yen  strength  driving  yen  prices 
even  lower.  The  price  of  gold  has  moved  above  its  10-year  mov- 
ing average,  as  have  commodity  prices.  Though  Japan's  defla- 
tion is  entrenched,  inflation  in  the  U.S.  may  break  the  spiral. 

—DAVID  MALPASS,  chief  global  economist,  Bear  Stearns 

Right  State  Of  Mind  It  is  folklore  in  the  company  that 
"the  old  man"  never  walks  the  floor  without  checking  the  labels 
on  the  shipping  cartons  and  without  straightening  the  pictures 
or  signs  on  the  walls.  That  is  not  mere  idiosyncrasy.  I  am 
convinced  that  if  the  label  on  a  carton  is  crooked,  it  speaks  to  a 
state  of  mind.  If  the  label  is  crooked,  I  question  the  quality  of 
the  contents  of  the  carton.  And  I  know  that  as  I  fuss  with  that 
kind  of  thing,  it  earns  me  the  sometimes  amused  but  always 
appreciative  respect  of  the  people  on  the  line. 

—SIDNEY  HARMAN,  Mind  Your  Own  Business 

The  Cold  Shoulder  Winter  is  nature's  way  of  saying, 
"Up  yours." 

—ROBERT  BYRNE     F 
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UN:  Get  Out  of  New  York! 


HE  YEAR  2003  WAS  A  TRIUMPHANT  ONE  FOR  AMERICA.  BUT 
nuch  remains  to  be  done  to  make  the  world  a  safer,  fairer  place. 
)ne  problem:  the  UN.  What's  to  be  done  about  that  nest  of  cor- 
uption,  double  standards  and  staggering  incompetence?  No 
>oint  in  rehashing  the  UN's  unrelieved  record  of  failure,  which  in 
Africa  alone  has  cost  hundreds  of  thousands  of  lives.  I  am  not 
uggesting,  at  this  stage,  that  the  U.S.  should  leave  the  organiza- 

on  (or  disorganization),  although  that  may  well  happen  in  time. 
What  I  do  suggest  is  that  the  U.S.  should  give  the  UN  notice 

0  quit.  When  America  was  the  leader  of  a  successful  wartime 
:oalition — and  the  world  wished  it  to  continue  in  that  role — it 
nade  excellent  sense  to  place  UN  headquarters  in  New  York.  But 
hose  days  have  long  passed.  America  has  accepted  its  world- 
>oliceman  destiny,  and  the  UN  is  merely  a  minor  obstacle  to  the 
uccessful  performance  of  that  task.  The  place  has  become  a 
nere  theater  of  empty  rhetoric  and  shameless  deals  supporting 

growing  tide  of  anti-Semitism  and  racism  and — let  us  not  be 
nealymouthed — state  crime.  It  is  a  place  where  near-bankrupt 
ictatorships  can  sell  their  votes  to  the  highest  bidder. 

It  is  also  a  place  where  well-connected  playboy  diplomats 
om  the  Third  World  can  indulge  in  an  expense-account  lifestyle 

1  one  of  the  richest  cities  on  earth,  ignoring  the  pitiful  poverty  of 
heir  home  countries  and  often  using  their  diplomatic  immunity 
o  break  the  law.  This  is  an  insult  to  the  dignity  of  the  human  race. 

As  the  UN  is  now  constituted,  a  far  better  location  for  it  would  be 
a  city  near  the  gravitational  center  of  the  Afro-Eurasian  landmass. 
rhere  it  would  be  close  to  the  realities  of  the  problems  it  ought  to  be 
adding — poverty;  bad,  cruel  and  corrupt  governments;  interna- 
ional  lawlessness;  civil  wars.  The  place  I'd  suggest  is  Dar  es  Salaam 
though  I  can  think  of  a  half-dozen  other  equally  suitable  venues). 
Having  UN  headquarters  there  would  hugely  reduce  the  cost  of  run- 
ling  it  and  its  associated  activities  from  New  York.  It  would  also  deter 
he  playboy  element  that  is  one  of  the  curses  of  the  organization  and 
elp  persuade  both  staff  and  delegations  to  take  their  jobs  seriously. 

Personally,  I  fear  the  UN  is  a  lost  cause,  incorrigibly  frivo- 
ous  and  corrupt  and  beyond  reform.  But  such  a  move  might 
:onceivably  give  the  UN  the  fundamental  jolt  it  needs. 

What  Should  Replace  the  UN  at  Its  Site? 

Americans  may  despise  the  UN's  community,  but  it  forms  an 
important  part  of  New  York  City's  economy  and  its  departure 
ould  be  felt.  It  should  be  replaced  by  a  proper,  law-abiding  and 
practical  world  security  organizat  c  1 1,  whose  existence  is  already 
implicit  in  what  the  U.S.  and  its  alii  :s  are  trying  to  do  in  the  world. 


Since  the  end  of  the  1980s  and  the  collapse  of  the  Evil  Empire 
and  communism,  the  North  Atlantic  Treaty  Organization — perhaps 
the  most  successful  alliance  in  world  history — has  been  in  need  not 
so  much  of  drastic  reform  but  of  actual  replacement  by  an  entity 
adapted  to  the  2 1st  century.  NATO  was  established  for  the  defense  of 
Europe — that  is,  central  and  western  Europe — from  an  imminent 
military  threat  from  the  Soviet  Union.  NATO's  location,  logistics, 
composition  and  war  plans  all  reflect  that  object.  The  threat  has,  for 
all  practical  purposes,  vanished,  but  others  have  taken  its  place. 

There  is  a  strong  case  for  America,  Britain  and  other  allied  stal- 
warts' maintaining  bases  in  Germany  as  staging  posts  to  more  im- 
minently relevant  military  theaters,  such  as  the  Middle  East.  But  the 
actual  deployment  for  war  in  central  Europe  makes  no  sense  and  is 
grotesquely  expensive.  Still  more  out  of  date  is  having  NATO's  head- 
quarters in  Belgium,  a  tiresome  and  self-righteous  troublemaking 
country.  It  is,  in  effect,  a  French  satellite  and  is  given  to  passing  laws 
that  make  it  difficult  for  an  international  body  to  do  its  job  there. 

Sensible  Move 

A  transfer  to  New  York,  to  the  extensive  sites  currently  occupied 
by  the  UN,  would  make  a  great  deal  of  geographical  and  admin- 
istrative sense,  since  the  U.S.  is  inevitably  the  fighting  and  diplo- 
matic core  of  any  updated  world-security  machine.  Proximity 
to  Washington  and  U.S.  military  headquarters,  to  weapons 
stockpiles  and  transport  systems  would  obviously  save  time  and 
money.  New  York  is  unrivaled  as  a  communications  center, 
something  that  cannot  be  said  of  Brussels.  And  New  York's  pop- 
ulation mix  reflects  the  teeming  variety  of  all  humanity,  which 
the  new  system  would  be  pledged  to  defend. 

New  York  is  also  close  to  the  world's  effective  political  center. 
Europe  is  a  continent  in  relative  economic  and  catastrophic 
population  decline.  The  composition  of  its  population  has  been 
changing  rapidly  since  it  lost  control  of  its  frontiers.  The  Muslim 
migration  makes  Europe  unsuitable  for  a  world  base  from 
which  to  fight,  for  example,  fundamentalist  terrorism. 

New  York,  however,  is  the  leading  city  of  a  country  with  a  Pacific 
coast  and  a  glorious  pacific  future.  This  is  important,  for  it  is  vital 
that  a  world  security  organization  eventually  include  all  the  demo- 
cratic powers  that  respect  the  rule  of  law — especially  small  but  sig- 
nificant states  such  as  Singapore  and  old  faithfuls  in  Australasia,  as 
well  as  India  and  Japan,  which  at  present  do  not  pull  dieir  weight  in 
world  affairs.  New  York,  which  suffered  so  brutally  in  the  9/1 1  ter- 
rorist attacks,  deserves  to  play  a  key  role  in  devising  the  machinery 
to  make  such  tragedies  much  less  likely  in  the  future.  F 
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UN:  Get  Out  of  New  York! 


H  THE  YEAR  2003  WAS  A  TRIUMPHANT  ONE  FOR  AMERICA.  BUT 
much  remains  to  be  done  to  make  the  world  a  safer,  fairer  place. 
One  problem:  the  UN.  What's  to  be  done  about  that  nest  of  cor- 
uption,  double  standards  and  staggering  incompetence?  No 
>oint  in  rehashing  the  UN's  unrelieved  record  of  failure,  which  in 
Africa  alone  has  cost  hundreds  of  thousands  of  lives.  I  am  not 
uggesting,  at  this  stage,  that  the  U.S.  should  leave  the  organiza- 
ion  (or  disorganization),  although  that  may  well  happen  in  time. 

What  I  do  suggest  is  that  the  US.  should  give  the  UN  notice 
o  quit.  When  America  was  the  leader  of  a  successful  wartime 
coalition — and  the  world  wished  it  to  continue  in  that  role — it 
made  excellent  sense  to  place  UN  headquarters  in  New  York.  But 
those  days  have  long  passed.  America  has  accepted  its  world- 
policeman  destiny,  and  the  UN  is  merely  a  minor  obstacle  to  the 
successful  performance  of  that  task.  The  place  has  become  a 
mere  theater  of  empty  rhetoric  and  shameless  deals  supporting 
a  growing  tide  of  anti-Semitism  and  racism  and — let  us  not  be 
mealymouthed — state  crime.  It  is  a  place  where  near-bankrupt 
dictatorships  can  sell  their  votes  to  the  highest  bidder. 

It  is  also  a  place  where  well-connected  playboy  diplomats 
from  the  Third  World  can  indulge  in  an  expense-account  lifestyle 
in  one  of  the  richest  cities  on  earth,  ignoring  the  pitiful  poverty  of 
their  home  countries  and  often  using  their  diplomatic  immunity 
to  break  the  law.  This  is  an  insult  to  the  dignity  of  the  human  race. 

As  the  UN  is  now  constituted,  a  far  better  location  for  it  would  be 
in  a  city  near  the  gravitational  center  of  the  Afro- Eurasian  landmass. 
There  it  would  be  close  to  the  realities  of  the  problems  it  ought  to  be 
tackling — poverty;  bad,  cruel  and  corrupt  governments;  interna- 
tional lawlessness;  civil  wars.  The  place  I'd  suggest  is  Dar  es  Salaam 
(though  I  can  think  of  a  half-dozen  other  equally  suitable  venues). 
Having  UN  headquarters  there  would  hugely  reduce  the  cost  of  run- 
ning it  and  its  associated  activities  from  New  York.  It  would  also  deter 
the  playboy  element  that  is  one  of  the  curses  of  the  organization  and 
help  persuade  both  staff  and  delegations  to  take  their  jobs  seriously. 

Personally,  I  fear  the  UN  is  a  lost  cause,  incorrigibly  frivo- 
lous and  corrupt  and  beyond  reform.  But  such  a  move  might 
conceivably  give  the  UN  the  fundamental  jolt  it  needs. 

What  Should  Replace  the  UN  at  Its  Site? 

Americans  may  despise  the  UN's  community,  but  it  forms  an 
important  part  of  New  York  City's  economy  and  its  departure 
would  be  felt.  It  should  be  replaced  by  a  proper,  law-abiding  and 
practical  world  security  organizatic ,;,  whose  existence  is  already 
implicit  in  what  the  U.S.  and  its  alii  ,-s  are  trying  to  do  in  the  world. 


Since  the  end  of  the  1980s  and  the  collapse  of  the  Evil  Empire 
and  communism,  the  North  Atlantic  Treaty  Organization — perhaps 
the  most  successful  alliance  in  world  history — has  been  in  need  not 
so  much  of  drastic  reform  but  of  actual  replacement  by  an  entity 
adapted  to  the  2 1  st  century.  NATO  was  established  for  the  defense  of 
Europe — that  is,  central  and  western  Europe — from  an  imminent 
military  threat  from  the  Soviet  Union.  NATO's  location,  logistics, 
composition  and  war  plans  all  reflect  that  object.  The  threat  has,  for 
all  practical  purposes,  vanished,  but  others  have  taken  its  place. 

There  is  a  strong  case  for  America,  Britain  and  other  allied  stal- 
warts' maintaining  bases  in  Germany  as  staging  posts  to  more  im- 
minently relevant  military  theaters,  such  as  the  Middle  East.  But  the 
actual  deployment  for  war  in  central  Europe  makes  no  sense  and  is 
grotesquely  expensive.  Still  more  out  of  date  is  having  NATO's  head- 
quarters in  Belgium,  a  tiresome  and  self-righteous  troublemaking 
country.  It  is,  in  effect,  a  French  satellite  and  is  given  to  passing  laws 
that  make  it  difficult  for  an  international  body  to  do  its  job  there. 

Sensible  Move 

A  transfer  to  New  York,  to  the  extensive  sites  currently  occupied 
by  the  UN,  would  make  a  great  deal  of  geographical  and  admin- 
istrative sense,  since  the  U.S.  is  inevitably  the  fighting  and  diplo- 
matic core  of  any  updated  world-security  machine.  Proximity 
to  Washington  and  U.S.  military  headquarters,  to  weapons 
stockpiles  and  transport  systems  would  obviously  save  time  and 
money.  New  York  is  unrivaled  as  a  communications  center, 
something  that  cannot  be  said  of  Brussels.  And  New  York's  pop- 
ulation mix  reflects  the  teeming  variety  of  all  humanity,  which 
the  new  system  would  be  pledged  to  defend. 

New  York  is  also  close  to  the  world's  effective  political  center. 
Europe  is  a  continent  in  relative  economic  and  catastrophic 
population  decline.  The  composition  of  its  population  has  been 
changing  rapidly  since  it  lost  control  of  its  frontiers.  The  Muslim 
migration  makes  Europe  unsuitable  for  a  world  base  from 
which  to  fight,  for  example,  fundamentalist  terrorism. 

New  York,  however,  is  the  leading  city  of  a  country  with  a  Pacific 
coast  and  a  glorious  pacific  future.  This  is  important,  for  it  is  vital 
that  a  world  security  organization  eventually  include  all  the  demo- 
cratic powers  that  respect  the  rule  of  law — especially  small  but  sig- 
nificant states  such  as  Singapore  and  old  faithfuls  in  Australasia,  as 
well  as  India  and  Japan,  which  at  present  do  not  pull  their  weight  in 
world  affairs.  New  York,  which  suffered  so  brutally  in  the  9/1 1  ter- 
rorist attacks,  deserves  to  play  a  key  role  in  devising  the  machinery 
to  make  such  tragedies  much  less  likely  in  the  future.  F 
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Performance  Apparel 


Under  Armour  has  won  big,  thanks  to  financing  from  CIT,  and  a  great  idea: 

high-tech  sports  apparel  that  stays  dry  and  light  even  when  drenched. 

For  financing  that  performs,'  visit  CI-T.fom.*We  see  what  you  see. 


IGITAL  RULES 

\y  Rich  Karlgaard,  Publisher 


Democratic  Fever  Swamp 


Memo  to  Howard  Dean  (and  fellow  Democrats):  Drop 
the  anger  and  give  us  some  bold  and  positive  ideas. 


IOUGHT  EXPERIMENT:  TAKE  A  PAIR  OF  IDENTICAL  TWINS  WHO 
lare  30,  have  equal  gifts  and  the  same  eye  for  opportunity.  The 
(only  difference  is  seemingly  trivial.  One  believes  Lee  Harvey 
(Oswald,  acting  alone,  shot  JFK;  the  other  blames  a  conspiracy.  For 
lour  little  experiment,  any  conspiracy  will  do — LBJ,  Castro,  the 
IMob,  etc.  The  onlv  thing  we  care  about  is  this:  One  twin  believes 
(Oswald  acted  alone,  and  the  other  thinks  a  group  of  bad  people 
|conspired  to  murder  JFK  and  then  kept  it  quiet  for40-plus  years. 
Set  these  twins  loose  for  20  years.  Watch  as  they  progress 
Ithrough  careers  and  family  life.  Check  with  them  at  age  50  to  see 
Ihow  they're  doing.  I'd  bet  huge  sums  of  money  that  the  twin 
(who  thought  Oswald  acted  alone  would 
(go  on  to  enjoy  more  success  than  would 
(the  other,  the  conspiracy  butt. 

You  might  imagine  that  the  con- 
spiracy buff  fell  into  an  obsession  with 
(the  crime,  wasting  his  productive  years 
prowling  through  numerous  books, 
gory  8mm  films,  obscure  Web  sites  and 
the  sixth  floor.  This  happens  to  a  mi- 
nority of  conspiracy  buffs.  Forget 
about  them.  I'm  willing  to  bet  that 
even  a  casual  buff  would  experience  a  rockier  life  than  the  other 
twin,  regardless  of  how  little  time  he  wasted  mulling  over  grassy 
knolls.  It's  the  act  of  believing  in  conspiracies  at  all  that  will 
damn  the  poor  soul.  Belief  in  conspiracies  is  a  proxy  for  a  pas- 
sive and  sour  habit  of  mind,  a  dark  worldview — a  cqnviction 
that  forces  unseen  conspire  to  keep  you  down. 

Chomsky-Krugman  Syndrome 

Such  are  the  thoughts  of  many  of  the  voters  who  will  determine 
the  Democratic  nominee  for  President  over  the  next  several 
we*eks.  Animated  by  a  belief  that  George  Bush  stole  the  2000 
election — never  mind  that  the  liberal  New  York  Times  and  the 
centrist  USA  Today,  in  separate  studies,  found  otherwise — these 
hardcore  primary  voters  rage  from  their  seats  on  the  pity  pot, 
ready  to  believe  just  about  anything  suggestive  of  machinated 
unfairness:  Bush  knew  the  9/ 1 1  attack  was  coming;  Iraq  is  about 
oil,  period;  the  rebuilding  of  Iraq  is  a  scheme  to  line  Flallibur- 
ton's  pockets;  Dick  Cheney  (or  Karl  Rove)  runs  things.  Each  of 
these  wild  charges  has  been  lobbed  into  the  debate  by  one  or 
more  of  the  Democrats  now  running  for  President. 

The  Democrats  need  to  slap  t'nemselves  out  of  this  feverish 
delirium  (known  as  Chomsky- Mugman  Syrrdrome),  or  their 
demise  could  harm  the  country.  The  more  entrenched  the  Repub- 
licans become,  the  less  enthusiastic  they  will  feel  about  leaner 
government.  Under  the  current  P:  -sident  Bush  the  federal  gov- 


ernment has  grown,  as  a  percentage  of  GDP,  from  18.4%  to  20%, 
the  highest  it's  been  in  20  years.  There  are  no  checks  and  balances. 
What  can  Democrats  do  to  rehabilitate  themselves?  Well, 
first  they  need  to  recognize  that  their  problems  are  not  a  result 
of  "large  forces"  conspiring  against  them,  as  Al  Gore  said  about 
the  American  people  in  his  strangely  incoherent  2000  conven- 
tion speech.  Rather,  the  Democrats'  present  problem  is  the 
party's  unwillingness  to  see  the  world  as  it  is. 

Regarding  the  economy,  the  Democrats  could  try  to  position 
themselves  as  better  supply-siders  than  Republicans.  The 
Republicans  have  left  some  areas  vulnerable  to  attack.  Specifi- 
cally, the  Dems  could: 
•  Become  the  party  of  the  flat  tax.  Can 
you  imagine?  In  a  heartbeat  Democrats 
would  own  the  debate.  They  could  tar 
Republicans  as  running  dogs  for  special 
interests — and  this  time  the  charge 
would  stick.  Democrats  could  sell  a  flat 
tax  to  their  liberal  base  by  lifting  the  ceil- 
ing on  FICA  taxes  so  that  a  20%  tax  really 
would  mean  a  20%  tax.  Ditto  for  divi- 
dends, capital  gains  and  estate  taxes — a 
flat  20%,  for  everyone.  Democrats  may  think  they  score  points  by 
promising  to  "soak  the  rich,"  but  I  assure  you  they  would  win  elec- 
tions if  they  spread  the  tax  burden.  A  taxpayer  is  an  engaged  voter. 

•  Advocate  tirelessly  for  small  business  and  the  self-employed. 
Rhetoric  alone  won't  get  it  done,  so  the  Dems  would  have  to 
propose  a  slate  of  tax  and  regulatory  changes  to  show  that  for 
once  they  really  meant  it.  For  example,  Dems  could  favor  the  tax 
expensing  of  business  equipment  over  depreciation.  They  could 
assert  their  belief  that  stock  options  for  the  many  are  superior  to 
restricted  grants  for  a  few.  They  could  make  a  principled  case  for 
busting  monopolies,  both  private  and  public. 

•  Attack  corporate  welfare.  The  Club  For  Growth's  Stephen 
Moore  says  $100  billion  of  pork  annually  exists  in  three  federal 
payments  alone:  to  the  World  Bank,  to  the  International  Mone- 
tary Fund  and  to  large  agribusinesses. 

•  Talk  loudly  and  often  about  giving  taxpayers  value  for  their 
money,  which  Bill  Clinton  did  effectively.  Oddly,  not  one  of  the 
nine  Dems  running  for  President  can  find  his  or  her  voice  on  this. 

Changes  such  as  these  have  about  a  snowball's  chance,  of 
course.  The  best  we  can  hope  for  is  that  the  Dems  will  wake  up 
in  the  gutter  and  be  shocked  back  into  sanity  one  of  these  days. 
Memo  to  Democrats:  Forget  the  conspiracy  crap  and  get  back  in 
the  game  with  some  bold  and  positive  ideas.  F 
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available  and  to  regulatory  requirements.  Schwab  facilitates  access  to  the  Service,  but  neither  Schwab  nor  SRPS  supervises  or  takes  responsibility  for  monitoring  the  Service.  ©2084 
Charles  Schwab  &  Co..  Inc  Member  NYSE/SIPC.  (1203-14005).  ADS26514SPD, 


From  day  one  at  Chari  ab,  our  mission  has  been  clear:  Always 

inve  id  the  markets.  It's  a  simple  belief  that  drives  us  each  and 

an  opportunity  I  hotter,  well  find  it. 


►  "THIS  IS  WHERE  WE  COME  IN 


WE  HELPED  MAKE  TRADING  MORE  AFFORDABLE  FOR  EVERYONE 


WE  BUILT  AN  OBJECTIVE  STOCK  RATING  SYSTEM. 


WE  HELPED  BRING  GREATER  LIQUIDITY  TO  EQUITY  MARKETS 


WE  PIONEERED  AN  INDUSTRY  BY  HELPING  INDEPENDENT  FINANCIAL  ADVISORS. 


WE  MADE  PERSONALIZED  401(k)  ADVICE  AVAILABLE 


always  lookuiB  tor  w 


1-800-9-SCHWAB         chariesschwabcor  .com        over  300  locations  nationwide 


charles  schwab 

Seeing  the  market  from  a  different  persr  ective.  Yours.™ 
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informertSfnrhfts.nnr 


Any  Refund  in  the  CARDS? 


V 


fenture  capitalist  Neal  M. 
Douglas  (left),  cofounder  of 
AT&T  Ventures  and  until  re- 
cently a  partner  at  Spectrum  Equity 
Investors,  used  an  allegedly  abusive 
tax  shelter  called  CARDS  (Custom 
Adjustable  Rate  Debt  Structure)  to 
initially  claim  a  $68  million  short- 
term  capital  loss  for  2000.  He  and 
his  wife  say  it  was  proper  but,  per- 
haps worried,  in  2003  paid  an  extra 
$14.5  million  in  federal  income  tax 
and  interest.  They  recently  sued  for 
it  back  in  San  Jose,  Calif,  federal  court.  The  Internal  Revenue  Ser- 
vice says  the  couple  might  owe  $5.7  million  more. — Janet  Novack 


Meal  Culpa 


Violating  every  rule  of  marketing,  CKE  Restaurants,  owner  of  the 
Hardee's  hamburger  chain,  ran  TV  spots  last  year  featuring  Chief 
Executive  Andrew  Puzder  chewing  out  his  own  operation.  In  stark 
black-and-white  spots  he  admitted  to  poor  service,  hard-to-read 
menus  and  undersize  burgers  while  vowing  to  do  better.  And  he 
has.  Partly  by  revising  offerings  and  adding  a  new  item — the 
"Thickburger" — third-quarter  results  showed  a  6.8%  increase  in 
Hardee's  same-store  sales.  Shares  are  up  127%  from  early  2003  to 
a  recent  $6.92.  More  quirky  ads  are  coming.         — Dirk  Smillie 

More  Bad  News  for  Bad  Brokers 

A  New  York  appeals  court  says  an  investor  suing  over  an  allegedly 
mismanaged  account  can  claim  not  only  actual  losses — what  it 
would  take  to  be  made  whole — but  also  what  would  have  been 
earned  had  the  assets  been  invested  in  an  index  like  the  S&P  500. 
Scalp  &  Blade,  a  nonprofit  scholarship  fund  in  Buffalo,  N.Y.,  sued 
Advest  and  broker  Robert  J.  Franger  after  assets  dropped — during 
the  1990s  boom  market— from  $205,000  to  $106,000  over  two 
years.  Defendants  deny  claims  they  churned  the  account  and  took 


undue  risks.  "Gross  economic  loss,  adjusted  for  the  overall  mar 
ket's  performance,"  is.  the  proper  damages  in  such  a  case,  th 
judges  held.  A  trial  looms.  — J.N.  and  William  P.  Barret 

So  Why  Isn't  He  a  Billionaire  Himself? 

From  Toronto,  ex-software  salesman  Bill  Samagalsky  has  begun 
Web  site,  winnersedgeinfo.com,  that  he  says  uses  statistics  to  iden 
tify  number  combinations  most  likely  to  be  drawn  in  U.S.  an< 
Canadian  lotteries.  Subscribers  pay  $5  (U.S.)  a  month  for  the  tips 
Samagalsky,  44,  says  he  has  been  using  mathematics  and  comput 
ers  to  research  lottery  results  for  20  years.  He  says  he  still  doesn' 
know  why  certain  number  patterns  recur  in  certain  lotteries,  bu 
that  he  nevertheless  can  identify  what  one  of  his  press  release 
calls  "exceptional  Lotto  odds."  — W.P.E 

Thank  Goodness 

Motorola's  new  boss,  Edward 
Zander,  arrives  amid  word  of  a  re- 
cent product  offering  in  China: 
cell  phones  preloaded  with  a 
karaoke  application.  The  V730 
sports  a  color  screen  that  will  dis- 
play downloaded  lyrics  to  accom- 
pany downloaded  music.  Mo- 
torola says  it  has  no  plans  to  sell 
the  unit  in  the  U.S.  — D.S. 


Just  What  Nasdaq  Needs  for  Its  Image 

Finance  professors  say  tracking  short-sellers  on  Nasdaq  can  yield 
big  returns  because  shorted  stocks  usually  underperform  in  the 
short  term.  "An  investor  who  opens  a  short  position  on  a  day  of  high 
short-selling  in  a  stock  and  closes  it  three  days  later  can  obtain  a 
positive  net  profit,"  says  the  Financial  Analysts  Journal  study  by 
Georgetown's  James  J.  Angel  and  George  Mason's  Stephen  E. 
Christophe  and  Michael  G.  Ferri.  Excluding  transaction  costs,  they 
figure  this  trading  anomaly  generates  an  excess  return  for  shorts  of 
1.23%,  which,  annualized,  tops  100%.  -W.P.B. 


Government  Credits  for  Cancer  Sticks  and  Poop 


Budget  woes  among  the  50  states  haven't  stopped  recent  addition  or  expansion  of  some  generous  tax  breaks.  —J.N.  and  Robert  Reigle 


STATE  TAX  CREDIT  FOR 

Hawaii  developer  of  aquarium  on  Oahu 

Illinois  in-state  movie  and  TV-show  production 

Louisiana  dentists  practicing  in  :<  derserved  areas 

Maryland  purchases  of  aquacsirture  oyster  floats 

New  Jersey  brownfield  enviroi.ii      al  remediation 

New  Mexico  energy  from  animal  v..    e  and  other  biomass 

North  Carolina  cigarette  exports 

Rhode  Island  alternative-fuel  vehicles 

Washington  worker  ride-sharing ,  bike-    w    k  programs 
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MAGNITUDE 

$75  million  over  ten  years 
$6,250  per  in-state  employee 
$5,000  a  year 

100%  of  purchase  price,  up  to  $500 
100%  of  qualified  costs 
1  cent  per  kilowatt-hour 
40  cents  per  1,000  cigarettes 
50%  of  modification  expense 
$60  a  year  per  employee 


COMPANIES  THAT 
NEED  IT  NOW 
RUN  SAP 


Time  is  money.  So  it's  impori  >  t  to  get  new  business  software  up  and  running  quickly.  Which  is  why  SAP®  solutions 

built  on  the  open  SAP  NetWe  er    platform  make  so  much  sense,  liecause  they're  designed  with  fast  implementation 

in  mind,  you  can  sec  bu  ine  results  quickly.  Visit  sap.com/speed  or  call  cSOO  880  172"  to  see  how  fast  SAP  can 

make  things  happen  for  youi  company. 


ON  MY  MIND 


By  John  Stossel,  coanchor  of  abc's  20/20  and  author  of  give  me  a  break:  how  i  exposed  hucksters, 

CHEATS,  AND  SCAM  ARTISTS  AND  BECAME  THE  SCOURGE  OF  THE  LIBERAL  MEDIA  ... 

In  Defense  of  Greed 

Mother  Teresa  helped  many  people,  but  Michael  Milken  helped  more. 


THE  WAILING  ABOUT  "CORPORATE  GREED"  IS  ENDLESS.  THE 
media  sneer  at  the  "selfishness"  of  capitalism.  If  FORBES  picked 
its  slogan  today,  in  the  age  of  Enron  and  Parmalat,  I  bet  it 
wouldn't  choose  "Capitalist  Tool." 

The  media  tell  us  there  are  two  worlds:  the  nonprofit  one, 
where  everything  warm,  caring  and  devoted  to  the  public  good 
takes  place;  and  the  for-profit 
one,  where  capitalists  cruelly 
exploit  the  weak.  In  the  movies 
today,  the  person  most  likely  to 
be  portrayed  as  a  murderer,  child 
molester  or  destroyer  of  the  envi- 
ronment is  not  a  Nazi  or  a  mem- 
ber of  al  Qaeda.  He's  a  business- 
man. (Check  out  Spider-Man.) 

In  a  $10  trillion  economy,  there 
will  be  Enrons  and  Parmalats,  but 
they  are  rare  exceptions.  When 
businesses  cheat,  the  market  finds 
out  and  stops  them.  (Compare 
that  with  government,  which 
rewards  failure  with  new  appropri- 
ations.) Businesses  that  profit  most 
are  those  that  are  best  at  delivering 
good  things  to  their  customers. 

But  reporters  still  scoff  at  cap- 
italism. When  Ralph  Nader  says 
"corporate  greed"  defrauds  consumers, 
reporters  nod  in  agreement. 

In  1998  I  approached  AFL-CIO  President  John  Sweeney  with 
a  camera  while  he  was  leading  a  raucous  demonstration  on  Wall 
Street  protesting  high  executive  pay.  He  was  eager  to  be  inter- 
viewed. As  his  union  demonstrators  chanted  anticorporate  slo- 
gans, Sweeney  said,  "This  is  basically  about  corporate  greed." 

"What  does  the  word  'greed'  mean?"  I  asked  him. 

"'Greed'  means  selfishness,"  he  said.  "It  means  taking  more 
than  you  deserve." 

He  decides  what  people  deserve?  Personal  income  in  the  U.S. 
is  $32,000  per  capita.  Would  $33,000  be  "more  than  you 
deserve"?  Sweeney  makes  $200,000-plus  a  year.  I  asked  him, 
"Ever  turn  down  a  pay  raise?" 

A:  No. 

Q:  You're  not  greedy? 

A:  No. 

Q:  You  need  every  penny  you  got?  I  mean,  yoi<  could  take 
less,  right?  Give  some  to  the  workers? 


Capitalism  is  so  out  of  favor  that  even  capitalists 
won't  defend  it.  I  wish  they  would." 


A:  Yeah. 

Q:  So  aren't  you  greedy? 
A:  No. 

Railing  against  greed  is  a  demonstration  of  lazy  thinking  b) 
the  left.  Who  did  more  for  the  world,  Michael  Milken  or  Mothei 
Teresa?  There  doesn't  seem  to  be  any  contest:  Mother  Teres* 

spent  her  life  helping  the  poor 
while  Milken  was  jailed  for  breaki 
ing  securities  laws. 

But  Milken's  selfish  pursuit  0) 
profit  helped  a  lot  of  people.  The 
ignorant  media  heaped  scorn  or 
"junk  bonds,"  but  Milken's  inno- 
vative use  of  them  meant  that 
new  ideas  flourished.  Cell  phone* 
are  ubiquitous  in  no  small  pari 
because  Milken  financed  Crai§ 
McCaw. 

Chrysler  and  Mattel  were 
among  many  companies  rescuec 
from  bankruptcy  by  Milken'} 
junk  bonds.  He  provided  capitai 
to  more  than  3,000  companies 
including  what  are  now  Barnes  & 
Noble,  Time  Warner,  Mellon 
Financial,  Hasbro  and  Calvin 
Klein. 

Millions  of  people  have  productive  jobs 
today  because  of  Milken's  ideas.  Mother  Teresa  helped  many 
but  Milken  helped  more  by  being  a  capitalist. 

Milken's  "junk"  helped  Ted  Turner  create  CNN.  When  1 
interviewed  Turner  for  a  TV  special  I  did  titled  Greed,  he  admit- 
ted  he  was  greedy.  He  said  he  competed  to  get  a  higher  ranking 
on  the  Forbes  400  list:  "You  want  to  be  number  one!"  he  said 
But  then  he  said  it's  even  more  important  to  give  to  charity.  H< 
criticized  Warren  Buffett  for  saying  he'll  give  his  money  awa) 
when  he  dies.  "He  should  give  some  away  now."  A  few  week' 
later  Turner  announced  that  he'd  donate  $1  billion  to  UN  causes 
Now  charity  is  good.  Generous  people  tithe.  But  there's  nc 
guarantee  that  Turner's  gift  to  the  UN  will  be  put  to  good  use 
Turner's  comments  suggest  he  underestimates  the  benefits  ol 
capitalism.  Isn't  his  record  of  creating  jobs  more  impressive?  1 
tried  to  argue  this  with  Turner,  but  he  would  have  none  of  it. 

Capitalism,  the  system  that  has  lifted  more  people  out  ol 
poverty  than  charity  or  government  ever  has,  is  so  out  of  favoi 
that  even  capitalists  won't  defend  it.  I  wish  they  would.  f 
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■ICJltAII  WS/O/7  Vivid,  na|§ral  colors.  Sharp  images  in  pierfectdetail.  Dramatically  fluid  motion.  This  if  LCD  TV  from  Samsung, 
side  the  sleek  and  light  desigrjMfeats  the  heart  of  Samsung's  Digital  Natural  Image  engine— DNIe,M*^&vith  advanced  picture 
timizers  to  deliver  the  most  dramiitip  viewing  experience.  Ever.  This  is  the/future  of  television.  This  is  the  power  of  Samsung  LCD  TV 


ben  image  simulated.  *  Standard  on  most  midels.  $.2003  Samsung  Electrotiies "Co.  Ltd. 


www.samsung.com 


FOLLOW-THROUGH 


JANUARY  7.  2002 


A  Bad  Bet  on  the  Brain 


T 


I  wo  years  ago  we  detailed 
how  drugmaker  Merck 
&  Co.  hoped  to  survive 
the  patent  expiration  of  its 
$5  billion  cholesterol  drug 
Zocor  in  2006  with  a  bold 
research  effort  focused  on 
brain  drugs.  Eschewing 
megamergers,  the  company 
bet  that  its  own  research 
could  come  up  with  enough 
new  blockbusters  to  replace 
the  old  ones.  So  far  it  hasn't. 

The  company  had  high 
hopes  for  two  drugs  in  partic- 
ular. One  was  an  antidepres- 
sant called  MK-869  that 
worked  by  a  novel  mecha- 
nism. But  Merck  said  in 
November  that  final-stage 
trials  of  MK-869  found  the 
compound  to  be  ineffective  in 
treating  depression.  Earlier  it  canceled  a  new  antianxiety  drug  that 
aimed  to  avoid  the  sedating  effects  of  Valium-style  drugs.  Merck  also 
stunned  investors  by  halting  development  of  one  of  its  diabetes  drugs, 
MK-767,  because  it  caused  tumors  in  mice.  Merck  shares  declined  17%  in 
2003  to  $46. 

Nevertheless,  Chief  Executive  Raymond  Gilmartin  insists  every- 
thing is  just  fine  and  that  no  mergers  are  needed.  He  points  to  a  number 
of  promising  vaccines  Merck  has  in  late-stage  trials,  including  one  to 
prevent  cervical  cancer,  as  well  as  a  combo  drug  now  under  regulatory 
review  that  mixes  Zocor  with  the  new  cholesterol  drug  Zetia.  It  will  be 
sold  through  a  joint  venture  with  Schering-Plough.  But  speculation  on 
Wall  Street  is  that  Merck  may  eventually  be  forced  to  do  a  deal.  The 
most  obvious  possibility:  Buy  struggling  Schering-Plough. 

— Robert  Langreth 

AUGUST  6.  2001 

Treating  a  Mystery  Malady 

When  we  wrote  about  Syndrome  X  two-and-a-half  years  ago,  drug 
companies  had  just  begun  to  search  for  an  effective  treatment  for  the 
mysterious  metabolic  malady.  Syndrome  X  is  characterized  by  insulin 
resistance  and  high  levels  of  triglycerides,  which  up  the  risk  of  heart 
attacks  and  strokes.  Though  there  is  still  debate  about  whether  Syn- 
drome X  is  a  disease  in  its  ow  1 1  lit  or  a  fancy  label  for  symptoms  com- 
mon to  a  Western  lifestyle,  drug  companies  are  hoping  to  tap  into  a 
patient  pool  of  70  million  An  ricans  who  are  insulin-resistant.  But 
according  to  AstraZeneca,  whici  is  in  late-stage  trials  of  drugs  to  treat 
Syndrome  X,  a  targeted  therapy  for  the  disorder  is  still  at  least  two  years 
away.  Bristol-Myers  Squibb  is  also  working  on  a  drug  to  treat  diabetes 


lashbacks 


Life  Is  Short 


EBRUARY  22,  1819 


the  game  of  life.  A  close  friend  of  mine  has  just  died.  He 
had  only  one  dominating  ambition,  namely,  to  make 
enough  money  to  enable  him,  some  day,  to  retire.  Money- 
making  became  so  much  of  an  obsession  that  he  gave 
up  almost  everything  worthwhile  in  life.  He  fooled  himself 
into  thinking  that  by  and  by  he  would  quit  work  and 
become  a  totally  different  man.  Alas,  he  was  taken  offl 
while  still  immersed  in  this  narrowness  and  selfishness. 
My  friend's  sudden  death  has  driven  home  to  me  the 
short-sightedness,  the  futility,  the  folly,  the  criminality  of 
a  life  devoted  solely  to  self  and  pelf. 

35  YEARS  AGO  IN  FORBES 

Wealth  With  Health  when  things  do  work 

properly  in  the  ethical  drug 
industry,  they  work  beauti- 
fully. After  all,  there  is  ab-i 
l  solutely  unlimited  demand  fori 
health.  And  the  industry 
makes  its  own  market;  every 
customer  kept  alive  by  drugs 
•  is  a  repeat  customer.  Merck  s 

return  on  equity  over  five 
years  averaged  27.6%.  More- 
over, it  is  retaining  its  prof- 
Stability.  Merck's  returns  in 

Merck  lab.  *ne  'as*  C0UP'e  °f  years  are 

about  as  good  as  they  were 
five  years  ago.  Most  important,  Merck  has  produced 
growth  as  well  as  profitability.  Its  earnings  per  share 
have  grown  an  average  of  17.8%  a  year  over  five  years, 
making  it  one  of  the  fastest  growers  in  the  health 
industry. 


15  YEARS  AGO  IN  F0 

Home  Remedi 


/JANUARY  9.  1989 
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n's  health 
\)  still  rising 

at  more  than  twice  the  inflation  rate,  wider  use  of  home  f 
infusions  may  do  a  power  of  financial  good.  Intravenous  ( 
therapy  for  cancer  administered  at  home  costs  around  1 
$215  a  day,  for  AIDS  around  $300.  Sounds  expensive.  6 
but  just  by  saving  the  cost  of  the  hospital  bed  it  can  be  S 
about  40%  to  50%  cheaper  to  have  home  infusion  ther-  \ 
apy  than  to  get  the  same  treatment  in  a  hospital.  At  Los  « 
Angeles'  Cedars  Sinai  Medical  Center,  for  example,  the  j 
hospital  bed  alone  costs  $476  a  day,  not  to  mention 
the  extraordinary  ancillary  charges  for  aspirin  and 
cotton  balls. 
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O  BE  YOUR  BEST 


better  the  first  time*  than  LEVITRA2 


LEVITRA  is  a  treatment  for  erectile  dysfunction 
(ED)  that  consistently  improves  erection  quality 
for  most  men: 


LEVITRA  works  the  first  time,  time  and  again 
Some  men  may  require  additional  attempts 


•  LEVITRA  works  to  improve  the  quality  of 
erectile  function 

LEVITRA  improves  duration,  hardness,  and 
the  ability  to  attain  an  erection 

>  LEVITRA  works  fast 


It  doesn't  matter  if  the  challenge  is  on  the  field  or  off -I  always  strive  to 
be  the  best.  For  ED,  I  found  something  that  works  for  me,  LEVITRA* 

-  Mike  Ditka,  NFL  Hall  of  Fame  player  and  coach 


*  Among  orally  administered  ED  treatments. 
'  Individual  results  may  vary. 

Please  see  adjacent  Patient  information  for  more  about 
LEVITRA  (2.5  mg,  5  mg,  10  mg,  and  20  mg)  tablets. 


ITRA  is  a  medicine  that  may  be  used  up  to  once  a  day  to  treat 
ctile  dysfunction  (ED).  LEVITRA  is  for  use  by  prescription  only, 
i  taking  nitrate  drugs,  often  used  to  control  chest  pain  (also 
*wn  as  angina),  should  not  take  LEVITRA.  Men  who  use 
ha-blockers,  sometimes  prescribed  for  high  blood  pressure  or 
state   problems,   also  should  not  take  LEVITRA.  Such 


X  The  most  commonly  reported  side  effects  are  headache, 

thing,  and  stuffy  or  runny  n  who  experience  an 

ction  for  more  than  fotffi^Bs  should  seek  immediate 

dical  attention.  You  shotl^Kjke  LEVITT" 

ermines  that  sexual  activmBoses  a  hea 

'ITRA  does  not  protect  againaRexual'y  transmitted  di 


Bayer  HealrhCare 
Pharmaceuticals 

3  3ayer  Pharmaceuticals  Corporation 
:s  reserved.  PD10113O3  12/03 


^— < 

[fie  USA.  LEV403RO 
ed  tradernjHkirf^Bayer  AfctiengjJseHschaft 
s  used  under  license  by  GlaxoSmitfiKline. 


Ask  your  doctor  if  a  free  sample 
of  LEVITRA  is  right  for  you. 


LEVITRA 

(VARDENAFIL  HCI) 


STAY  IN  THE  GAME. 


1.866. LEVITRA 
www.LEVITRA.com 


Patient  Information 

LEVITRA®  (Luh-VEE-Trah) 
(vardenafil  HCI)  Tablets 


FOLLOW-THROUGH 


08669034IP 


8/03 


Read  the  Patient  Information  about  LEVITRA  before  you  start  taking  it 
and  again  each  time  you  get  a  refill.  There  may  be  new  information. 
You  may  also  find  it  helpful  to  share  this  information  with  your  partner. 
This  leaflet  does  not  take  the  place  of  talking  with  your  doctor.  You 
and  your  doctor  should  talk  about  LEVITRA  when  you  start  taking  it 
and  at  regular  checkups.  If  you  do  not  understand  the  information,  or 
have  questions,  talk  with  your  doctor  or  pharmacist. 

WHAT  IMPORTANT  INFORMATION  SHOULD  YOU  KNOW  ABOUT 

LEVITRA? 

LEVITRA  can  cause  your  blood  pressure  to  drop  suddenly  to  an 

unsafe  level  if  it  is  taken  with  certain  other  medicines.  With  a  sudden 

drop  in  blood  pressure,  you  could  get  dizzy,  faint,  or  have  a  heart 

attack  or  stroke. 

Do  not  take  LEVITRA  if  you: 

•  take  any  medicines  called  "nitrates ." 

•  use  recreational  drugs  called  "poppers"  like  amyl  nitrate  and 
butyl  nitrate. 

•  take  medicines  called  alpha-blockers. 
(See  "Who  Should  Not  Take  LEVITRA?") 

Tell  all  your  healthcare  providers  that  you  take  LEVITRA.  If  you 
need  emergency  medical  care  for  a  heart  problem,  it  will  be  important 
for  your  healthcare  provider  to  know  when  you  last  took  LEVITRA. 

WHAT  IS  LEVITRA? 

LEVITRA  is  a  prescription  medicine  taken  by  mouth  for  the  treatment 
of  erectile  dysfunction  (ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when 
a  man  is  sexually  excited,  or  when  he  cannot  keep  an  erection.  A  man 
who  has  trouble  getting  or  keeping  an  erection  should  see  his  doctor 
for  help  if  the  condition  bothers  him.  LEVITRA  may  help  a  man  with 
ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

LEVITRA  does  not: 

•  cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases, 
including  HIV.  Speak  to  your  doctor  about  ways  to  guard  against 
sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

LEVITRA  is  only  for  men  with  ED.  LEVITRA  is  not  for  women  or 
children.  LEVITRA  must  be  used  only  under  a  doctor's  care. 

HOW  DOES  LEVITRA  WORK? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical 
response  is  to  increase  blood  flow  to  his  penis.  This  results  in  an 
erection.  LEVITRA  helps  increase  blood  flow  to  the  penis  and  may 
help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his 
penis  decreases,  and  his  erection  goes  away. 

WHO  CAN  TAKE  LEVITRA? 

Talk  to  your  doctor  to  decide  if  LEVITRA  is  right  for  you. 
LEVITRA  has  been  shown  to  be  effective  in  men  over  the  age  of  1 8 
years  who  have  erectile  dysfunction,  including  men  with  diabetes  or 
who  have  undergone  prostatectomy. 

WHO  SHOULD  NOT  TAKE  LEVITRA? 
Do  not  take  LEVITRA  if  you: 

•  take  any  medicines  called  "nitrates"  (See  "What  important  infor- 
mation should  you  know  about  LEVITRA?").  Nitrates  are 
commonly  used  to  treat  angina.  Angina  is  a  symptom  of  heart  dis- 
ease and  can  cause  pain  in  your  chest,  jaw,  or  down  your  arm. 
Medicines  called  nitrates  include  nitroglycerin  that  is  found  in 
tablets,  sprays,  ointments,  pastes,  or  patches.  Nitrates  can  also  be 
found  in  other  medicines  such  as  isosorbide  dinitrate  or  isosorbide 
mononitrate.  Some  recreational  drugs  called  "poppers"  also  contain 
nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  LEVITRA 
if  you  are  using  these  drugs.  Ask  your  doctor  or  pharmacist  if  you 
are  not  sure  if  any  of  your  medicines  are  nitrates. 

•take  medicines  called  "alpha-blockers."  Alpha-blockers  are  some- 
times prescribed  for  prostate  problems  or  high  blood  pressure.  If 
LEVITRA  is  taken  wrth  alpha-blockers,  your  blood  pressure  could 
suddenly  drop  to  an  unsafe  level.  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual 
activity  because  of  health  problems.  Sexual  activity  can  put  an 
extra  strain  on  your  heart,  especially  if  your  heart  is  already  weak 
from  a  heart  attack  or  heart  disease. 

•  are  allergic  to  LEVITRA  or  any  of  its  ingredients.  The  active  ingre- 
dient in  LEVITRA  is  called  vardenafil.  See  the  end  of  this  leaflet  for  a 
complete  list  ol  ingredients. 

WHAT  SHOULD  YOU  DISCUSS  WITH  YOUR  DOCTOR  BEFORE 
TAKING  LEVITRA? 

Before  taking  LEVITRA,  tell  your  doctor  about  all  your  medical 
problems,  including  if  you: 

•  have  heart  problems  such  as  angina,  heart  failure,  irregular  heart- 
beats, or  have  had  a  heart  attack.  Ask  your  doctor  if  it  is  safe  for  you 
to  have  sexual  activity. 

•  have  low  blood  pressure  or  have  high  blood  pressure  that  is  not 
controlled 

•  have  had  a  stroke 

•  or  any  family  members  have  a  rare  heart  condition  known  as 
prolongation  ot  the  OT  interval  (long  QT  syndrome) 

•  have  liver  problems 

•  have  kidney  problems  and  squire  dialysis 

•  have  retinitis  pigmentosa,  a  rare  genetic  (:uns  in  famines)  eye  disease 

•  have  stomach  ulcers 

•  have  a  bleeding  problem 

•  have  a  deformed  penis  shape  or  Peyronie  . 

•  have  had  an  erection  that  lasted  more  than  4  hours 

•  have  blood  cell  problems  such  as  sickle  eel  anemia,  multiple 
myeloma,  or  leukemia 

CAN  OTHER  MEDICATIONS  AFFECT  LEVITRA? 

Tell  your  doctor  about  all  the  medicines  you  take  Including  inscription 
and  non-prescription  medicines,  vitamins,  and  herbal  supplements. 
LEVITRA  and  other  medicines  may  affect  each  othei  Always  check 
with  your  doctor  before  starting  or  stopping  any  medicines. 
Especially  tell  your  doctor  if  you  take  any  of  the  roflov 


•  medicines  called  nitrates  (See  "What  important  information  should 
you  know  about  LEVITRA?") 

•medicines  called  alpha-blockers.  These  include  Hytrin®  (terazosin 
HCI),  Flomax®  (tamsulosin  HCI),  Cardura19  (doxazosin  mesylate), 
Minipress©  (prazosin  HCI)  or  Uroxatral®  (alfuzosin  HCI). 

•  medicines  that  treat  abnormal  heartbeat.  These  include  quinidine, 
procainamide,  amiodarone  and  sotalol. 

•  ritonavir  (Norvir®)  or  indinavir  sulfate  (Crixivan®) 

•  ketoconazole  or  itraconazole  (such  as  Nizoral®  or  Sporanox®) 

•  erythromycin 

•  other  medicines  or  treatments  for  ED 

HOW  SHOULD  YOU  TAKE  LEVITRA? 

Take  LEVITRA  exactly  as  your  doctor  prescribes,  LEVITRA  comes  in 
different  doses  (2.5  mg,  5  mg,  10  mg,  and  20  mg).  For  most  men, 
the  recommended  starting  dose  is  10  mg.  Take  LEVITRA  no  more 
than  once  a  day.  Doses  should  be  taken  at  least  24  hours  apart. 
Some  men  can  only  take  a  low  dose  of  LEVITRA  because  of  medical 
conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the 
dose  that  is  right  for  you. 

•  If  you  are  older  than  65  or  have  liver  problems,  your  doctor  may 
start  you  on  a  lower  dose  of  LEVITRA. 

•  If  you  are  taking  certain  other  medicines  your  doctor  may  prescribe 
a  lower  starting  dose  and  limit  you  to  one  dose  of  LEVITRA  in  a 
72-hour  (3  days)  period. 

Take  1  LEVITRA  tablet  about  1  hour  (60  minutes)  before  sexual  activity. 
Some  form  of  sexual  stimulation  is  needed  for  an  erection  to  happen 
with  LEVITRA.  LEVITRA  may  be  taken  with  or  without  meals. 
Do  not  change  your  dose  of  LEVITRA  without  talking  to  your  doctor. 
Your  doctor  may  lower  your  dose  or  raise  your  dose,  depending  on 
how  your  body  reacts  to  LEVITRA. 

If  you  take  too  much  LEVITRA,  call  your  doctor  or  emergency  room 
right  away. 

WHAT  ARE  THE  POSSIBLE  SIDE  EFFECTS  OF  LEVITRA? 

The  most  common  side  effects  with  LEVITRA  are  headache,  flushing, 
stuffy  or  runny  nose,  indigestion,  upset  stomach,  or  dizziness.  These 
side  effects  usually  go  away  after  a  few  hours.  Call  your  doctor  if  you 
get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

LEVITRA  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism),  if  you  get  an  erection 
that  lasts  more  than  4  hours,  get  medical  help  right  away.  Priapism 
must  be  treated  as  soon  as  possible  or  lasting  damage  can  happen 
to  your  penis  including  the  inability  to  have  erections. 

•vision  changes,  such  as  seeing  a  blue  tinge  to  objects  or  having 

difficulty  telling  the  difference  between  the  colors  blue  and  green. 
These  are  not  all  the  side  effects  of  LEVITRA.  For  more  information, 
ask  your  doctor  or  pharmacist. 

HOW  SHOULD  LEVITRA  BE  STORED? 

•  Store  LEVITRA  at  room  temperature  between  59°  and  86°  F 
(15°  to  30°  C). 

•  Keep  LEVITRA  and  all  medicines  out  of  the  reach  of  children. 

GENERAL  INFORMATION  ABOUT  LEVITRA. 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those 

described  in  patient  information  leaflets.  Do  not  use  LEVITRA  for  a 

condition  for  which  it  was  not  prescribed.  Do  not  give  LEVITRA  to 

other  people,  even  if  fhey  have  the  same  symptoms  that  you  have.  It 

may  harm  them. 

This  leaflet  summanzes  the  most  important  information  about  LEVITRA. 

If  you  would  like  more  information,  talk  with  your  healthcare 

provider.  You  can  ask  your  doctor  or  pharmacist  for  information 

about  LEVITRA  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www.LEVITRA.com,  or  call 

1-866-LEVITRA. 

WHAT  ARE  THE  INGREDIENTS  OF  LEVITRA? 

Active  Ingredient:  vardenafil  hydrochloride 

Inactive  Ingredients:  microcrystalline  cellulose,  crospovidone,  colloidal 

silicon  dioxide,  magnesium  stearate,  hypromellose,  polyethylene 

glycol,  titanium  dioxide,  yellow  ferric  oxide,  and  red  ferric  oxide. 

Norvir  (ritonavir)  is  a  trademark  of  Abbott  Laboratories 
Crixivan  (indinavir  sulfate)  is  a  trademark  of  Merck  &  Co.,  Inc. 
Nizoral  (ketoconazole)  is  a  trademark  of  Johnson  &  Johnson 
Sporanox  (itraconazole)  is  a  trademark  of  Johnson  &  Johnson 
Hytrin  (terazosin  HCI)  is  a  trademark  of  Abbott  Laboratories 
Flomax  (tamsulosin  HCI)  is  a  trademark  of  Yamanouchi 
Pharmaceutical  Co.,  Ltd. 

Cardura  (doxazosin  mesylate)  is  a  trademark  of  Pfizer  Inc. 
Minipress  (prazosin  HCI)  is  a  trademark  of  Pfizer  Inc. 
Uroxafral  (alfuzosin  HCI)  is  a  trademark  of  Sanofi-Synthelabo 
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and  some  symptoms  of  Syndrome  X. 

The  drugs  are  agents  that  promot 
peroxisome  proliferator-activated  recep 
tors,  thereby  producing  good  cholestero 
and  helping  regulate  blood  sugar.  Mercl 
recently  halted  late-stage  trials  of  its  PPA] 
drug  after  mice  developed  a  rare  form  o 
malignant  tumor.  A  Danish  company 
Novo  Nordisk,  dropped  its  drug  after 
mouse  and  a  number  of  rats  develope< 
bladder  tumors.  — Mary  Ellen  Egai 

OCTOBER  4,  1999 

Testing,  Testing 

Dr.  Paul  Averback,  chief  executive  o 
Nymox  Pharmaceutical,  is  still  trying  t< 
find  a  wider  market  for  his  early  diag 
nostic  test  for  Alzheimer's  disease 
Though  Nymox  won  over  initia 
doubters,  the  company  is  still  selling  th< 
test  only  through  its  New  Jersey  labora 
tory.  A  handful  of  competing  biotech 
have  introduced  DNA  and  blood  test 
for  Alzheimer's,  but  only  Nymox'. 
uses  urine. 

The  company  has  revamped  the  tes 
so  that  in  the  future  doctors  don't  have  t( 
send  it  back  to  Nymox's  lab  for  processing 
Instead  they  could  use  local  labs.  Nymo: 
could  use  a  boost.  It  has  yet  to  post  a  profi 
in  its  15-year  history  and  lost  $3.4  millioi 
on  revenue  of  $350,000  last  year. 

— David  Armstrort; 

DECEMBER  9.  2002 


Light  Touch 


Can  light-emitting  diodes — the  sarm 
chips  that  illuminate  VCR  and  radio  dis 
plays — eliminate  crow's  feet  and  laugl 
lines?  Privately  held  Light  BioScience  i 
confident  that  they  can  and  has  begui 
marketing  an  LED  product  under  tin 
name  GentleWaves,  charging  $30,000  ; 
pop.  The  company  says  it  has  ahead; 
turned  a  profit  but  won't  disclose  an; 
financial  figures.  Scientific  proof  tha 
the  treatment  works  is  also  hard  t< 
come  by:  To  date  the  only  peer-reviewe( 
paper  published  on  the  topic  (in  Semi 
nars  in  Cutaneous  Medicine  and  Surgery 
June  2003)  was  written  by  the  three  der 
matologists  who  are  part-owners  o 
Light  BioScience.         — Emily  Lamber 


Closed-end  ETFs.  Or  the  calming  effects  of  receiving  a  monthly  #10  envelope. 


Few  things  these  days  are  more  comforting  than  dependable,  consistent  income.  To  give  yourself  the  opportunity 
to  enjoy  attractive  income  month  after  month,  consider  Nuveen  Investments'  closed-end  exchange-traded  funds. 
With  more  than  100  closed-end  ETFs,  Nuveen  Investments  continues  to  pioneer  new  and  innovative  ways  to  help 
balance  portfolios  and  help  you  keep  more  of  your  hard-earned  money.  Ask  about  our  closed-end  exchange-traded 
funds.  Learn  about  other  smarter  ways  to  be  conservative:  contact  your  financial  advisor  or  visit  nuveen.com. 


NUVEEN 

Investments 


Smarter  ways  to  be  conservative. 


"here  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  In  addition,  closed-end  exchange-traded  funds  frequently 
lay  trade  at  a  discount  or  premk  im  to  their  net  asset  value.  For  more  information  and  a  prospectus  where  applicable,  contact  Nuveen  at  1-800-25. 
lead  >he  prospectus  care'  e  you  invest  or  send  money.  Distributed  by  Nuveen  Investments,  LLC.  ©2004  Nuveen  Investments 


NotX-Ra 


THIS  MONTH  A  MOB  OF  250  YOUNGSTERS,  MANY  OF  THEM 
sporting  baggy  clothes,  multicolored  hairdos  and  multi- 
ple piercings,  will  invade  the  refined  Aspen  Mountain 
resort  to  appear  at  the  Winter  X  Games,  part  of  ESPN's 
twice-yearly  "extreme  sports"  lollapalooza.  They  will  take 
p  snowboards,  skis,  motorbikes  and  snowmobiles  and  launch 
lemselves  high  into  the  crisp  Colorado  air,  delighting  millions  of 
ewers  while  trying  to  avoid  bone-crushing  face-plants  in  the  snow. 
In  ten  years  the  X  Games  have  become,  pound  for  pound,  one 
f  the  most  valuable  enterprises  in  television  sports — and  a  fa- 
)rite  venue  for  Sony,  Gillette  and  other  marketers  eager  to  reach 
i  elusive  audience:  12-  to  19-year-olds.  The  X  Games  are  an 
omaly  in  this  era  of  soaring  TV  rights  fees  and  pampered,  over- 
id  athletes.  In  four  years  the  TV  ratings  for  the  winter  and  sum- 
er  versions  have  increased  88%  and  1 50%,  respectively.  More 
an  50  million  people  watched  some  part  of  the  summer  games 
Si  war;  37  million  watched  the  winter  games.  The  games  helped 
|»unch  ESPN2,  now  worth  SI  billion,  and  spawned  20  spinoff  li- 
nsing  deals,  including  an  IMAX  movie,  five  X  Games  skate  parks 
d  X  Games  DVDs,  toys  and  even  ice  cream. 
The  multibillion-dollar  TV  contracts  for  football,  baseball  and 
ketball  will  rack  up  billions  of  dollars  in 
sses  for  the  four  major  broadcast  networks 
i  the  next  few  years,  a  Morgan  Stanley  re- 
art  predicts.  The  Fox  network  wrote  down 
ver  $900  million  on  TV  sports  in  2002.  By 
mtrast,  the  X  Games,  which  will  air  live  for 
e  first  time  on  Jan.  24  ,  will  bring  in  up  to 
'0  million  in  revenue  for  winter  and  sum- 
er  and  net,  say,  $15  million,  though  ESPN 
ecutives  insist  the  franchise's  overall  profit 
only  SI  million. 

One  big  reason:  ESPN  owns  the  games 
utright,  paying  nothing  for  TV  rights,  side- 
:epping  bidding  wars  and  avoiding  any  risk 
f  losing  a  franchise  it  created  to  a  rival 
hannel.  Another:  The  talent — young,  en- 
lusiastic  and  entertaining — is  X-tremely 
heap.  The  prize  money  at  the  winter  games 
rill  total  a  mere  $576,000  for  all  250  ath- 
:tes;  that's  the  cost  of  one  backup  quarter- 
back in  the  National  Football  League. 

That  rankles  some  athletes  and  agents, 
nd  they  hope  to  topple  ESPN's  cozy  setup. 
It's  ridiculous.  We're  getting  bigger  ratings. 
Ve're  worth  a  lot  of  money  now,"  says 
Ihris  L.  Gentry,  29,  a  top-five  skateboarder 
krho  has  competed  in  eight  X  Games  but 
arns  only  $25,000  a  year  in  prize 
noney.  Last  year  he  approached 
ntertainment    lawyer    Edward 
hapiro  about  forming  a  union.  By 
ast  month  the  resulting  Pro  Riders 

Virtime  but  no  dough:  MotoX  Big  Air. 


A  few  of  the  sports  that  have  been  dropped 
in  the  ten-year  history  of  X  Games: 

Super  Modified 
Shovel  Racing 

Contestants  raced 

at  speeds  of  up 

to  70mph  on 

snow  shovels. 

Too  weird. 

Kite-Skiing 

One  of  the  contes- 
tants in  the  first 
X  Games  was  blown 
off  course  down  the 
coast  of  Rhode  Island 
and  had  to  hail  a  cab 
back  to  the  venue. 


Bungee 
Jumping 

Contestants,  some 

wearing  Elvis  suits, 

were  judged  on 

style  of  initial 

descent  and 

rebound  tricks.  Not 

a  real  sport. 


Organization  had  signed  up  50  performers.  "They  want  and 
deserve  to  make  this  a  real  profession,  and  for  that  they  need  to 
unite  and  get  better  financial  terms,"  Shapiro  says.  The  group 
seeks  a  share  of  X's  sales  and  other  events.  Shapiro  hopes  to  meet 
with  ESPN  next  month. 

Phat  chance.  "We're  not  going  to  be  forced  to  sit  down  at  the 
table,"  says  ESPN  programmer  Ronald  Semiao.  "It's  a  self-defeating 
proposition  for  them."  ESPN  execs  say  the  X  Games  give  great  ex- 
posure to  athletes  America  would  never  notice  otherwise,  letting 
stars  earn  big  bucks  on  product  endorsements.  Chris  Gentry  gripes 
about  paltry  prizes,  but  he  brings  in  about  $80,000  a  year  in  mar- 
keting deals.  Skateboarder  Tony  Hawk  grabbed  fame  at  the 
X  Games  and  now  brings  in  an  estimated  $10  million  a  year. 

"No  one  is  holding  a  gun  to  anyone's  head  to  participate," 
says  ESPN  President  George  Bodenheimer. 

Even  some  athletes  concur.  Hotshot  snowboarder  Barrett 
Christy,  32,  has  won  a  world-beating  ten  winter  medals.  She  is 
known  for  the  Barrett  Roll,  in  which  she  goes  off  a  straight  jump 
backward,  rotates  540  degrees  inverted  and  lands  forward.  But  in 
nine  years  she  estimates  she  has  earned  only  $90,000  total  in 
X  Games  purses,  while  suffering  shoulder  dislocations,  whiplash 
and  a  broken  tailbone — without  any  in- 
surance coverage  from  ESPN.  ("The  crashes 
sometimes  make  a  better  show  than  the 
wins,"  she  says.)  Then  again,  Christy  also 
brings  in  $100,000  a  year  in  endorsement 
income.  "They're  not  paying  us 
enough,  but  I'm  where  I  am  be- 
cause of  ESPN." 

ESPN  may  find  it  difficult  to 
avoid  labor  problems.  In  addition 
to  the  new  skateboarders  union,  an- 
other group  is  forming.  Casey 
Wasserman,  head  of  Wasserman  Media 
Group,  has  begun  quiedy  signing  up  top  tal- 
ent in  "action  sports"  (the  preferred  tag  now 
that  "extreme"  is  so  overused)  to  form  a 
sanctioning  body  that  would  demand  media 
fees.  He  vows  to  put  up  $600,000  in  prize 
money  in  return  for  controlling  TV  rights  to 
his  new  tour;  he  hopes  to  get  enough  con- 
verts to  force  ESPN  to  negotiate  with  him. 
Later  this  year  NBC  will  launch  its  own  tour, 
owning  the  event  outright  a  la  ESPN. 

That's  a  lot  of  action  for  what  began 
as  a  dubious  idea.  In  1993  ESPN  was 
searching  for  filler  programming  to 
launch  a  second  major  sports  channel. 
Semiao,  then  a  midlevel  programmer,  saw 
how  skateboarding  and  other  action 
sports  kept  showing  up  in  TV  ads.  Yet  a 
visit  to  the  magazine  racks  showed  him 
"there  was  no  Sports  Illustrated  for  action 
sports,"  he  says.  Semiao,  now  head  of 
ESPN's  original  entertainment  arm,  pro- 
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Cool  to  watch, 
but  course  demands 
meant  no  one 
did  it  on  an 
everyday  basis. 
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posed  an  Olympics-like  showcase. 

It  was  a  tough  sell.  Some  ESPN  executives  didn't 
view  these  young  ragamuffins  as  athletes  at  all.  But  the 
Extreme  Games,  as  they  were  first  known,  were  thrown 
together  and  held  in  Providence  and  Newport,  R.I.  in 
1995,  featuring  weird  sports  like  kite-skiing  and  bungee 
jumping.  Two  years  later  the  winter  games  were  added, 
and  advertisers  happily  lined  up. 

Pepsi-owned  Mountain  Dew  has  been  an  X  spon- 
sor from  the  start.  "The  X  Games  cut  through  the  clut- 
ter," says  John  Galloway,  sports-marketing  director  at 
Pepsi-Cola  North  America.  The  teenage  market  spans 
33  million  members  and  $175  billion  in  purchasing 


No  whining:  Barrett  Christy  has  won  ten  medals 


power,  "a  very  important  but  hard-to-reach  audience," 
he  says.  Huffy  Corp.,  the  bikemaker,  introduced  an  X 
Games  line  of  BMX  bikes  and  scooters  in  2000.  Since 
then  it  has  sold  700,000  units,  bringing  in  $56  million 
(ESPN  got  an  8%  cut). 

The  audience  watching  the  summer  games  has 
grown  45%  since  2001,  to  an  average  of  676,000 
households,  on  ESPN,  ESPN2  and  ABC  for  the  2003 
summer  games.  For  the  winter  games,  the  viewership 
is  up  30%  in  two  years,  to  an  average  of  413,000 
households  on  the  three  channels.  Yet  ESPN's  presi- 
dent, Bodenheimer,  insists  the  X  Games  are  more  of  a 
"loss  leader"  than  a  major  profit  center,  expensive  to 
produce  and  "tremendously  valuable  to  the  company," 
mainly  for  promotional  purposes. 

Dude,  the  talent  ain't  buying  it.  "They  have  a  feel- 
ing they  aren't  getting  what  they  should  get,"  says 
Circe  Wallace-Hetzel,  an  agent  for  IMS  Sports.  For  now 
ESPN  can  hope  that  these  athletes,  an  unruly  and  indi- 
vidualistic bunch  who  abhor  most  any  kind  of  organi- 
zation, won't  get  it  together.  "You  can't  get  a  group  of 
skaters  and  snowboarders  in  one  room  and  have  them 
agree  on  anything  other  than  wanting  more  money," 
says  Wallace-Hetzel.  But  when  they  do,  the  X  Games' 
free  ride  will  be  no  more.  F 


Torch  Song 


A  recent  court  decision  has  sparked  a  spate  of 
suits  alleging  welding  causes  Parkinson's. 
The  next  asbestos?  by  mary  ellen  egan 


IT'S  HARDLY  THE  SUPER  BOWL,  YET  150  TORT  LAWYERS  A 
clamoring  to  attend  a  conference  next  month  in  Las  Vegas  with  tl 
winner  of  a  title:  "Welding  Rod  Litigation." 

Welding  rods?  Hey,  if  you  listen  to  the  plaintiff"  lawyers,  there's  tonv 
money  to  be  made  on  this  bet.  Welding  has  the  potential  to  be  the  m 
asbestos — meaning  an  avalanche  of  product  liability  suits  and  big  fees  1 
years  to  come. 

Lawyers  have  been  suing  these  manufacturers  for  15  years  or  so,  claij 
ing  their  heated  rods  produce  toxic  manganese  fumes  that  have  given  thl 
clients  Parkinson's  disease  or  similarly  debilitating  neurological  disordd 
The  cases  were  mostly  tossed  out — the  medical  link  is  sketchy  so  for. 

But  in  October  Larry  Elam,  a  65-year-old  Illinois  maintenan 
worker  (he  rarely  welded  but  worked  around  the  fumes)  was  awarded  . 
million  in  a  suit  against  three  welding-rod  manufacturers.  He  has  Parkil 
son's  and  suffers  from  tremors,  speech  problems  and  occasional  rigid< 
in  his  arms.  Jackpot!  The  victory  sparked  a  flood  of  suits,  attracting  bl 
time  class  action  lawyers,  including  tobacco  tort  king  Richard  Scrugj 
"There's  a  large  population  that's  been  exposed,  and  I  think  we're  talki. 
aggregate  damages  way  in  excess  of  a  billion  dollars,"  says  John  R.  Q 
maco,  a  Cleveland-based  plaintiff  attorney. 

So  for  an  estimated  4,000  lawsuits  have  been  filed  in  state  and  tedc 
courts.  In  Cleveland  more  than  3,500  plaintiff's  have  had  their  cases  co 
solidated  in  federal  court.  Attorneys  in  Lancaster,  Pa.  have  filed  a  ch 
action  that,  it  certified,  could  pull  in  tens  of  thousands  of  new  plaintiff 

There  are  700,000  to  800,000  welders  in  the  U.S.  Robert  A  IcCoy,  a  plaij 
tiff  attorney  in  Chicago  who  helped  win  the  Flam  verdict,  expects  that  5| 
to  10%  of  the  overall  number  will  sue.  "I've  heard  that  between  25,000  ai ; 
50,000  people  have  counsel  now,"  he  says,  perhaps  with  a  bit  of  hyperbol 
The  companies  targeted  include  the  largest  welding-rod  manufoch* 
ers,  like  Lincoln  Electric,  the  Cleveland  firm  that  lost  (and  is  appealin 
the  Elam  case,  Hobart  Brothers  in  Troy,  Ohio  and  Airco  o\  Stuart,  1 
And — shades  of  the  asbestos  cases — plaintiffs  are  suing  companies  tit 
were  in  the  business  decades  ago  or  were  marginally  involved  in  the  wel 
ing  industry.  General  Electric,  Union  Carbide„Westinghouse  and  Viaco 
are  some  of  the  giants  named  in  the  Pennsylvania  class.  The  plaintiffs  a 
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also  playing  the  card  that  worked  against  tobacco  companies:  The 
makers  knew  of  the  dangers  but  didn't  warn  workers. 

The  main  assertion  is  that  welding  rods,  when  melted  in  the 
electric  flame  of  an  arc  welder,  give  off  fumes  of  sulphur,  lead  and 
manganese  that  cause  irreparable  brain  damage.  Manganese  is  a 
known  toxin,  and  overexposure  can  cause  a  condition  called  man- 
ganism,  a  disorder  that  closely  resembles  Parkinson's.  What's  not 
known,  however,  is  just  how  much  manganese  has  to  be  absorbed 
to  cause  a  problem  and  whether  fumes  produced  by  welding  are 
likely  to  cross  that  threshold.  Parkinson's  is  common  enough  and 
the  percentage  of  welders  in  the  U.S.  population  large  enough  that 
the  disease  can,  statistically,  be  expected  to  occur  in  thousands  of 
them.  It  has  no  cure  and  no  known  cause. 

The  plaintiff  lawyers  point  to  a  200 1  study  that  found  a  link  be- 
tween exposure  to  manganese  and  the  early  onset  of  Parkinson's. 


The  study,  conducted  at  Washington  University  School  of  Medi- 
cine in  St.  Louis,  compared  15  career  welders  to  938  Parkinson'; 
patients.  The  researchers  concluded  that  the  welders  developec 
Parkinson's  an  average  of  17  years  earlier  than  the  typical  patient 
(age  46  compared  with  63),  "suggesting  welding  may  be  a  risk  fac- 
tor for  PD." 

Defense  lawyers  argue  the  study  was  tiny,  while  citing  others 
including  one  from  the  University  of  Cape  Town  published  in 
NeuroToxicology  last  year,  that  found  no  manganese-exposure- 
related  effects  among  998  manganese  miners  and  smelters.  "There 
is  no  causal  link  between  ordinary  welding  and  Parkinson's  dis- 
ease," says  Charles  Read,  a  lawyer  who  represents  manufacturers. 

The  National  Institute  for  Occupational  Safety  &  Health  is 
studying  the  matter.  A  scientific  conclusion  that  welding  and  Parkin- 
son's are  not  related  might  or  might  not  stop  the  litigation. 


U6GP  Oil  OTCrOIUS  Chrysler's  Jeep  tries  to  get 

the  buzz  back  with  a  concept  vehicle  boasting  huge  muscles. 
Did  someone  say  Hummer?  by  joann  muller 


IN  FEBRUARY  2001  CHRYSLER  GROUP 
sued  General  Motors  over  the  design 
of  the  Hummer  H2,  claiming  the  front 
grille  too  closely  resembled  that  of  its 
trademarked  Jeep  brand.  Chrysler  lost. 

So  who's  the  copycat  now?  At  the 
recent  Detroit  Auto  Show  Chrysler 
unveiled  the  Jeep  Rescue,  a  concept  vehi- 
cle whose  monster  dimensions — 6V2  feet 
wide,  16  feet  long,  37-inch  tires — make  it 
look  like  Jeep's  answer  to  the  H2.  One  wag 
even  called  it  the  "Jeep  Hummer." 

Chrysler  executives  get  defensive 
about  the  comparison,  but  there's  more 
than  ego  on  display  here.  Jeep  badly  needs 
to  reassert  itself  as  the  ultimate  off-road, 


go-anywhere,  rock-crawler  icon.  One  of 
the  world's  most  widely  recognized 
brands,  Jeep  has  seen  sales  fall  20%  since 
1999,  to  441,000.  Consumers  have  gravi- 
tated toward  newer  crossover  vehicles  that 
combine  a  cushy  carlike  ride  with  the 
looks  of  a  sport  utility  vehicle.  At  the  same 
time  Hummer  has  barged  into  Jeep's  off- 
road  turf.  Jeep  still  accounts  for  20%  of 
Chrysler  Group's  sales,  but  its  15.4%  share 
of  the  SUV  market  is  half  what  it  was  a 
decade  ago. 

Jeep's  dilemma:  If  it  follows  the 
crossover  crowd,  its  runs  the  risk  of  losing 
core  Jeep  enthusiasts.  Chief  Executive 
Dieter  Zetsche  insists  he  won't  take  that 
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Jeep  Rescue 

•196.5  inches  long  •  80  inches 
wide*  37-inch  tires 

Hummer  H2 

•189.8  inches  long  »8I.2  inches 
wide  »35-inch  tires 

risk  with  the  company's  crown  jewel.  Says 
Zetsche:  "We  won't  do  any  me-too  softies." 

The  Jeep  Rescue  seems  to  amplify  that 
point.  The  truck  features  gimmicks  like  a 
3-D  topographic  navigation  system  and 
cameras  under  the  chassis  to  help  the  dri 
ver  spot  boulders.  All  that  is  just  for  fun — 
the  Rescue  is  only  a  concept  vehicle.  But  its 
design  hints  at  what  a  new  large  Jeep  could 
look  like  in  a  couple  of  years. 

Chrysler  is  already  sprucing  up  its. 
Jeep  line.  An  extended  version  of  the 
Wrangler  hits  the  market  this  spring,  and  I 
a  redesigned  Grand  Cherokee  goes  on 
sale  this  fall  as  a  2005  model.  They'll  be 
followed  by  at  least  two  more  Jeeps, 
including  an  entry-level  model. 

Although  sales  of  the  Hummer  H2 
have  slowed  from  3,900  vehicles  a 
month  in  late  2002  to  2,880  a  month  in 
2003 — how  many  people  really  need  a 
$50,000  tank  to  get  to  the  grocer; 
store? — more-practical  and  affordabl 
Hummers  are  on  the  way,  all  saying:  Get 
out  of  my  way. 
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TECHNOLOGY    IN    ACTIO 


.  nice  to  know  your  loved  ones  are  safe  at  home.  Wherever  you  are,  you  can 
onitor  your  home  -  even  remotely  control  home  appliances,  temperatures  and 
curity  devices.  And  in  the  ubiquitous  networked  society  of  the  near  future, 
u'll  be  connected  to  everyone  and  everything,  anytime  and  anyplace.  Even 
ur  cat.  From  broadband  access  networks,  data  storage  solutions  and  hard  disk 
ive  technologies,  to  information  devices  like  plasma  displays  and  PDAs, 
tachi's  technological  expertise  and  services  are  making  this  a  reality.  Just  one 
ore  example  of  technology  not  for  its  own  sake  but  for  infrastructure 
e  benefit  of  all.  As  an  innovative  global  solutions  company, 
tachi  touches  your  life  in  ma  /  ways  Visit  us  on  the  Web 
d  see  technology  in  action 


HITACHI 

Inspire  the  Next 

www.ii.itachi.com/inspire/ 
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Shootout  in  the  Skies 

Europe  wants  a  piece  of  the  global  positioning  business- 
whether  it  makes  sense  or  not.  by  michael  freedman 


DOES  THE  WORLD  NEED  ANOTH- 
er  satellite  navigation  system? 
European  governments  and 
industry  leaders  seem  to  think 
so.  Early  last  year  600  represen- 
tatives from  aerospace,  defense  and  auto- 
motive companies  met  in  Brussels  to 
hatch  plans  for  Galileo,  a  constellation  of 
satellites  designed  to  compete  with  Amer- 
ica's Global  Positioning  System. 


The  Department  of  Defense  came  up 
with  the  now- familiar  GPS  in  the  late  1970s 
at  a  cost  of  $12  billion.  It  has  such  uses  as 
guiding  smart  bombs  into  targets.  The 
Pentagon  has  given  the  signal  away  for 
commercial  uses  like  car  navigation  sys- 
tems, and  while  the  number  of  those  non- 
military  applications  has  boomed,  Wash- 
ington still  controls  GPS  and  can  jam  the 
signals  for  security  purposes  at  any  time. 

So  Europe  decided  it  wanted  a  for- 
profit  commercial  system  that  would  be 
more  accurate  than  GPS  and  a  barrier  to 
U.S.  dominance.  Galileo  is  slated  to  cost 
$4.5  billion  and  be  operational  by  2008.  A 
report  published  by  Pricewaterhouse 
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Coopers  on  behalf  of  the  governments 
estimates  the  tracking  sector  could  gener- 
ate $300  billion  (at  current  exchange 
rates)  in  revenue  by  2015.  Another  guess 
has  the  Galileo  operation  bringing  in 
$650  million  by  2020. 

If  all  goes  according  to  plan,  30  satel- 
lites will  circle  the  Earth  at  an  altitude  of 
15,000  miles. 

Good  luck.  The  four-year  timetable  is 
ambitious.  And  the  required  gov- 
ernment subsidies  have  set  off 
internal  squabbles  in  fiscally  frac- 
tious Europe. 

Then  there  is  transatlantic  ten- 
sion. Galileo  wanted  part  of  the 
same  radio  frequency  spectrum 
used  by  GPS  for  military  applica- 
tions. The  Pentagon  said  that 
could  endanger  U.S.  and  NATO 
security  interests.  French  President 
Jacques  Chirac  countered  that 
Europe  risked  becoming  a  vassal  of 
the  U.S.  if  it  acquiesced. 

The  technical  issues  are  easier 
to  resolve  than  the  economic  ones. 
Even  those  running  the  project  are 
backing  away  from  revenue  pro- 
jections. "Pricewaterhouse  did  a 
study  at  a  very  premature  time," 
says  Rainer  Grohe,  head  of  the 
joint  undertaking. 

With  the  Pentagon  signal  free, 
Galileo  faces  a  difficult  pricing  hurdle.  Its 
supporters  insist  the  technology  will 
complement  GPS  and  that  more  satellites 
will  mean  even  greater  accuracy — crucial 
for  shipping  and  aviation  applications. 
Galileo  will  cover  higher  latitudes,  includ- 
ing northern  Europe.  EU  governments 
may  buy  it  for  security  and  military  uses. 
A  spokesman  for  Loyola  de  Palacio, 
the  EU  commissioner  spearheading  the 
project,  likened  Galileo's  significance  to 
the  invention  of  the  clock.  Really?  Says 
American  John  Pike,  who  tracks  the  field 
at  Globalsecurity.org:  "I  think  most  of 
what  is  being  said  about  this  Galileo  pro- 
lect  is  being  made  up."  F 


STRANGE  BRE! 

FOR  A  FRUIT  THAT'S  BEEN  AROUNI 
since  3000  B.C.,  the  pomegranate  i: 
doing  a  pretty  good  job  of  acting  liki 
the  newest  thing  on  the  fruit  stand.  /5 
pomegranate  drink  called  Pom  Won 
derful  is  supposed  to  be  the  fastest 
growing  drink  in  the  premium  refrig 
erated  juice  market.  Diners  at  swanJ 
restaurants  are  noticing  small,  red 
juice-encapsulated  pomegranate  seed> 
sprinkled  on  salads  and  desserts, 
Celebrity  chefs  Jamie  Oliver  and 
Nigella  Lawson  recently  unveiled  culi- 
nary creations  using  the  fruit.  Estee 
Lauder's  Origins  last  year  released  a 
line  of  pomegranate-based  body 
washes,  while  Herbal  Essences  and 
Fresh  have  products  for  your  hair. 
Trend  watcher  Mintel's  Global  New 
Products  Database  counts  59  new 
pomegranate  products  for  2003. 

How  does  this  happen?  Not  by 
accident.  Credit  Stewart  and  Lynda 
Resnick,  a  Los  Angeles  couple  whose 
eclectic  mix  of  businesses  includes  the 
Franklin  Mint,  manufacturer  of  col- 
lectible kitsch;  Teleflora,  a  floral  deliv- 
ery business;  and  Paramount  Farms,i 
the  largest  pistachio,  almond  and  cit- 
rus fanning  operation  in  California,! 
with  100,000-plus  acres.  The  Resnicks 
are  perennial  Forbes  400  candidates. 

The  Resnicks,  who  wouldn't  com- 
ment for  this  story,  got  into  the  busi- 
ness when  they  discovered  a  small 
orchard  of  pomegranate  bushes  on  pis- 
tachio acreage  they  purchased  in  1987. 
Research  told  them  only  5%  of  the  U.S. 


Every  year,  billions  of  dollars  in 
12b-1  mutual  fund  fees  change  hands. 


Two  of  those  hands  should  be  yours. 
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of  12b-1  mutual  fund  fees 


Investors  deserve  a  way  to  make  the  most  of  their  mutual  fund  investments. 
Only  E*TRADE  Securities  rebates  50%  of  12b-1  fees— the  fees  paid  by 
many  mutual  funds  (even  no-load  funds)  to  brokerage  firms  to  cover  expenses 
incurred  in  the  promotion,  distribution  and  marketing  of  those  funds. 


►  Transfer  or  invest  in  mutual  funds  and  your  account  will  receive  the  semi-annual  rebate. 

►  The  rebate  also  applies  to  IRA  accounts  in  which  any  earnings  are  tax-deferred. 

►  Choose  from  thousands  of  mutual  funds. 

►  Same  funds.  More  money  for  you.  Why  on  earth  wouldn't  you? 
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a  prospectus.  Read  the  prospectus  carefully  before  you  invert.  Investme.it  returr  s  and  principal  value  will  vary  so  that  an  investor's  shares  when 
redeemed  may  be  worth  more  or  less  than  the  origin?!  value 
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population  had  ever  tried  a  pomegranate. 
They  planted  6,000  acres,  thereby  dou- 
bling U.S.  pomegranate  farmland. 

Next  they  propagated  information 
about  the  fruit's  health  benefits.  They  got 
research  from  the  Technion  university  in 
Israel  showing  pomegranates  contain 
higher  amounts  of  antioxidants  (known 
to  lower  cholesterol  and  keep  heart  disease 
at  bay)  than  red  wine,  green  tea  or  cran- 
berry juice.  They  assaulted  newspapers 
and  food  magazines  with  the  physiologi- 
cal data,  along  with  recipes  and  folklore. 


Did  you  know  that  Eve  tempted 
Adam  with  a  pomegranate,  not 
an  apple  (maybe)? 

Paramount  Farms  per- 
suaded grocery  stores  to 
carry  brighdy  colored  bins 
holding  up  to  300  pome- 
granates, with  instructional 
booklets  attached.  (You  eat  the 
seeds,  not  spit  them  out.)  Paramount 
Farms  has  sold  785,000  cartons  of  pome- 
granates from  the  2003  harvest,  for  an  esti- 
mated $20  million,  four  times  what  it  sold 


OWEN  WILSON  PLAYS  A  DRIFTER 
trying  to  bilk  Gary  Sinise  out  of 
money  in  Tfte  Big  Bounce,  which 
is  hitting  theaters.  The  subtide 
asks,  "Who's  scamming  who?" 
Answer:  Shangri-La  Entertainment,  which 
produced  the  $50  million  movie  and  sepa- 
rated $13  million  in  tax  credits  from  the 
good  citizens  of  Hawaii. 

Shangri-La  merely  had  to  set  up  a 
Hawaiian  producti*  in  outfit  and  get  it  qual- 
ified as  a  high-tech  business  to  earn  a  100% 
tax  credit.  That's  thanks  to  Act  221,  passed 
three  years  ago  in  an  effort  to  promote 
long-term  business  investment  with  credits 
to  oftset  state  income  and  corporate 
income  i.  s  over  a  five-year  period.  Stu- 
dios collo  '  idit,  create  some  tempo- 
rary jobs  while!  >c  ng  for  a  few  months, 
then  beat  it  ba  o  rinseltown.  Neatest 
trick:  Even  tl  Shangri-La  bas  no 


Hollywood  has  suckered 
Hawaii,  Louisiana  and  New 
Mexico  into  financing  films. 
The  big  winners:  insurance 
companies  and  tax  brokers. 

BY  NATHAN  VARDI 

Hawaii  tax  liability,  it  can  pass  the  credits  to 
other  investors  via  a  Hawaiian  partnership, 
in  this  case,  S&T  Productions.  Shangri-La 
invested  $9  million  in  S&T  and  raised 
another  $4  million  or  so  from  Hawaiian 
investors,  mostly  insurers  looking  to  cut 
their  state  corporate  tax  bill.  S&T  then 
funded  The  Big  Bounce,  giving  Shangri-La 
an  extra  $4  million  to  make  the  movie; 
Hawaiian  investors  pocketed  $13  million  in 
tax  credits.  Benefits  to  the  Aioha  State?  "We 
paved  roac's  in  order  to  shoot  and  dumped 
an  intense  amount  of  money  in  the  state," 
says  Andrev  Meyers,  head  of  business 


in  2001.  That  gives  it  a  60%  share. 

In  late  2002  the  Resnicks  intro 

duced  a  line  of  pomegranat 

juices  called  Pom  Wonderful 

"The  pomegranate  is  5,000  year 

old.  Drink  this  and  you  could  be 

too,"  reads  one  ad.  They  hirec 

booze  maestro  Dale  DeGroff  t< 

fashion    the    pomtini:    vodka 

grapefruit  juice,  Pom  Wonderful,  dash  o 

diluted  honey,  twist  of  lime.  What  coul< 

Eve  have  done  with  that? 

— David  Armstron- 


A  big  bounce— for  studios  and  investors: 
Sara  Foster  and  Owen  Wilson. 

affairs  at  Shangri-La. 

Thanks,  guys.  "We  are  hurting  for 
money  like  the  other  49  states,"  says 
Lowell  Kalapa,  president  of  the  non- 
profit Tax  Foundation  of  Hawaii.  "But 
we  are  throwing  money  at  incentives 
rife  with  abuse,  and  the  results  are  not 
what  lawmakers  intended."  The  same 
could  be  said  of  laws  in  Louisiana, 
New  Mexico  and,  perhaps  sometime 
this  year,  Georgia.  They're  all  taking 
their  cues  from  places  like  Canada 
and  New  Zealand  (see  box,  p.  52). 
Louisiana  is  so  desperate  it's  financing 
postproduction  work  done  back  in  Holly- 
wood, as  long  as  the  studio  spends  some 
time — how  much  is  up  to  the  state — on 
the  bayou.  Studios  can  nab  an  investment 
credit  for  up  to  15%  of  a  film's  budget, 
including  actors'  wages  of  up  to  $1  million, 
and  an  extra  20%  credit  on  payroll  taxes  for 
Louisiana  residents,  and  transfer  the  bene- 
fits. They  must  simply  fund  a  film  through 
a  state-approved  limited  liability  company. 
The  biggest  winners  are  tax  brokers  and 
syndicators.  Such  middlemen  find  Lou- 
isiana taxpayers  looking  to  offset  their  state 
income  with  film  credits — and  pocket  a 
hefty  taxpayer-funded  spread.  They  have 
been  buying  the  credits  for  as  little  as  55 
cents  on  the  dollar  and  selling  them  for 
about  75  cents.  "If  there  were  no  brokers, 
Louisiana's  program  wouldn't  be  working 
right  now,"  says  William  French,  a  lawyer 
who  set  up  Louisiana  Production  Capital 
after  the  movie  tax-credit  program  began 
and  has  since  peddled  $2  million  in  film 
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credits.  Working  for  brokers,  anyway.  Cru- 
sader Entertainment,  controlled  by  billion- 
aire Philip  Anschutz,  was  shocked  when 
brokers  tried  to  snap  up  $7  million  worth  of 
credits  for  Unchain  My  Heart,  a  biopic  on 
the  life  of  musician  Ray  Charles,  for  a  mere 
55  cents  on  the  dollar.  Disney's  Mr.  3000,  a 
$30  million  comedy  starring  Bernie  Mac 
due  out  this  year,  sold  about  $4  million  of 
credits  to  Baton  Rouge-based  Stonehenge 
Capital  for  maybe  62  cents  on  the  dollar. 

New  Mexico,  once  known  mostiy  for 
ranching  and  testing  atom  bombs,  is  now 
trying  to  make  it  in  pictures.  Actor  Val 
Kilmer,  a  Pecos,  N.M.  resident,  helped 
push  a  law  giving  studios  a  15%  rebate 
on  their  direct  production  costs  in  the 
state,  applicable  to  the  salaries  of  electri- 
cians—or big-budget  stars.  Result:  films 
shot  in  New  Mexico  in  which  Kilmer 
plays  a  role,  like  The  Missing,  a  $60  mil- 
lion Ron  Howard  production,  and  Blind 


ALL  THE  WORLD'S  A  STAGE 


CANADA  can  slash 
production  costs  10%, 
thanks  to  a  cheap  dol- 
lar, a  16%  tax  rebate  on 
salaries  to  Canucks 
and  other  breaks.  Lat- 
est indignity:  shooting 
Chicago  in  Toronto. 


The  U.K.  offers  sale 
and  leaseback  deals 
that  can  cut  up  to  12% 
off  a  film's  budget. 
Brits  can  claim  tax 
relief  on  their  invest- 
ment, then  lease  the 
rights  back  to  the 
studio. 


Horizon,  a  film  shot  by  Nu  Image  due  out 
later  this  year.  "The  attraction  in  New 
Mexico  is  Val  Kilmer,"  says  Avi  Lerner, 
co founder  of  Nu  Image.  "We  get  15%  of 
his  salary."  Almost  all  of  the  $5  million 
budget  for  the  film,  including  Kilmer's 


NEW  ZEALAND, 

a.k.a.  "Middle  Earth" 
ever  since  it  attracted 
the  Lord  of  the  Rings 
trilogy,  offers  13% 
refunds  on  a  film's  local 
costs.  A  cheap  kiwi 
currency  helps,  too. 


AUSTRALIANS 

freed  their  minds 
and  opened  their 
pocketbooks  to  attrad 
The  Matrix  sequels. 
Down  Under,  a  movie 
can  earn  a  13%  tax 
credit  on  local 
production  costs. 


$1  million  salary,  was  covered  by  a  two 
year  zero-interest  loan  from  the  state 
which  has  set  aside  $85  million  to  inves 
in  films  that  shoot  in  the  state  and  hin 
locally.  Maybe  the  governor  will  even  ge 
a  coproducer  credit.  f 


WONDER  BREAD:  R.  I.  P. 

It's  Friday  night,  and  Philadelphia's  movers  and  shakers 
have  taken  every  seat  in  the  Capital  Grille,  a  wood- 
paneled  beef  palace  suggestive  of  a  1950s  men's  club. 
The  martinis  are  dry,  the  beef  is  bloody,  and  the  raisin 
pumpernickel  and  sesame  rolls  are  seriously  addictive.  A 
local  baker?  Not  really.  The  supplier  reports  to  Dublin, 
Ireland. 

Ireland's  secretive  IAWS  Group  Pic,  a  $1.5  billion  (rev- 
enue) bread  baker,  is  determined  to  wean  America's 
mouths  off  its  Wonder  Bread  and  onto  slices  of  artisanal 
breads  at  affordable  prices-  ;  iw-carb  diets  or  not. 

Two  years  ago  the  Irish  upstart  spent  $69  million  buy- 
ing an  80%  stake  in  California's  La  Brea,  a  baker  of 
European-style  breads  retailing  for  $3  to  $5  a  loaf  that 
supplies  Waldbaum's,  Whole  roods,  A&J  and  Trader  Joe's. 
IAWS'  brands  are  parbaked  iiid  flash-frc  on  for  mass  dis- 


tribution; store  bakery  managers  finish  the  breads  off  for 
that  hot-out-of-the-oven  taste. 

La  Brea  is  in  3,000  of  America's  31,000  supermarkets 
and  is  poised  to  take  off.  A  just-opened  New  Jersey  plant 
to  service  East  Coast  customers  is  already  at  capacity  and 
adding  production  lines. 

A  former  farmers'  cooperative  that  also  sells  fertilizer, 
IAWS  has  pulled  off  seemingly  impossible  tasks  before.  In 
1998  it  purchased  Cuisine  de  France,  a  distributor  of 
French  bread  and  croissants  in  Ireland  and  the  U.K. 
Supermarkets  in  the  U.K.  use  heavily  promoted  40-cent 
loaves  of  bread  as  loss  leaders,  so  IAWS  bypassed  the 
low-margin  supermarkets  and  instead  pushed  its  doughy 
products  through  convenience  stores  and  gas  stations. 
Instead  of  selling  nasty  white  bread  in  a  bag,  U.K.  and 
Irish  stop-and-shops  were  soon  selling  IAWS'  better- 
quality  Cuisine  de  France  "freshly  baked"  baguettes  and 
Delice  de  France  pastries. 

Today  IAWS  is  in  7,000  stores  in  Britain  and  Ireland, 
with  another  1,000  Cuisine  de  France  sales  points  quietly 
built  up  in  the  Chicago  and  Baltimore/Washington,  D.C. 
areas.  The  company  also  has  a  joint  venture  to  supply 
2,400  Tim  Hortons  franchises,  a  Canada-based  coffee- 
and-doughnut  chain  that  is  Wendy's  International's  best- 
performing  asset. 

Upshot?  IAWS,  trading  in  Dublin  and  London,  is  one  of 
the  world's  best-performing  food  stocks.  Shares  of  Sara 
Lee  and  General  Mills  have  risen  70%  and  80%,  respec- 
tively, in  the  last  decade.  IAWS'  shares  are  up  900%. 

-Richard  C.  Moraii 
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Mighty  Matsushita,  shown  up 

by  the  flashier  Sony,  needed 

an  old  marketer's  new  tricks  to 

regain  the  edge  for  Panasonic. 

By  Benjamin  Fulford 
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Kunio  Nakamura:  "We  must  always  be  the  challcn 


T  WAS  A  CLASSIC  SONY  MOMENT;  ITS  WELL-OILED  P.R. 
machine  gathered  300  journalists  and  200  analysts  in  late 
October  to  hear  executives  describe  their  plans  to  remake 
the  world's  most  famous  consumer  electronics  company. 
Undercutting  the  grand  pronouncement  was  the  fact  that 
the  plan,  calling  for  cost  cuts,  more  power  to  younger  work- 
ers and  the  production  of  a  new  generation  of  networked 
products,  was  close  to  a  carbon  copy  of  one  outlined  (with 
e  fanfare)  three  years  ago  by  Kunio  Nakamura,  president  of 
h rival  Matsushita  Electric  Industrial. 

The  story  of  how  Matsushita  got  ahead  of  Sony  is  a  true-life 
sion  of  "The  Tortoise  and  the  Hare."  Matsushita's  recovery 
der  the  media-shy  Nakamura,  64,  shows  why  competitors  in 
!  U.S.  and  Europe  as  well  as  Asia  underestimate  the  Japanese — 
olitical  and  macroeconomic  laughingstock  for  a  decade — at 
?ir  own  peril. 

A  quintessential  part  of  postwar  lapan  Inc.,  Matsushita  has 
ived  itself  by  removing  deadwood  and  creating  new  business. 
the  same  time  that  Sony  was  announcing  its  revival  plan,  Mat- 
ihita  announced  results  for  the  half-year  ending  in  September 
3  showing  it  had  taken  back  from  Sony  its  spot  as  the  world's 
jgest  consumer  electronics  company,  posting  half-year  sales  of 
2.3  billion  and  profits  of  $717  million  compared  with  a  respec- 
e  S29.6  billion  and  $306  million  for  Sony. 
Sony  makes  a  large  portion  of  its  profits  from  its  PlayStation. 
itside  of  videogaming,  Matsushita's  Panasonic  brand  has  the 
per  ground.  Sony  had  been  resting  on  its  laurels  after  dominat- 
',  the  cathode-ray-tube  TV  business  with  its  beautiful  flat-screen 
:ga  and  Trinitron  sets.  Sony  Chairman  Nobuyuki  Idei  was  free 
dream  about  a  future  networked  society.  Suddenly,  a  year 
ore  anybody  expected  it,  Panasonic  was  mass-producing  42- 
50-inch  thin  plasma  displays  at  prices  and  quality  levels 
body  could  match.  Others,  like  Sharp,  were  grinding  out 


he  Hare 


taller  but  even  sharper  liquid-crystal  TV  screens.  Matsushita 
Dk  a  24%  share  of  the  fast-growing  and  high-margin  plasma- 
play  market  in  2002,  while  Sony  was  left  with  a  third  as  much, 
en  with  that,  the  former  king  of  TV's  has  been  forced  into  the 
miliating  position  of  having  to  team  up  with  NEC  to  make 
isma  TVs  and  with  Samsung  to  make  LCD  TVs. 
Matsushita  pioneered — and  then  went  on  to  dominate  (with 
)re  than  half  the  market)— the  entirely  new  product  category  of 
T>  recorders  with  hard  disk  di  i   .  >  that  is  wiping  out  the  market 


for  video  players  and  simple  DVD  players.  Yukio  Shohtoku,  head 
of  Matsushita's  international  operations,  says  that  in  the  March 
2003  fiscal  year  Matsushita  generated  $9  billion  of  sales  in  prod- 
ucts that  did  not  exist  before. 

Matsushita's  SD  memory  card  format  is  beating  Sony's  equiv- 
alent, while  its  DVD  recording  standard  is  also  prevailing  over  that 
championed  by  Sony.  This  is  a  big  change  from  when  Matsushita 
was  known  as  maneshita,  a  pun  that  can  be  translated  as  "copy- 
sonic,"  because  it  always  waited  for  Sony  or  others  to  produce 
innovative  products  and  then  made  cheaper  but  high-quality 
copies  in  large  quantities. 

Behind  this  renewal  is  the  gangly  Nakamura,  who  likes  to 
leave  work  early  so  he  can  read  books  (nonfiction,  especially  his- 
tory), which  he  does  at  a  rate  of  200  a  year.  When  the  longtime 
company  marketing  man  took  over  in  2000,  to  low  expectations 
and  limited  fanfare,  nobody  could  foresee  Sony  as  playing  sec- 
ond fiddle. 

How  did  Nakamura  get  so  much  accomplished  in  so  little 
time?  One  trick:  As  soon  as  he  became  president  he  gave  each  of 
the  company's  top  400  company  executives  an  Internet-equipped 
mobile  phone  and  said  all  reports  to  him  had  to  be  done  by 
mobile  e-mail.  Nakamura  had  taught  himself  how  to  type  e-mail 
rapidly  with  only  one  thumb,  Japanese  high-school-girl-style. 
Other  executives,  many  of  whom  had  never  even  learned  how  to 
use  a  keyboard,  had  to  follow  his  example.  They  were  forced  to 
summarize  their  reports  in  a  few  words  or  sentences.  The  result 
has  been  faster  communications  and  decision  making. 

The  competition  remains  fierce,  of  course,  and  Sony  is  far  from 
out  of  the  picture.  It's  strong  in  digital  cameras  and  is  finally  getting 
traction  in  mobile  phones  through  its  joint  venture  with  Ericsson. 
The  real  battle  will  come  over  the  next  two  or  three  years  as 
TVs  connect  to  fiber-optic  cables.  The  key  to  this  battle  is  a  semi- 
conductor to  turn  televisions  into  idiot-proof  replacements  for 
PCs  (see  story,  p.  92).  The  first  products  were 
already  in  Japanese  electronics  shops  last 
autumn.  "We  want  TV  to  be  the  home  broad- 
band networking  device,"  says  Fumio  Oht- 
subo,  the  head  of  Matsushita's  audiovisual 
division.  Matsushita's  chip  will  go  head-to- 
head  with  Sony's  Cell,  due  out  in  2005. 

The  two  companies  do  not  compete  in  as 
many  areas  as  they  did  in  the  past.  Since  sell- 
ing off  80%  of  its  stake  in  Universal  Studios 
in  1995,  Matsushita  has  more  sharply  defined  itself  as  a  pure  con- 
sumer-hardware company.  "Our  genes  are  in  manufacturing," 
Nakamura  says.  He  doubts  many  people  will  want  to  be  stuck  in  a 
"Sony  world" — using  a  Sony  TV  to  watch  a  Sony  movie  and  order 
Sony  financial  products  like  life  insurance.  "There  are  other  com- 
panies, like  Disney  and  Universal,"  he  says. 

When  Nakamura  took  over,  in  some  ways  Matsushita  was 
being  managed  by  the  ghost  of  founder  Konosuke  Matsushita, 
who  died  in  1989.  Born  in  poverty,  he,  with  his  wife  and  her 
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Matsushita 


Nakamura's  World 


The  current  Matsushita  is  a  well-centered  manufacturer  of  electronics-based 
products— just  the  kinds  of  things  to  tie  together  in  a  chip-based  network. 
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younger  brother,  started  the  company  in 
1918  in  a  tiny  room.  He  got  his  first  big 
break  by  building  a  light  bulb  socket  that 
also  had  a  plug  in  it  for  other  electric 
devices.  From  there  Matsushita  went  on 
to  become  the  master  of  all  things  elec- 
tric, from  fuel  cells  to  refrigerators  to 
DVDs.  Konosuke  Matsushita  also  origi- 
nated important  elements  of  modern 
Japanese  management.  It  started  when  he 
visited  the  Buddhist  sect  Tenrikyo  and 
saw  unpaid  believers  working  enthusias- 
tically. This  made  him  wonder  how  he 
could  get  his  own  employees  to  work  so 
passionately.  His  conclusion  was  that 
Matsushita  should  contribute  to  human- 
ity by  struggling  to  make  electronic  prod- 
ucts as  cheap  and  available  as  water.  To 
this  day,  and  much  to  the  embarrassment 
of  younger  staff,  employees  are  obliged 
every  morning  to  sing  the  company  song 
and  chant  Konosuke's  motto.  It  can  be 
summarized:  "As  industrialists  we  will 
work  to  improve  life  and  contribute  to 
human  progress." 

Nor  is  this  just  a  slogan;  Nakamura  be- 
lieves U.S. -style  capitalism  has  serious 
flaws.  "A  corporation  is  a  group  of  people; 
it  is  not  private  property,  it  is  a  public 


good,"  says  audiovisual  head  Ohtsubo. 
While  this  means  keeping  more  employ- 
ees on  the  payroll  and  having  a  lower  op- 
erating margin  (a  projected  6%  in  the  cur- 
rent fiscal  year)  than  U.S.  managers  would 
tolerate,  it  also  means  top  executives  do  not 
get  anywhere  near  American  levels  of  perks 
and  salaries.  "The  best-paid  employee 
should  not  earn  more  than  ten  times  more 
than  the  lowest-paid  employee,"  Naka- 
mura says.  Japanese  public  companies  typ- 
ically don't  reveal  executive  pay,  but  he 
earns  $500,000  to  $1  million  a  year. 


*arting  Companies 


While  Nakamura  remains  faithful  to  th 
spirit  of  Konosuke,  he  has  set  about  trim 
ming  the  sails,  including  staff  reductions  h 
2000-01  (the  first  time  in  Matsushita's  his 
tory).  Some  13,000  out  of  Matsushita' 
290,000  employees,  mainly  midlevel  man: 
agers  in  Japan,  were  let  go  with  generou 
early  retirement  packages.  Nakamura  alsi 
shaved  promised  pension  payouts. 

Next  hardest  was  changing  the  men 
tality  of  workers.  "We  must  never  think  w' 
are  the  champions.  We  must  always  be  th 
challengers,"  he  says.  Nakamura  shran 
Konosuke's  management  pyramid  from  a 
many  as  13  layers  to  3,  and  much  powe! 
has  been  transferred  to  women  designer! 
and  other  employees  in  their  30s  and  40:! 
Nakamura  doesn't  want  old  men  designinl 
home  appliances  that  are  used  by  womerl 

He  also  transferred  much  of  thl 
product-planning  power  away  frorl 
engineers  and  to  marketers.  After  Mati 
sushita  was  defeated  by  Sony's  flat-scree* 
Wega,  Nakamura,  then  head  of  thl 
audiovisual  division,  asked  the  top  develj 
oper  of  TV  sets  why  Matsushita's  model) 
lacked  flat  screens.  The  technician 
explained  that  such  a  screen  made  th 
middle  part  of  the  picture  look  sunkei 
in.  Nakamura  was  apoplectic.  The  man 
ket  had  chosen  flat  screens,  and  here  wai 
this  engineer  still  insisting  it  was  wronjl 
The  design  was  changed. 

A  goodly  portion  of  the  world's  sec 
ond-largest  economy  remains  as  hidel 
bound  as  ever,  but  in  sectors  like  steel 
chemicals  and  machinery  the  Japanes! 
are  ready  to  roar  back.  In  electronics  the: 
scarcely  ever  decelerated.  I 


56     r   O   R   B   E  s 


February  2,  :om 


hy  Not?  |  By  Ian  Ayres  and  Barry  Nalehuff 

D'  it  Sell  Us  Short 


j 


i  in 


hi 


.£  OF  THE  GREAT  PUZZLES  OF  THE  SECURITIES 
narket:  why  firms  don't  trade  on  inside 
information.  What  we  have  in  mind  is  not  il- 
legal or  even  unethical — but  it  is  a  big  profit 
opportunity. 

Before  you  get  all  worked  up,  the  key  word  here  is  firms,  not 
idividuals.  Companies  should  be  able  to  make  money  on  infor- 
mation that  they  generate.  Sometimes  they  do.  For  example,  a 
Mnpany  which  has  inside  information  that  it  is  about  to  make 
takeover  bid  for  Acme  Corp.  is  allowed  to  buy  stock  in  Acme 
rior  to  its  public  announcement  of  the  bid.  If  Acme  is  trading  at 
20  and  jumps  to  $28  when  the 
30  tender  is  announced,  the 
:quirer  saves  $8  on  each  of  the 
Hares  bought  early. 

The  puzzle  is  why  firms  don't 
se  their  inside  information  to 
11  rivals  short  when  they  have 
formation  that  won't  be  good 
ews  tor  their  rivals.  The  follow- 
ig  example  illustrates  our  point. 

On  June  14,  1999  Wal-Mart 
nade  the  surprise  announce- 
nent  that  it  would  be  entering 
r»e  U.K.  market.  Its  entry  was 
complished  via  the  acquisition 
f  the  supermarket  chain  Asda. 
Competing  with  Wal-Mart  is  not  good  news,  and  on  the  day  of 
le  announcement  the  stocks  of  rival  grocers  and  retailersTesco, 
ainsbury,  Kingfisher,  Boots  and  Storehouse  fell  5%  to  8%.  Only 
afeway  Pic.  rose  (on  the  expectation  that  it  would  be  the  next 
■cover  target). 

Even  taking  account  of  Safeway's  small  gain,  the  market 
api{alization  of  these  U.K.  retailers  fell  by  some  $3  billion.  It 
n't  realistic  that  Wal-Mart  could  have  taken  the  full  $3  billion 
>r  itself.  But  by  selling  rivals  short  and  buying  puts,  it  might 
ave  been  able  to  capture  2%  to  5%  of  the  market  shift — 
60  million  to  $150  million.  That's  real  money. 

The  Wal-Mart  example  isn't  unique.  If  United  Airlines  decides 
)  start  a  price  war,  it  won't  be  good  for  other  airline  stocks.  Jet- 
lue's  entry  into  the  Adanta  market  wasn't  good  news  for  Delta. 
\nd  its  recent  exit  was  good  news  for  Delta.)  Indeed,  more  than 
century  ago  Jay  Gould  used  this  strategy  when  he  sold  Western 
Jnion  stock  short  before  starting  his  rival  telegraph  companies. 

There  are  other  profit  opportunities  from  informed  trading. 
)n  Nov.  10, 1998  Intel  said  demand  for  its  chips  was  much  higher 
tan  expected.  Its  share  price 
'ent  up  5%,  for  a  rise  in  mar- 
et  value  of  $7  billion.  While 
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Intel  can't  use  private  information 
to  trade  its  own  stock  (that's  ille- 
gal), it  could  buy  a  basket  of  other 
stocks  in  the  industry.  After  Intel's 
announcement,  the  stocks  in  the 
Philadelphia  Semiconductor  Index 
rose  by  5%,  or  almost  $4.5  billion, 
in  market  cap.  Even  2%  of  that 
gain  would  be  a  quick  $90  million. 
Why  then  don't  firms  today 
take  advantage — like  Jay  Gould 
did — of  these  trading  opportuni- 
ties? Several  explanations  come  to  mind,  none  of  them  satisfactory. 
The  first  is  that  financial  officers  think  such  trading  is  illegal. 
But  they  are  confusing  firms  trading  on  their  own  stock  versus 
firms  trading  on  other  firms'  stock.  When  economists  Robert 
Hansen  and  John  Lott  asked  the  Securities  &  Exchange  Com- 
mission if  it  would  be  legal  for  Company  A  to  trade  in  Company 
B's  shares  on  the  basis  of  information  generated  by  Company  A: 
"All  [eight  securities  lawyers]  said  that  1 )  it  is  legal  to  trade  rivals' 
stock;  2)  even  at  its  most  imperious,  the  SEC  has  never  suggested 
that  this  is  illegal;  and  3)  they  had  never  heard  of  such  a  case  being 
brought,  or  even  episodes  of  such  trading  questioned." 

A  second  reply  is  that  the  firm  has  other  bigger  fish  to  fry.  On 
the  day  that  Wal-Mart  announces  its  $10.8  billion  takeover  bid  for 
Asda,  does  it  also  want  to  commit  $2  billion  to  engage  in  stock 
trading  for  a  measly  $100  million?  This  would  be  a  distraction  to 
the  board.  It  is  only  1%  of  the  Asda  deal,  so  it's  a  rounding  error. 
But  that  type  of  thinking  says  why  not  pay  $1 1  billion  rather  than 
$  1 0.8  billion — it's  all  the  same.  Wal-Mart  buyers  care  about  every 
penny,  and  that  $100  million  goes  straight  to  pretax  income. 

As  for  the  distraction,  our  view  is  that  Wal-Mart  could 
authorize  Bear  Stearns  to  do  all  the  trading  for  it,  even  take  all 
the  risk  of  loss,  in  return  for  keeping  half  of  the  gains. 

We've  heard  it  said  that  such  gains  wouldn't  be  of  much 
value,  as  one-time  events  don't  get  reflected  in  the  stock  price. 
Well,  they  could  offset  any  one-time  losses.  Or  they  could  be  used 
to  build  sales  in  a  way  that  would  generate  long-term  value. 

Perhaps  the  most  credible  explanation  is  that  selling  rivals 
short  seems  distasteful.  It's  unsportsmanlike.  United  (UAL  Corp.) 
doesn't  want  to  make  money  selling  American  (AMR  Corp.)  short 
because  it  realizes  that  next  time  around  American  can  return  the 
favor.  Next  thing  you  know,  price  wars  are  more  likely  as  the  prof- 
its from  selling  rivals  short  take  away  some  of  the  sting. 

Or  perhaps  it  is  being  done  and  people  keep  it  quiet.  Let 
us  know.  F 
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Tony  Menezes,  IBM  facilitator  of  open  practices,  financial  industry 


Open  standards  and 
the  taming  of  the  screw. 

In  1864,  a  bolt  or  screw  made  in  one  machine  shop  wouldn't  fit  a  nut  made 
in  another  machine  shop.  Everything  was  proprietary.  In  short,  a  mess. 

Until  William  Sellers  proposed  a  standard,  uniform  screw.  So  one  part 
could  be  made  down  the  street,  and  another  made  across  town,  and 
assembly  could  happen  anywhere.  Everything  worked  together. 

Apply  that  same  logic  to  IT  and  you  arrive  at  open  standards  like  Linuxf 
Universal,  open  languages"  that  let  everything  IT  talk  to  everything 
else  IT.  Vendors,  systems,  partners  —  anyone  —  can  be  plugged  into  or 
unplugged  from  the  open  standards  "pegboard."  Open  standards  is 
also  the  antidote  to  being  locked  into  the  high  costs  of  any  one  vendor. 
The  business  results?  Speed,  responsiveness,  flexibility,  readiness. 

Open  standards.  The  unifying  thread  behind  on  demand  business. 

On  demand  business  starts  with  on  demand  thinking. 

IBM  is  home  to  thousands  of  people  who  live  and  breathe  Linux. 
Specialists  who  can  bring  open  standards  (and  all  its  benefits)  to  just 
about  every  industry.  Our  IT  expertise,  coupled  with  deep  business 
know-how,  can  deliver  real  change  across  your  company.  On  demand 
business.  Get  there  with  on  demand  people.  Call  800  IBM  7080  (ask 
for  thinking)  or  visit  ibm.com/services/thinking 


Can  you  see  it? 


IBM  logo  are  trademarks  or  registered  trademarks  of  International  Buski       Machines  Corporation  in  the  United  States  and/or  other  countries.  Linux  is  a  registered  trademark  of  Linus  Torvalds. 
Corp.  All  rights  reserved. 


Georgia-Pacific 


PETE  CORRELL  remade  Georgia-Pacific  once  and  was  about  to  do  it  again. 

Then  all  hell  broke  loose 


BY  PHYLLIS  BERMAN 


ALSTON  (PETE)  CORRELL 
thought  the  worst  was  finally 
behind  him  and  Georgia-Pa- 
cific, the  $23  billion  pulp  and 
paper  giant  he  has  led  since 
1993.  That  nagging  asbestos  liability  prob- 
lem? Under  control.  The  $13  billion  in  debt 
that  was  left  over  from  an  $1 !  billion  ac- 
quisition of  Fort  James,  the  maker  of  well- 
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known  brands  like  Dixie  cups,  Quilted 
Northern  toilet  tissue  and  Brawny  towels? 
An  impending  public  offering  of  those 
businesses  would  make  a  dent  in  the  $450 
million  in  annual  debt  service. 

Or  so  he  thought.  The  offering  was 
shelved  on  Sept.  12,  2002.  Reason:  Wall 
Street  was  convinced  that  GP's  taint  of 
asbestos,  which  the  market  then  estimated 


H 


at  $2  billion  to  $3  billion  in  liability 
couldn't  help  but  touch  the  new  company 
Two  weeks  later  Standard  &  Poor' 
announced  it  was  downgrading  GP's  deb 
from  BBB-  to  BB+,  junk  status.  Reelin; 
from  the  stress,  Correll  suffered  a  hear 
attack  and  required  angioplasty  to  undo; 
his  arteries.  Facing  a  debt  crisis,  G) 
approached  its  bankers  and  renegotiated  it  fet 


» 


n 


Tedif  covenants  in  the  face  of  two  looming 
ayments:  a  $650  million  bridge  loan  due 
Mav  2003  and  a  $2.4  billion  portion  of 
ts  revolver  loan  due  in  November  2005. 

Still  to  be  resolved:  the  mounting  pile 
»f  asbestos  claims.  Correll  had  put  an 
dditional  $350  million  in  reserve  to  cover 
hem.  Not  enough.  Over  27  years  the  com- 
anv  had  quietly  settled  250,000  claims 
owing  out  of  its  drywall  business,  which 
mce  used  asbestos  in  joint  compound.  (It 
topped  using  asbestos  in  1977.)  But  the 
ong  latency  of  cancer  and  the  wide  reach 
jf  tort  law  meant  that  new  claims  rose  to 
H,700in2002. 

Correll  is  a  fighter.  Just  a  week  and  a 
lav  after  his  hospitalization  he  returned  to 
he  office  for  a  third-quarter  conference  call 
rid  was  back  full  time  within  a  month.  To 
inderstand  the  63-year-old,  look  no  farther 
han  the  wall  behind  his  desk.  There  are 
one  of  the  expected  plaques  from 
fianta's  chamber  of  commerce  (which  he 
nee  headed)  or  from  Martin  Luther  King 
r.'s  Ebenezer  Church,  or  the  Nature  Con- 
Tvancy  or  the  Atlanta  Symphony  Orches- 
a  (he's  served  on  all  the  boards).  Instead 
here  hang  three  framed  ties  from  the 
950s,  each  with  its  original  $  1 .50  price  tag. 
I  hev're  remnants  from  Correll's  Men's 
tore  in  Brunswick,  (la.,  the  family  busi- 
iess  that  Correll,  then  age  12,  and  his 


building  products  operation  that  built  in- 
ventory without  any  regard  for  demand.  In 
1997  he  took  the  company  out  of  the  tim- 
ber business  by  spinning  off  the  land  hold- 
ings (it's  now  part  of  Plum  Creek  Timber). 

The  Fort  James  acquisition  was 
designed  to  move  GP  even  further  out  of 
the  woods  and  into  consumer  brands.  But 
chief  rivals  Procter  &  Gamble  and  Kim- 
berly-Clark took  advantage  with  low  pulp 
prices,  jumping  in  with  promotional  dis- 
counts to  grocers,  nibbling  at  GP's  nearly 
40%  market  share  of  paper  goods.  Correll 
responded  with  discounts  that  helped  put 
pressure  on  margins.  "We've  beaten  each 
other  to  a  bloody  pulp,"  he  sighs.  In  2002 
GP  lost  $735  million,  thanks  to  money  put 
aside  for  potential  asbestos  claims,  a  $545 
million  accounting  charge  and  losses  on 
divestitures. 

Last  year  started  on  a  downbeat. 
Bondholders  reportedly  called  on  the 
board  to  get  rid  of  Correll.  The  directors 
met  in  early  2003,  clearly  worried  about 
GP's  continuing  ability  to  service  its  debt. 
"We  never  had  any  discussion  of  his  losing 
his  job,"  says  Sir  Richard  V.  Giordano, 
chairman  of  BG  Group  Pic,  a  U.K.  energy 
concern,  and  a  GP  director  since  1984. 
Correll  later  told  reporters  that  the  board 
had  agreed  he  could  keep  his  job  through 
2006,  when  he  would  reach  retirement 


other  had  to  step  into  after  his  dad  died 
iuddenly.  The  young  Correll  was  forced  to 
earn  to  sew  hems  because  his  mom  could 

10  longer  afford  to  hire  a  seamstress.  "My 
nother  always  said  that  hard  work  can 

-  »lve  any  problem,"  he  says. 

Knuckling  down  got  Correll  close  to  the 
op  job  at  Mead  Corp.,  where  he  had  spent 

1 1  years,  following  a  decade-long  stint  at 
Weyerhaeuser.  Once  he  got  to  GP,  Correll 
iwho  turned  down  Harvard's  M.BA  pro- 
gram to  pursue  twin  master' s  degrees  in 
:>ulp  and  paper  technology  at  Univer- 
sity of  Maine)  faced  an  old-Lin-.-  paper  and 


age;  the  board  remained  mum. 

GP's  luck  also  began  to  turn  last  year. 
For  one  thing  the  junk  bond  market  finally 
came  to  life,  looking  favorably  on  so-called 
fallen  angels  like  GP.  For  all  the  tort  liabili- 
ties, GP  was  generating  a  lot  of  cash.  Offer- 
ing yields  as  high  as  9.4%,  Correll  managed 
to  raise  $2.5  billion  in  the  junk  market  last 
year,  getting  the  banks  off  his  back. 

To  everyone's  surprise  the  housing 
market  held,  giving  a  lift  to  GP's  building 
materials  business.  Average  prices  for  ply- 
wood and  oriented  strand  board  (used  for 
sheathing  and  flooring)  zoomed  in  2003. 


"It  was  gratifying  to  see  that  this  business 
was  really  cyclical  and  not  just  plain  dead," 
Correll  says.  And  in  the  tissue  business, 
pulp  prices  headed  up,  too,  which  should 
eventually  slow  industrywide  discounts  to 
retailers  and  help  everyone's  bottom  line. 

Correll's  goal  is  still  to  end  up  with  a 
smaller  but  more  profitable  consumer 
products  company.  Good  luck.  "He  can 
sell  any  business  very  easily,  except  build- 
ing products,  which  is  tied  to  its  asbestos 
obligations,"  explains  Andrew  Brady  of 
CreditSights,  a  New  York-based  financial 
consultancy.  (GP  disagrees.)  "Without  a 
legislative  solution  to  the  asbestos  prob- 
lem, I  think  it  will  be  a  very  difficult  sale." 

Such  a  solution  has  been  a  long  time 
coming.  The  Fairness  in  Asbestos  Injury 
Resolution  Act  of  2003  passed  the  Senate 
Judiciary  Committee  in  July  but  hasn't 
budged  since.  Under  the  bill  the  feds 
would  establish  a  national  trust  fund  pri- 
vately financed  by  defendant  companies 
and  insurers,  but  contributions  by  corpo- 
rations would  be  limited  to  a  percentage  of 
2002  earnings.  Even  without  it,  Correll 
argues,  GP's  liabilities  are  a  manageable 
$400  million  over  the  next  ten  years,  or 
about  8%  of  last  year's  earnings  before 
interest,  taxes  and  depreciation. 

Meantime  he  is  spiffing  up  the  con- 
sumer goods  division.  GP  has  spent  $500 
million  over  the  last  three  years  on 
through-air  drying  technology — a 
method  of  drying  paper  with  very  hot  air, 
instead  of  the  traditional  wet  pressing — to 
increase  its  bulk  and  softness.  First  result: 
new  Brawny  two-ply  towels,  introduced  in 
January,  that  are  soft  on  one  side  and 
tough  on  the  other.  To  kick-start  the 
launch  the  company  conducted  a  contest 
for  a  new  Brawny  man — no  longer  mus- 
cular and  blonde  "in  a  porn  star  kind  of 
way,"  says  Correll,  but  slimmer,  darker  and 
clean-shaven.  Goodness  knows  what  such 
high  technology  could  do  to  toilet  paper. 

The  real  bounce  has  come  in  GP's  stock, 
which  went  from  a  low  of  $10  in  October 
2002  to  a  recent  $31.  This  in  the  face  of 
long-term  debt  that  still  towers  at  $1 1.1  bil- 
lion. That's  $2  billion  less  than  a  year  ago, 
Correll  points  out.  The  board  seems  to  ap- 
preciate his  efforts — so  far.  "He  has  stead- 
ied the  ship,"  says  director  Sir  Richard.  "But 
he  hasn't  yet  brought  it  into  port."  F 
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Backseat  Driver  |  By  Jerry  Flint 

The  Counterattack 


T 


POMTIACGTO 


HIS  IS  THE  YEAR  OF  DETROIT'S  GREAT  COUNTER- 
attack.  General  Motors,  Ford  and  American  Chrysler 
are  throwing  new  products  into  the  market.  It's  a  mas- 
sive push.  The  goal  is  to  reverse  the  march  of  the  foreign 
nameplates,  which  already  have  captured  more  than 
half  the  car  market.  And  every  year  they  take  a  bit  more  of  truck 
sales,  the  last  stronghold  of  the  domestic  industry. 

Will  the  counterattack  succeed?  Bear 
with  me  as  we  look  at  the  size  of  it. 
Most  of  the  time  the  word 
"new"  means  next  to  nothing 
in  Detroit.  This  time  new 
eans  new;  there  really  are  new 
cars,  notably  from  General  Motors' 
Chevrolet  division.  Chevy  has  its  new  2004 
Colorado  pickup  and  SSR  sport  truck,  a  new  Malibu  sedan  and 
Malibu  Maxx,  a  new  Corvette  and  then  the  small  Cobalt  car, 
due  this  fall.  A  smaller  sport  utility  called  the  Equinox  is 
coming  this  spring  and  a  minivan  disguised  as  an 
SUV  this  fall.  A  small  imported  Korean 
cheapie  called  Aveo  will  fill  out  the 
Chevy  line. 

Pontiac  has  a  powerful  GTO 
boy-racer  out  already  and  in  the  fall 
will  have  a  sleek  new  midsize  car 
line  and  a  pretty  $20,000  roadster. 
Buick  offers  the  new  Rainier  SUV  now  and  an  SUV-ish  minivan  in 
the  fall.  Cadillac  sells  the  new  SRX  SUV  now,  and  a  new  rear- 
wheel-drive  sedan  is  coming  in  the  fall.  In  fact,  Cadillac  will  chal- 
lenge Lexus  and  BMW  for  luxury  nameplate  leadership  this  year. 
The  whole  GM  lineup  is  rocking. 
At  Ford  the  new  F-150  pickup  is  a  success.  The  improved 
Freestar  minivan  should  do  better  than  the  old  one. 
This  spring  the  GT  racer  will  be  out  with 
plenty  of  publicity.  In  the  fall  comes  a 
gorgeous  new  Mustang,  plus  a  hand- 
some midsize  car  called  the  500,  along 
with  a  matching  SUV  called  the  Freestyle. 
A  hybrid  version  of  the  Escape  Si  jv  will  also  gain  attention. 

Chrysler  is  offering  a  new  rear-drive  300  sedan  and  Dodge 
Magnum  station  wagon  in  the  spring,  plus  a  PT  Cruiser  con- 
vertible. And  it's  redoing  its  minivans  and  stretching  out  the 
Jeep  Wrangler  before  the  year  is 

I'm  listing  ,;:  iff  so  you  get  the  dimen- 

sions :      hi    product  offensive.  It's  big. 
ill  it  succeed? 
No.  N<  'i  i     i  (i  measure  success 
by  how  much  these  new 
products  will  n  11  back  the 
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FORD  MUSTANG 


EQUINOX  EXTREME 
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foreign  nameplates'  marke 
share.  That  won't  happen,  no 
this  year — and  not  next  year 
either. 

Detroit,  particularly  GM,  ha 
a  tendency  to  look  at  its  prod 
ucts  without  considering  th< 
competition.  The  foreign  com 
panies — Toyota,  Honda,  Nissan 
Mercedes,  BMW,  Hyundai,  Kia 
Volvo  and  Saab  (those  last  twe 
are  owned  by  Ford  and  GM1 
respectively) — have  new  products,  too,  lots  of  momentum 
great  residual  values  (meaning  their  cars  depreciate  less)  anc 
good  reputations.  Detroit  still  is  playing  catch-up  with  styling 
engines  and  its  reputation  for  quality. 

So  the  foreign  nameplates  will  continue  to 
gain  market  share.  They  are  a  permanent 
part  of  the  American  scene. 

But  I  still  say  the  counterat- 
tack will  be  a  success.  This  is 
because  these  new  Detroit 
products  are  really  better  than 
their  old  ones,  and  they  will 
begin  to  win  back  the  respect  that  American  vehicles  have  lost 
That  means  rebates  and  financing  freebies  won't  need  to  be  a 
large  to  attract  buyers. 

And  that  should  mean  Detroit's  profits  will  grow,  assuming  ve 
hide  sales  hit  17  million  again  this  year.  Ford's  stock  doubled  b; 
the  end  of  last  year — from  a  low  position,  but  it  doubled  in  a  yeai 
Nothing  is  written  in  stone,  but  that's  how  I  see  it:  for  the 
next  two  years  improved  products,  improved 
reputation  and  growing  profits  for  GM  and 
Ford,  with  Chrysler  having  f-iso  pickup 
a  tougher  road. 

What  the  domestic  indus- 
try must  continue  to  do: 

Bring  out  novel  products       M 
year  after  year.  This  must  not 
be  a  one-shot  effort.  Improved  I 

design  and  performance  must  be  a  constant.  Something  like  th< 
annual  model  change  should  come  back.  And  foreign  operation 
must  be  vastly  improved:  Europe  and  South  America  are  disas 
ters  for  Ford  and  GM.  There  also  should  be  more  effort  to  get  int( 
India,  Southeast  Asia,  Africa  and  the  Middle  East.  It's  time  to  sto] 
leaving  these  markets  to  the  Japanese  and  Koreans. 

But  for  Detroit  the  fun  is  beginning  to  come  back.  ' 


Forbes 


Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobil 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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nk  of  when  they  hear  "Las  Vegas"  and  they'll  mention  bright  lights,  nonstop 

Eitement,  great  food,  gaming,  shopping  and  world-class  entertainment, 
it  that's  only  half  th£  story.  What  the  average  meeting  attendee,  convention 

and  tourist  maf  aot  realize,  but  meeting  planners  see 
ithand,  is  that  >gas  is  a  town  that  takes  business  seri-  , 

sly.  It  caters  torn         mess  traveler  as  much  as  the  tourist. 


Vtfe  work  as  hard  as  we  play 


ADVERTISEMENT  2 


When  it  comes  to  a  meeting  destination,  you  can't  do 
better  than  Las  Vegas!  The  town  boasts  20  of  the  23 
largest  hotels  in  the  world  and  has  more  than  130,000 
rooms.  Most  of  the  hotels  here  are  more  affordable  than 
those  in  other  major  cities,  offering  the  services  of  a  five- 
star  hotel  without  the  associated  price  tag.  And  that's  not 
all.  Las  Vegas  has  the  best  selection  of  convention  centers 
found  anywhere,  including  an  astounding  9  million  square 
feet  of  convention  and  meeting  space.  This  includes  the 
newly  expanded  and  renovated  3.2-million-total-sguare- 
foot  Las  Vegas  Convention  Center,  which  sits  among  an 
easily  accessible  100,000  rooms.  In  fact,  some  Las  Vegas 
hotels  have  convention  facilities  larger  and  more  elaborate 
than  most  public  convention  centers  elsewhere. 


Plus,  it's  easy  to  get  here. 

Las  Vegas  is  more  like  a  motion  picture  than  a 
painting  —  constantly  sporting  new  colors,  new 
ment,  new  scenes,  new  facilities,  new  entertai 
venues,  new  restaurants  and  retailers  —  new 
everything!  If' you've  been  here  before,  you  may 
you've  seen  Las  Vegas,  but  you  haven't,  because  sc 
has  been  added  and  updated  since  your  last  trip.  I 
Las  Vegas  visits  are  ever  the  same. 

This  is  the  charm  of  Las  Vegas:  Meeting  attende 
up  their  sleeves  and  work  hard  during  the  day.  But 
evening  rolls  around  and  the  excitement  be 
they  can  kick  back,  let  down  their  hair  and  enjoy  the 
tacular  fun  that  only  Las  Vegas  can  offer! 


Why  Las  Vegas? 


That  is  the  question  meeting  planners  often  pose.  The 
answer  is  simple:  Las  Vegas  continues  to  be  one  of  the 
most  sought-after  meeting  destinations  in  the  world, 
and  for  good  reason. 


Jim  Lauster 

Vice  President  of  Convention  Sales 

The  Las  Vegas  mega-resort  is  unlike  any  hotel  in  the  world.  We  recognize  this, 
and  provide  additional  staff  and  a  high  level  of  service  to  make  the  whole 
meeting  experience  a  positive  one  for  your  attendees  —  whetherthere  are  10 
of  you  or  2,500! 

One  of  the  ways  we  anticipate  your  needs  is  by  dedicating  certain  areas  of 
the  hotel.  For  example,  we  have  a  hotel  lobby  and  conference  center  on  their 
own  levels,  just  footsteps  from  the  main  elevator  banks.  All  of  our  2,567  rooms 
and  suites  are  within  seven  doors  of  an  elevator.  Inside  our  rooms,  we  feature 
cordless  nhones,  two  phone  lines,  high-speed  Internet  access  and  Web- 
surfing  capabilities. 

Our  Aladdin  Theatre  seats  7,000  individuals  and  is  considered  one  of  the 
best  performance  venues  v  Mississippi  River  —  not  only  for  enter- 

tainment, but  as  a  venue  for  corporate  meetings  or  product  launches. 

In  the  later  part  of  2004  we  will  change  ovvi  ^.ship  and  begin  the  transition 
to  OpBiz  Ltd.'s  Planet  Hollywood  Hotel  and  Casino.  The  sale  and  licens- 
ing process  are  in  the  final  ^ncis.  We  will  join  the  Starwood  family  as  a 
Sheraton  brand.  Though  the  resort  is  only  four  years  old,  the  "Planetization" 
of  the  Aladdin  over  the  next  few  yc  an  exciting  time.  This  is  a  unique 

resort  and  a  great  location  tha^i  te        ■:  move  forward. 

Aladdin  Resort  &  Casino 

Jim  Lauster 

Vice  President  of  Convention  Sales 

1  (877)  485-2020 

jlauster@aladdincasino.com 

www.aladdincasino.com 


Fabulous  hotels  are  set  up  to  handle  corporate  mi 
every  step  of  the  way  —  from  the  "Meet  and  Greet" 
airport  to  the  departure  of  the  last  attendee. 

Las  Vegas  also  features  three  of  the  top  convention  cei: 
the  country.  The  Las  Vegas  Convention  Center's  3.2 
square  feet  of  total  space  make  it  one  of  the  largest  exp| 
facilities  in  the  world. The  Sands  Expo  Convention  Cen 
1.2  million  square  feet  of  meeting/exhibit  space.  It  is 
niently  connected  to  The  Venetian  Resort,  Hotel  and  ( 
which   houses  over  550,000  square  feet  of  meeting/] 
space.  Las  Vegas'  newest  convention  facility  at  the  Ma1 
Bay  Resort  &  Casino  boasts  1.5  million  square  feet  of  I 
decorated   meeting/exhibit   space.    Mandalay   Bay's  a 
brings  the  total  square  footage  for  citywide  function  sp 
more  than  9  million  square  feet,  enabling  the  destina 
handle  even  more  meetings,  trade  shows  and  convt 
than  ever  before. 

When  planning  for  a  corporate  meeting  or  conventioi 
effectiveness  and  convenience  are  two  imperative  factor: 
Las  Vegas  meeting  facilities  and  properties  are  just  n 
away  from  McCarran  International  Airport,  which  av 
more  than  800  scheduled  daily  flights. That  alone  elimina 
minutia  of  booking  expensive  transportation  and 
attendees  to  have  more  time  to  unwind  at  the  end  of  th< 

And  when  the  workday  is  finished,  Las  Vegas'  enterta 
options  are  endless. The  city  has  evolved  from  a  gaming 
to  a  full-service  destination.  Dining  is  also  an  integral  c 
nent  of  our  landscape,  featuring  an  impressive  roster  of 
renowned  chefs  and  restaurants. 

When  searching  for  a  destination  that  will  not  only  < 
plish  your  corporate  meeting  goals  but  also  create  an 
ence  that  will  not  soon  be  forgotten  ...  Las  Vegas,  moi 
ever,  is  still  the  answer. 


Meeting,  Convention  &  Incentive  Planners 
Picture  perfect  spaces  and  places  for  you. 
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Over  75,000  square  feet  of  meeting  and  event  space 

7,000  seat  Aladdin  Theatre  for  meetings  and  product  reveals 

£,:5.67  guest  rooms  and  suites  with  webz-surfing  computers 

Dedicated  floors  for  hotel  lobby  and  Convention  Center 

A  collection  of  over  20  dining  destinations    ; 

The  opulent  and  exotic  Elemis  Spa 

The  Shops;  in  Desert  Passage  with  1 40  incredible  stores 


free  1-877-485-2020* 


ALADOIN 

:£;■  '"-    '    i     '-  ::'.'..:       RESORT  •  CASMo  -LAS  VEGAS 

PFax:  1-702-785-5049  •  sales@aladdirvcasino.com  •Jwww.aladdincasino.com 
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Transportation 

Arriving  in  Las  Vegas 

Getting  to  Las  Vegas  is  easy!  McCarran 
International  Airport  is  the  seventh-busiest 
airport  in  the  country  and  the  12th  busiest  in 
the  world,  handling  more  than  35  million 
passengers  a  year.  The  airport  moved  more 
than  3  million  convention  and  meeting 
attendees  during  2003. 

McCarran  is  surprisingly  convenient  to 
Las  Vegas'  hotels  and  attractions.  Fares 
from  McCarran  International  Airport  to 
hotels  along  the  Strip  range  from  $8.50  to 
$16;  trips  Downtown,  $17  to  $20.  It  is  just 
1  mile  from  the  Strip,  3.5  miles  from  the 
Las  Vegas  Convention  Center  and  5  miles 
from  downtown.  Probably  no  city  in  the 
world  offers  a  major  airport  so  close  to 
where  you  want  to  go. 

When  it's  time  to  leave  Las  Vegas, 
McCarran  International  Airport  has  imple- 
mented the  state-of-the-art  "Speed  Check." 
This  self-service  kiosk  system  eliminates 
long  check-in  lines  by  allowing  passengers 
to  print  their  own  boarding  passes.  Kiosks 


..-# 
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Gail  htzgerald 

Vice  President  of  Hotel  Sales  and  Marketing 

Our  beautiful  and  flexible  170,000  square  feet  of  meeting  space  provides  every  necessity  and 
luxury  for  business.  The  Mirage  Events  Center,  90,000  square  feet  of  pillarless  space,  offers  advanced 
technical  capabilities  and  the  ability  to  accommodate  large  groups. 

The  on-site  Business  Center  can  handle  every  possible  communications  and  computing  need,  as  well 
as  equipment  rental  and  package  shipping.  Our  award-winning  production  company,  MGM  MIRAGE 
Events,  can  transform  meeting  spaces  into  stunning  environments! 

Meeting  attendees  appreciate  the  luxurious,  well-appointed  accommodations  and  can  enjoy  the 
innovative  French  cuisine  of  J?.ni(.:.  Hea>d  Award-winning  Chef  Alessandro  Stratta  at  Renoir  or  a  num- 
ber of  international  flavors  an  in  favorites  at  an  array  of  fine  restaurants. 

There  is  nothing  more  spectaculi  round  of  golf  at  Shadow  Creek,  open  exclusively  to  guests 

of  MGM  MIRAGE,  or  a  day  at  S|  r-impressionist-comedian-actor  Danny  Gans  provides 

the  perfect  evening  entertainment 

For  2004  we're  adding  a  fn  look.  Our  beautiful  pool,  with  meandering  lagoons  and 

waterfalls,  has  been  transformed  w  ns  of  natural  stone  and  teal  accent  tile.  Our  new 

Polynesian-themed  lounge,  AVA,  wi    -  ompiemented  by  a  nightclub  and  a  spectacular  new 

entertainment  venue. 

The  Mirage 

Gail  Fitzgerald 

Vice  President  of  Hotel  Sales  and  Marketing 

1  (800)  456-8888 

gailf@mirage.com 

www.mirage.com 


have  been  installed  at  the  airport,  v 
additional  kiosks  located  at  the -Las 
Convention  Center.  This  service  i: 
able  for  travel  on  Southwest,  A 
West,  Delta,  Continental,  Northwe 
US  Airways. 

The  New  Las  Vegas  Monorail 
On  Track  for  2004 

The  dream  of  a  reliable  transportati 
tern  that  zips  around  to  various  hotel 
the  Strip  is  now  a  reality! 

This  $650  million,  state-of-th ex- 
portation system,  which  begins  sei 
March  2004,  will  run  along  the  Las 
resort  corridor  and  travel  at  a  top  sr. 
50  miles  per  hour.  The  system's  nine 
Bombardier  air-conditioned  trains  \ 
on  a  single  rail  that  sits  20  feet 
ground  in  most  areas.  At  its  highest 
the  rail  soars  70  feet  above  the  Las 
Convention  Center. 

The  Monorail  will  connect  eight 
resorts,  more  than  24,000  hotel  rooi 
more  than  4.4  million  square  feet  o' 
ing  and  convention  space. 

The  initial  4-mile  run,  which  will  ta 
than  14  minutes  end-to-end,  will 
the  following  seven  stations:  MGM 
Bally's/Paris,  Flamingo/Caesars  i 
Harrah's/lmperial  Palace,  Las 
Convention  Center,  Las  Vegas  Hilt" 
the  Sahara. 

The  fare  for  a  one-way  trip  is  ! 
round-trip  is  $5.50.  The  Monorail 
open  365  days  a  year,  from  6  a.m.  tc 

Plans  are  under  way  for  the  IV 
route  to  extend  to  the  Fremont 
Experience  in  Downtown  Las  Vegas 
McCarran  International  Airport.  Enjo 
the  sights  of  Las  Vegas  —  quickly,  a 
ably,  conveniently  and  inexpensively 
never  been  easier. 

Dining 

A  Culinary  Jackpot 

Move  over,  New  York  and  San  Fra 
When  it  comes  to  hot  dining  spots,  I 
beats  Las  Vegas.  Once  famous  for 
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he  sky's  the  limit 

when  you  meet  at  The  Mirage. 


tur  90,000-square-foot  pBlarless  Events  Center  provides  room  to  spread  your  Wings, 
tegrated  computer  systems  plug  you  intothe  world  via  high-speed  broadband  Internet  connections, 
tie  cutting  edge  video  conferencing  capacities  of  our  Nassau  Executive  Boardroom  bring  multi-office 
eetings  together  in  realtime. 


70,000  square  feet  of  ground-level  meeting,|pace  makes  the  impossible  ' 

Dssible.  Our  state-of-the-art-facility  is  beautifully  designed  with  amazing ■■.,'. 
tention  to  detail  and  functionality.  The  do^'ditalianlrn;a>pie  rotunda  makes 
n  elegant  welcome  statement  while  the  po|*e.r  and  connectivity  concealed 
bove  the  ceiling  and  in  the  floor  pockets  offer  unlimited  production  capabilities. 
lirage  Meeting  Professionals  routinely  go  above  and. beyond  to  handle  every 
?quest.  Use  your  imagirofen'.  Let  us  help  make  it  reality, 


Mif^GE  Events  Center 
&:CbNVENrio\  Complex 


To  arrange  your  next  met. 


:2 75:5382  otf&2: 791.71 7;l;  or  visit  us;  at  mirage.com. 
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can-eat  buffets,  today  Las  Vegas  is 
arguably  America's  supreme  dining  scene. 
The  destination  now  boasts  a  growing 
roster  of  gourmet  restaurants  and  an 
unparalleled  wine  and  food  adventure  all  in 
one  convenient  location. 

A  host  of  fine  dining  and  lifestyle  mag- 
azines —  including  Bon  Appetit,  Wine 
Spectator,  Gourmet  and  Esquire  —  has 
honored  Las  Vegas  for  its  fantastic  fare, 
while  many  individual  restaurants  have 
been  hailed  for  their  exquisite  cuisine 
and  first-class  service.  Most  recently, 
the  2004  Mobil  Travel  Guide  published  its 
list  of  top  restaurants,  including  the  fol- 
lowing among  its  Four-Star  Restaurants: 
Aqua  (Bellagio),  Aureole  (Mandalay  Bay), 
Lutece  (The  Venetian),  Nobu  (Hard  Rock 
Hotel),  Picasso  (Bellagio)  and  Renoir  (The 
Mirage). 

And  the  editors  of  Hobb  Report  recently 
listed  Las  Vegas  as  the  best  dining  desti- 
nation in  the  U.S.  Las  Vegas  received  the 
honor  because  of  the  number  of  celebrity 
and  award-winning  chefs  with  restaurants 
located  here,  a  number  that  seems  to 
grow  weekly.  The  magazine  credits  chef 
and  restaurateur  Wolfgang  Puck  for  "pio- 
neering the  food  revolution"  when  he 
opened  Spago  Las  Vegas  back  in  1992. 


Jirector  of  Convention  Sales 


Bellagi  ned  fountains,  breathtaking  Conservatory,  exquisite  accommodations 

and  world-class  dining.  Also,  we  are  known  for  having  the  finest  meeting  and  function  space,  as  well 
as  having  a  dedicate*;  iules,  servic ■■:$  and  catering  staff  to  meet  and  exceed  our  clients'  expectations. 

Not  only  do  m  r.ond  service  and  facilities  throughout  the  resort,  but  we  also 

have  two  AAA  Five  Diam  jpd  re  [Picasso  and  Le  Cirque).  Bellagio  is  the  only  resort  in  the 

world  to  have  such  a  dfstiru 

We're  currently  refurbishing  all  i  ixe  guestrooms,  which  we  expectto  complete  during  the 

early  months  of  2004.  At  the  same  time,  ws'rs  busy  building  the  Spa  Tower,  which  will  include  928  guest- 
rooms and  suites,  an  additional  60,000  square  feet  of  meeting  space,  an  exhibition  kitchen  and  Sensi 
—  a  completely  new  dining  -nee. 


B 


ellagio 
Gus  Tejeda 

Executive  Director  of  Convention  Sales 
1  (877)  774-7687 
gtejeda@bellagioresort.com 
www.bellagio.com 


The  Grape  Reigns 

Worldwide,  there  are  just  over  K)0 
sommeliers.   Of  these,   approximal 
|  are  in  the  U.S.,  and  Las  Vegas  is  hi 
about  one-quarter  of  them. 

Wine  aficionados  find  that  pairing 
meal  with  a  fine  wine  is  second  n< 
Las  Vegas.  Along  with  the  recent  ir 
some  of  today's  most  notable  che 
restaurants  has  come  a  number  of 
sive  wine  collections,  as  well  as  a  cor 
tion  of  top  wine  experts.  Here's  a  sar 

For  those  in  love  with  Italian  wine, 
the  James  Beard  award-winning 
Selvaggio.  He's  ensconced  at  Valentin, 
Venetian),  along  with  24,000  bottles  c 
This  collection  not  only  features  win* 
Italy,  but  it  also  includes  fine  wines  1 
over  the  world. 

Alize  (The  Palms)  features  a  65-pacj 
list  that  includes  more  than  1,000  v 
and  more  than  5,000  bottles.  One  c 
not  enough.  There's  a  second  celli 
holds  1,000  bottles  of  champagr: 
a  large  collection  of  cognacs,  Arm- 
and  port. 

Wine  is  an  age-old  art  form,  but  i 
brings  it  more  up  to  date  than  l\ 
(Mandalay  Bay).  A  Tablet  PC  provide 
second  tutorial  and  then  lets  guests 
for  their  wine.  You  can  search  by 
varietals,  region,  winery,  year,  bottle 
food  pairing.  And  that's  not  all.  You  c 
up  reviews  of  thousands  of  wine 
view  a  video  of  the  "wine  angels" 
ing  bottles  from  the  four-story  "I* 
lmpossible"-inspired  wine  tower. 

The  Wine  Cellar  and  Tasting  Room  at 
showcases  50,000  bottles  valued  a 
than  $10  million!  Here  you'll  discox 
museum  pieces,  such  as  a  bottle  c 
Madeira  from  the  cellar  of  Thomas  Jeffe  j 
the  1855  to  1990  vertical  collection  of  ( 
d'Yquem,  valued  at  $2  million. 


New  Dining 

It's  a  testament  to  the  growth  of  fir! 
dining  in  Las  Vegas  that  we  can  prov 
following  list  of  restaurants  fromsi 


Of  the  select  few  hotels 

that  boast  Five  Diamonds, 

were  the  only  resort 

it  can  also  deal 


hearts,  clubs  and  spades. 


The  AAA  Five  Diamond 
Award-winning  luxury  of 
Bellagio  is  reaching  new 
heights.  This  December  2004, 
we're  adding  928  rooms  and 
suites.  Enhancing  our  spa  and 
salon.  Creating  60,000  addi- 
tional feet  of  convention  and 
meeting  space.  And  opening 
Sensi,  a  tantalizing  dining 
experience.  Jom  us  and  we 
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Ia"/     Convention^ 
W      Plan  your  m« 


ADVERTISEMENTS 

award-winning  chefs  —  and  all  of  these 
fine-dining  establishments  are  new! 

Crustacean/Prana  Lounge  at  Desert 
Passage  at  the  Aladdin  This  is  the 
Las  Vegas  outpost  of  the  famed  An  family, 
renowned  for  their  award-winning 
Crustacean  restaurants  in  San  Francisco 
and  Beverly  Hills.  The  18,000-square-foot 
Crustacean  Las  Vegas  features  Euro-Asian 
cuisine  and  an  exciting  nightclub.  It  was 
recently  highlighted  for  Best  Design  in 
Esquire's  "Best  New  Restaurants  in 
America  2003"  issue. 

Bradley  Ogden  at  Caesars  Palace 
Famed  Bay  Area  Chef  Bradley  Ogden, 
whose  new  take  on  classic  "farm  fresh" 
American  cuisine  has  earned  him  national 
acclaim  and  a  gallery  of  top  culinary 
awards,  has  opened  his  first  restaurant 
outside  of  California  at  Caesars  Palace. 
Using  the  freshest  ingredients  available 
from  ranchers,  farmers  and  fishermen 
nationwide,  Ogden  reinvigorates  favorite 
regional  American  dishes. 

Caffe  Giorgio  at  Mandalay  Place 
Celebrated  restaurateur  Piero  Selvaggio 
brings  casual  chic  dining  to  Mandalay  Place 
at  Mandalay  Bay  with  Caffe  Giorgio.  Enjoy  a 
variety  of  flavors  from  a  deli  counter  with 
Italian  sliced  meats  and  antipasti  for  take- 
out, to  a  gelato  stand  or  drinks  and  light 
fare  at  the  imported  Italian  glass  bar.  A  true 


Eric  Bello 
Vice  President 


Marketing 


The  Venetian  is  designed  so  that  business  travelers  will  be  as  comfortable  conducting  meetings  in 
their  suite  hs  >ey  ere  in  their  office.  Our  standard  rooms  are  listed  in  the  Guinness  Book  of  World 
Records  as  the  largest  standard  rooms  in  the  world,  and  each  is  equipped  with  a  dual-line  phone,  fax, 
copier,  Internet  access  and  safe. 

We  have  17  acclaimed  restaurants,  including  themed  dining  by  Wolfgang  Puck  and  Emeril 
Lagasse,  and  an  amazing  array  of  international  stores  along  our  quarter-mile  Grand  Canal. 

The  Venetian  recently  l  dded  150,000  square  feet  of  convention  space  and  breakout 
meeting  rooms,  for  a  total  of  1  9  million  square  feet. 

The  Venetian  Resort,  Hotel  and  Casino 

Eric  Bello 

Vice  President  of  Sales  and  Marketing 

(702)414-4020 

belloe@venetian.com 

www.venetian.com 


trattoria,  it  features  an  open  concepl 
area  for  a  proper  meal  in  casual  s 
well  as  richly  appointed  event  spa< 
can  be  customized  for  any  size  grou| 
Luciano  Pellegrini  delights  with  a  rr 
authentic  Italian  comfort  foods  such 
tic  pizzas,  hearty  pastas,  fresh  salad: 
superb  selection  of  wines  by  the  gla 

AquaKnox  at  The  Venetiai 
eagerly  anticipated  AquaKnox  roun 
a  cast  of  impressive  restaurants  fe 
on  The  Venetian's  Restaurant 
Celebrated  California  Chef  Tom  Mai 
menu  sets  a  new  standard  of  c 
excellence,  boasting  fresh  seafood 
in  daily  from  around  the  world,  inc 
a  superb  raw  bar.  Don't  miss  the 
encased  walk-in  wine  cellar,  state- 
art  open  kitchen  and  stylish  lounge 

Medici  Cafe  and  Terrace  at  Thr 
Carlton,  Lake  Las  Vegas  Enjoy  a  r 
dining  experience  at  this  elegant,  ex 
room  filled  with  the  fragrance  of 
bouquet  floral  arrangements.  Al 
dining  in  a  romantic  setting  is 
able  adjacent  to  the  resort's 
esque  Florentine  gardens.  The  rest 
features  flavorful  pan-Mediterr; 
influenced  cuisine  complemented 
excellent  selection  of  world-class  w 

And  there's  more  to  come  —  from  r 
chefs  such  as  Bobby  Flay  (Mesa  ( 
Caesars),  Mitchell  Sjerven  (Bouchon 
Venetian)  —  as  well  as  restaurants  by 
Boulud  and  Alain  Ducasse. 

Simon  Kitchen  and  Bar  at  the 
Rock  Hotel  and  Casino  Chef 
Simon's  menu  features  comfortat 
sophisticated  fare,  like  best-sellers 
loaf  and  curry  chicken.  Boutique  Arr 
wines  and  beers,  French  champagr 
decadent  desserts  round  out  the 
The  atmosphere  is  casual  in  this 
Pashelberg-designed  dining  room,  v 
open  kitchen  and  patio. 


Going  Upscale 

The  old  image  of  the  buffet  as  i 
tonous  place  to  gorge  is  a  thing 
past.  The  new  gourmet  buffets  in 


here  1.9  Million  sq,.  ft.  of 
Meeting  and  Exhibit  Space 
Meets  4,049  Guest  Suites. 


* — ,— //he  world's  most  luxurious  resort  hotel  and 

vri^premier  meeting  convention  facility  is  now  even 
setter,  with  an  additional  I.OI3  suites  in  our  new  Venezia 
ower.  and  expanded  meeting  and  exhibit  space  for  a  total 

f  1.9  million  square  feet.  The  Venetian  and  The  Sands 
•_xpo  and  Congress  Center  —  providing  an  even  more 

owerful  forum  for  commerce! 


All  4,049  luxury  suites  are 
suitable  for  breakout  meetings. 


This  85.000-sq.-  ft.  pillarless 
ballroom  seats  over  8,O00,  theater-style. 


1.9  million  sq.ft.  of  meeting  space. 

4,049  of  the  world's  largest  standard  suites,  offering  fax/copier/printers, 

dedicated  data  lines  and  a  safe  large  enough  for  a  laptop. 

Flexible  floor  plans  for  up  to  125  meeting  rooms. 

Six  ballrooms,  with  an  85,000-  q.-ft.  pillarless  ballroom,  plus  150,000  sq.  ft. 

of  new  exhibition  space,  42  nei     nesting  rooms,  and  22  boardrooms. 

18  critically  acclaimed  resto 

The  world-class  Guggenheim  .      •mitage  Museum. 


fh-e.  Venetian  and  you. 


basic  formula  for  meeting  success. 


3355  Las  Vegas  Blvd.  South,    Las  Vegas,  NV  89109 

(702)414-4020  Group  Sales:  1-888-283-6384 

Fax:  (702)414-4549     www.venetian.com 

groupsales@venetian.com 
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rate  made-to-order  entrees,  fresh  fruits 
and  juices  such  as  watermelon  and  carrot. 
Buffets  are  gaining  ground  as  fine  dining 
experiences  by  offering  higher-end  items 
such  as  black  mako  shark,  squid  salad, 
mussels,  gourmet  breads,  made-to-order 
crepes  and  an  array  of  ethnic  foods.  Try 
Bellagio  Buffet,  Le  Village  Buffet  at  Paris 
Las  Vegas  and  Aladdin's  Spice  Market 
Buffet.  More  buffets  will  be  opening  at 
The  Mirage  and  MGM  Grand. 

Entertainment 

Spectacular  Shows 

No  matter  what  time  of  year  you  visit 
Las  Vegas,  you'll  be  dazzled  by  the  array  of 
unmatched  entertainment  the  destination 
offers.  A  steady  stream  of  celebrity  per- 
formers, stunning  shows  and  special 
events  fills  marquees  at  dozens  of  venues. 

Las  Vegas'  famed  stage  extravaganzas 
continue  to  put  the  "spectacle"  in  spec- 
tacular with  high-kicking  showgirls,  eye- 
popping  special  effects,  lavish  costumes 
and  stunning  sets. 

You'll  have  your  pick  of  headliners  — 
musical    megastars   from    every   genre, 


lj 


John  Yaskin 

Senior  Vice  President  of  Hotel  Sales  and  Marketing 

One  of  the  ways  Caesars  helps  meeting  planners  is  by  publishing  a  guide  that  details  everything  you 
need  to  know  about  planning  a  successful  and  enjoyable  meeting  at  Caesars. 

In  the  past,  Caesars  may  have  been  perceived  as  a  gaming  destination.  But  we  offer  so  much  more 
today.  We  have  an  incredible  property  that  serves  the  demands  of  meeting  planners.  For  example,  our 
meeting  space  is  concentrated  on  two  levels  and  is  integrated  into  the  business  activity  of  the  hotel. 
It  makes  it  possible  for  attendees  to  take  an  elevator  from  their  room  to  the  conference  center  with- 
out having  to  walk  through  the  casino  and  other  areas  of  the  hotel. 

We  have  some  of  the  best  nighttime  entertainment!  One  of  our  sellout  shows  is  Celine  Dion.  You 
might  think  it's  impossible  to  obtain  tickets,  but  we  can  always  accommodate  your  group  —  just  let 
us  know  what  you  need. 

Through  the  years,  I've  watched  Las  Vegas  reinvent  itself.  The  city  is  friendly,  open,  accessible  and 
offers  attendees  the  opportunity  to  experience  the  finest  in  shopping,  dining  and  entertainment. 

Caesars  Palace 

John  Yaskin 

Senior  Vice  President  of  He  eel  Sales  and  Marketing 

1(800)933-7110 

yaskinj@parkplace.com 

www.caesars.com 


master    impressionists,    illusionist 
superstar  comedians. 

Rely  on  your  hotel  meeting  se 
staff  or  concierge  to  help  you  c 
entertainment  that  best  fits  your  jj 
tastes. 

Popular  Ongoing  Shows: 

Cirque  du  Soleil:  0  (Bellagio) 

Celine  Dion:  A  New  Day . . .  (Caesars  Pala 

MAMMA  /W/AMMandalay  Bay) 

Danny  Cans  (The  Mirage) 

Elton  John  (Caesars  Palace) 

Zumanity  (New  York-New  York) 

Lance  Burton  Master  Magician  (Monte  Ct 

Resort  &  Casino) 

Cirque  du  Soleil:  Mystere  (Treasure  Islanc 

Penn  &  Teller  {The  Rio  All-Suite  Hotel  &  (1 

Jivb/'/ee.MBally's) 

Rita  Rudner  (New  York-New  York) 

Wayne  Newton  (Stardust) 

Blue  Man  Group  (Luxor) 

Golf  I 

Las  Vegas  Is  Fore  Golfers 

Las  Vegas  may  offer  up  images  of  drjl 
washed  desert,  but  it  is  an  oasis  oj 
fairways   and   tricky   greens.  What 
planners  don't  realize   is  that  Las 
offers   a    great   golfing   experience 
quality  of  the  courses  tends  to  be 
high,  while  their  accessibility  is  surpi 
ly  easy. 

The  Las  Vegas  area  has  more  tl 
public  and  private  golf  courses,  inc. 
about  50  within  the  city  limits.  Cour: 
the  area  have  been  designed  by 
greats  as  Jack  Nicklaus,  Tom  Fazio, 
Dye  and  Robert  Trent  Jones  Jr. 

Several  executive  golf  courses 
busy  executives  to  finish  a  game  in  I 
three  hours.  These  courses  include 
Crest  in  Sun  City,  Summerlin,  CI 
Willow  in  Henderson  and  Durango 
in  northwest  Las  Vegas.  For  some 
completely  different,  try  swmgin 
moonlight:  The  Callaway  Golf  Cente 
Angel  Park  Golf  Club's  par-3  Clo 
courses  offer  nighttime  golf! 


THE  CLIENT 


raifllMMftlMfl? 


Day  by  day,  brick  by  brick,  we're  biiHding  a  new  Caesar?  Palace. 
Maybe  itjipme  you  %QQl<  another  look. 
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csarspalace.com 
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Shopping 

Putting  on  the  Glitz 

Entertainment,  gaming,  food  —  Las  Vegas 
has  enjoyed  it  all  for  a  long  time.  Now  you 
can  add  shopping  to  the  list.  From  haute 
designer  boutiques  to  trendy  outlet  malls, 
you  can  truly  shop  'til  you  drop  in  Las  Vegas. 

The  Fashion  Show  With  its  recent  $1 
billion  expansion  and  renovation,  The 
Fashion  Show  is  the  largest  shopping  des- 
tination on  the  Strip,  with  nearly  2  million 
square  feet  of  retail  space.  It  boasts  250 
shops  and  restaurants  and  seven  flagship 
department  stores.  In  true  Las  Vegas  style, 
The  Fashion  Show  offers  more  than  just 
shopping  —  it  offers  entertainment  too. 
There's  an  80-foot-long  retractable  catwalk 
that  rises  out  of  the  floor  for  world-class 
live  fashion  shows  and  special  events. 
Shows  are  scheduled  daily.  You  can't  miss 
"The  Cloud,"  a  480-foot-long  steel  structure 
that  has  become  The  Fashion  Show's  land- 
mark icon.  It  provides  shade  during  the 
day  and  becomes  a  giant  projection  surface 
at  night. 

Forum  Shops  at  Caesars  Palace  When 
the  Forum  Shops  opened  several  years  ago, 
it  not  only  redefined  shopping  in  Las  Vegas, 


fRAB 


Michael  Uhl 

Executive  Vice  President  of  Sales 


We  pride  ourselves  on  providing  the  best  service  our  industry  has  to  offer.  We  treat  every  meeting  as  if 
it  were  the  only  meeting  in-house.  We  recognize  that  each  group  has  different  needs,  so  we  go  out  of 
our  way  to  provide  personal  service  that  is  tailored  to  your  attendees.  Our  goal  is  to  ensure  that  you  have 
the  best  meeting  experience  in  Las  Vegas! 

We  have  one  of  the  largest  ballrooms  in  Las  Vegas,  and  our  professional  staff  provides  excellent  ser- 
vice and  catering.  We  can  make  the  largest  meeting  an  intimate  experience  for  you  and  your  attendees. 
We  work  with  you  from  the  moment  you  book  the  space,  and  our  attention  to  your  needs  continues 
through  the  arrival  of  your  guests,  to  the  meeting  and  until  they  depart.  We  want  to  make  the  process 
seamless  and  easy  tor  ou  from  start  to  finish.  Our  professionals  are  in  the  trenches  with  you  all  the  way. 

We   personalize   th  ;   tor  each   group,  from  welcome   messages  on   our  marquees, 

personalized  check-ii  rrtainment  and  refreshments.  We  make  a  commitment  to  make  your 

event  a  once-in-a-lifetn;  -nee! 

Paris/Bally's/Flamingo  L 

Michael  Uhl 

Executive  Vice  President  of  £ 

1  (888) 727-4758 

uhlm@parislasvegas.com 

www.parislasvegas.com  /  www.  bah, .     -vegas.com  /  www.flamingolasvegas.com 


but  also  the  world.  An  extravaganza,  j 
as  well  as  in  terms  of  its  mix  of  woi 
high-end  stores,  it  became  an  il 
success.  Today,    no  shopping   comf 
the   world    generates    greater  jj 
sales-per-square-foot    volume    thai 
Forum    Shops,    with    its    heady    n 
fashion    superstars    like    Gucci,    Bj 
Versace,  Christian  Dior,  Dolce  &  Ga 
Fendi,  Valentino  and   Max   Mara.   E 
Caesar  himself,  the  Forum  Shops  is 
looking    to    expand    its    territory, 
explains  its  current  expansion  projec 
200,000-square-foot,   three-level   at. 
that  will  bring  in  new  stores,  new  i 
rants  and  a  new  entrance  directly  t 
Strip,  not  to  mention  new  excitement 

Mandalay  Place  There's  always! 
thing  new  in  Las  Vegas,  and  now  y( 
add  Mandalay  Place  to  your  list  of 
sees.  Launched  in  the  fall  of  2003, 
one-of-a-kind    retail    experience,   v 
100,000-square-foot    sky    bridge 
between   the   Mandalay   Bay  andjt 
resorts.  This  bridge  is  home  to  41  ifl 
boutiques  and  restaurants,  includijl 
world's   first    Nike    Golf   store   arM 
domestic    debut    of    women's    cH 
Samantha  Chang. 

Grand     Canal     Shoppes     afl 
Venetian  This  shopping  experience!! 
plenty  of  shopping,  of  course,  inal 
more  than  80  stores  and  restaurant! 
when  your  feet  need  a  rest,  you  can  j 
some  of  the  best  entertainment  aif 
including   Artisti    del   Arte',    a    gro| 
classically  trained  singers  and'actorsl 
all  over  the  world  who  perform  s 
unique  shows  that  take  you  back  if! 
to    Renaissance   Venice.    Other 
include  the  Venetian  Living  Statue 
the  Gondolier  March.  The  shows  a 
and  are  performed  daily. 

Desert    Passage    at    The 
features   140  specialty  stores  an 
restaurants    in   a    North   African 
place    setting.    Stores    and    reste 
include   Ann  Taylor   Loft,    bebe,    Bi 
Bear  Workshop,  Hilo  Hattie  -The  S 


B  ve  not  only  mastered  the  romantic  rendezvous,  we've  helped 
ilcl  business  relationships,  too.  In  fact,  we  go  out  of  our  way  to 
ter  to  lar^e  groups.  lake,  for  example,  otir  expert  convent  inn 
rvice  managers,  exquisite  meeting  facilities  and  world-renowned 
),000-square-root  pillarless  ballroom.  Add  to  that  explosive  casino 
tion,  suave  European  service  and  incredible  views  of  the  Strip 
mi'  our  50-story  Eirrel  lower  for  entertainment  extraordinaire. 
ri-  Las  Vegas.  It's  a  tantastique  place  to  mix  business  with  pleasure. 

CALL  1   8007225597  FOR  YOUR  NEXT  MEETING  OR  EVENT. 


ParisLasVegas.com 


2,Q10  luxurious  rooms 
and  2Q5  spacious  suites 
with  modern  amenities. 


Traditional  and 

non-traditional  meeting 

spaces  for  whatever 

setting  you  require. 


*$P£:  ••'" 


Experience  all  the 
romance,  culture  and 
excitement  of  Paris. 
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Hawaii,  North  Beach  Leather,  Sephora, 
Sur  La  Table,  Swarovski,  Z  Gallerie  and 
Commander's  Palace. 

Le  Boulevard  at  Paris  Las  Vegas 
Quaint  cobblestone  streets  and  winding 
alleyways  lead  guests  on  a  European 
shopping  spree  to  a  wide  array  of  authen- 
tic French  boutiques,  including  a  garden 
shop,  wine  and  cheese  shop,  and  men's 
and  women's  apparel  stores. 

Via  Bellagio  at  Bellagio  How  extrava- 
gant is  the  shopping  at  Via  Bellagio?  Let  a 
few  words  paint  you  a  picture  —  Gucci, 
Prada,  Hermes,  Armani,  Chanel,  Yves 
Saint  Laurent,  Tiffany  &  Co.  and  Fred 
Leighton.  Enough  said! 

Fashion  Outlets  of  Las  Vegas  Not 
every  shopping  experience  of  Las  Vegas 
is  of  the  rarefied  variety.  There  are  an 
amazing  number  of  bargains  to  be  had. 
And  one  place  to  find  them  is  at  this  bar- 
gain hunter's  paradise,  located  30  miles 
south  of  the  Strip  in  Primm.  Familiar  retail- 
ing names  include  Donna  Karan,  Polo 
Ralph  Lauren,  Calvin  Klein,  Burberry, 
Versace,  Max  Azria  and  Brooks  Brothers. 

Las  Vegas  Premium  Outlets  This 
new  shopping  experience  is  located 
just  2.5  miles  north  of  the  Strip.  Opened 
in  the  summer  of  2003,  it  has  435,000 
square  feet  of  space  and  offers  retail 
giants  including  Ann  Taylor,  A/X  Armani 
Exchange,  Benetton,  Bose,  Coach, 
Crabtree  &  Evelyn,  Dolce  &  Gabbana,  Elie 
Tahari,  Jones  New  York,  Kenneth  Cole, 
Lacoste,  Nautica,  Nike,  St.  John,  Theory, 
Timberland,  Tommy  Hilfiger  and  Wolford. 


Danielle  Babilino 

Vice  President  of  Hotel  Sales 


What  most  meeting  planners  like  best  about  the  Mandalay  Bay  Convention  Center  is  the  facility's  ver- 
satility. Quite  simply,  this  is  a  facility  for  every  function.  The  sheer  size  is  attractive  to  some,  while  the 
elegant,  four-diamond  atmosphere  draws  ;:  a  interest  of  others.  Ours  is  a  multipurpose  facility  built  to 
be  adaptable  to  our  customers.  Our  bottorr  ,  -  at  Mandalay  Bay  —  Whatever  you  need,  we  can  do  it. 

Mandalay  Bay  Resort .         ino 

Danielle  Babilino 

Vice  President  of  Hotel  Sales 

www.mandalayconventions.com 


Spas 

Spa-tacular 

At  the  end  of  a  long  day,  when  yourl 
screaming  for  a  hot  bath  and  rela 
make  the  time  to  indulge  in  a  ma 
Las  Vegas  places  some  of  the  fines 
in  the  world  right  at  your  fingertips 

The  Spa  at  THEhotel  at  Mat 
Bay  The  newest  addition  to  the  W 
luxury  spas  is  located  in  THEhc 
Mandalay  Bay.  Simple  elegance  d 
this  elite  bathhouse  spa,  whic 
pools  of  varying  water  temper* 
exotic  baths  and  a  flowing  waterfc 

Canyon  Ranch  SpaClub  at 
Venetian  Five  acres  of  rooftop 
decks  and  Venetian-style  garden 
round  a  65,000-square-foot  sp 
fitness  area.  A  full  array  of  sei 
and  equipment  is  available,  inclu 
40-foot  rock-climbing  wall. 

Spa  Vita  de  Lago  at  Thai 
Carlton,  Lake  Las  Vegas  Enjow 
Italian  pampering  at  this  30,000-s 
foot  spa,  which  is  the  only  spat 
U.S.  to  offer  the  exclusive  La  Cullj 
treatments  from  Italy. 

Spa  Moulay  at  the  Hyatt  Rej 
Lake  Las  Vegas  The  spa  is  inspii 
the  exotic  traditions  of  Morocco? 
treatments  include  the  Harem'si 
botanical  bath,  Rhassoul  Clay  Wr£ 
Desert  Stone  Massage. 

Paris  Spa  by  Mandara  all 
Las  Vegas  The  exotic  beauty  am 
suality  of  Balinese-based  health,  t 
and  massage  techniques  partnei 
the  services  of  a  European  spa.Tv 
four  treatment  rooms  feature  im| 
furnishings  and  handcrafted,  har( 
massage  tables  from  Bali. 

Spa  Bellagio  The  lush  beauty.} 
outdoors  comes  indoors  to  surrour 
pamper  visitors  inside  the  Conser 
and  Botanical  Gardens  located 
Bellagio.  This  European  spa  is  co 
to  a  coed  fitness  center. 

Aquae  Sulis  Spa  at  the  JW  Ma 
Summerlin  Water  is  everywhe 
this  40,000-square-foot  spa.  The  s| 
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THANKS  TO 

McDonalds. 

FOR  HELPING  US  DISCOVER 

OUR  OWN- 


MASS  APPEAL. 


( "i  (  < 


For  the  lirst  time  in  its  history,  McDonalds  Corporation  brought  together  their  store  managers 

Ironi  jiross  ihe  country  to  a  single  location  for  a  series  ol  shows  over  a  nine-day  period  ol  time.  When  they 

looked  our  way.  we  asked,     now  may  we  serve  you?     And  then,  with  requests  in  hand,  we  pooled  our 

i  (insiderahle  resources  to  provide  .1  made-to-order  event  that  turned  out  to  he  a  blazing'  success. 

"We  taxed  their  people  for  21  straight  days,  including 
Q  live  snow  days,  and  their  intensity  never  waned. " 

"We  do  meetings  all  over  the  world  and  this  facility  was  unlike  anything  we've  ever  used. 
Tliinh  about  it,  thousands  of  rooms  attached  to  your  meeting  site.  " 

-  Donna  Berberet,  Senior  Manager  Convention  Services,  McDonald's  Corporation 

For  more  information,  g'o  online  to  manclalayconventions.com,  where  you  can  take 
1  lour  and  explore  the  many  ways  we  can  he  ol  service. 

h-  if  you'd  like  to  drop  I;-  .  us  out,  call  Hotel  Sales  at  1 .87/. 032.7000  /  man.uiiayconvenlions.com 


t^^t^.      MANDALAY  BAY  CONVENTION  CENTER 


McDONALD  s  is  a  registered  trademark  of  McDonald's  Corporation.  Used  with  permission  from  McDonald's. 
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an  outdoor,  six-chamber  hydrocircuit 
therapy  pool,  an  11,000-square-foot 
swimming  pool,  hot  tubs  and  waterfall 
showers. 

Convention  Centers 

Everyone's  heard  of  the  Las  Vegas 
Convention  Center,  but  did  you  know 
that  the  greater  Las  Vegas  area  now  has 
a  total  of  six  convention  centers,  ranging 
in  size  from  100,000  square  feet  to  more 
than  2  million  square  feet?  Each  has 
different  capabilities,  providing  meeting 
planners  with  unparalleled  flexibility.  In 
Las  Vegas,  you  don't  just  take  the  one 
convention  center  that  a  city  usually 
offers  —  here  you  can  pick  the  one  most 
appropriate  for  your  needs. 

Las  Vegas  Convention  Center  This  is 
the  grand  dame  of  Las  Vegas  convention 
centers,  but  there's  nothing  dowdy  about 
her.  A  recent  $170  million  expansion  has 
added  1.3  million  square  feet,  making  it 
one  of  the  largest  centers  in  the  world. 
Operated  by  the  Las  Vegas  Convention 
and  Visitors  Authority  (LVCVA),  it  has, 
in  its  3.2  million  square  feet,  more  than 
2  million  square  feet  of  exhibit  space  and 


|  The  Ritz-Carlton, 
j  Lake  Las  Vegas 


Scott  Evans 
Director  of  Sales  anc 


mg 


The  Ritz-Carlton,  Lake  Las  Vegas  is  a  spectacular  lakeside  setting  17  miles  southeast  of  the  Strip. 
Our  meetings  receive  high  planner  ratings  for  personalized  service  and  attention  to  detail,  and  our  349- 
room  size  allows  us  to  act  within  narrow  booking  windows. 

Our  32,000  square  feet  of  function  space  includes  two  ballrooms,  10  breakouts  and  two  boardrooms, 
as  well  as  beautiful  outdoor  event  venues. 

MonteLago  Village  offers  sho,  Ding  and  a  casino  within  a  one-minute  walk.  Our  own  Spa  Vita  di  Lago 
is  rated  No.  7  in  the  U.S.  The  Me. .  i  Cafe  &  Terrace  was  recently  named  one  of  America's  20  Best  New 
Restaurants  by  Esquire  magazint  °  popular  guidebook,  the  Unoffical  Guide  to  Las  Vegas  2004,  has 
just  named  The  Ritz-Carlton,  Lake  L<    Vegas  the  numbe:  1  hotel  in  the  Las  Vegas  area. 

In  addition  to  numerous  outdoor  ai  vities,  The  Ritz-Carlton  is  able  to  secure  group  rates,  instruction 
and  tee  times  at  two  adjacent  champ  mship  golf  courses.  Reflection  Bay,  the  Jack  Nicklaus  signature 
course,  and  the  Tom  Weiskopf-desigm  d  The  Falls  Golf  Club. 

The  Ritz-Carlton,  Lake  Las  Vegas 
Scott  Evans 

Director  of  Sales  and  Marketing 
.02)567-4700 

evans@ritzcarlton.com 
ww>'  ritzcarlton.com 


144  meeting  rooms. 

Sands  Expo  and  Convention 
This  is  another  very  large  facility  — 
lion  square  feet,  which  adjoins  the  65 
square-foot  Venetian    Congress   G 
making    this    the    largest    hotel-c 
convention  center  complex  in  the  w( 

Mandalay  Bay  Convention  Cenl 
hotel  offers  meeting  planners  a  veq 
facility  —  1.5  million  square  fee 
include  a  100,000-square-foot  bal 
two  additional  ballrooms,  five  board 
and  a  business  service  center. 

Cashman  Center  Located  on  a  I 
site  near  downtown  Las  Vegas,  Cai 
has  100,000  square  feet  of  exhibit  sr. 
1,922-seat  theater,  16  meeting  room 
a  10,000-seat  baseball  stadium.  This 
operated  by  the  LVCVA. 

Cox  Pavilion  This  is  a  new  multipi 
meeting  venue  with  3,000  seats.  It'3 
ed  at  the  University  of  Nevada,  Las\ 

Henderson  Convention  Centei 
facility  offers  10,000  square  feet  of  cc 
free  space  designed  for  corporate 
tions  and  special  events. 

INSIDE  TIPS  FOR 
MEETING  PLANNERS 

"  Your  attendees  can  enjoy  their  v 
the  airport  by  having  a  workc 
massage.  Yes,  McCarran  Interna 
Airport  now  sports  a  branch 
national  fitness  center  that's  op 
members  and  travelers  who  pay 
visit  fee  that  includes  a  soi 
towel.  Did  you  eat  too  much  w< 
ful  food  while  in  Las  Vegas? 
some  of  it  off  before  you  go  hon 

■  Tell  attendees  it  is  best  to  arr 
least  30  minutes  before  a  sche 
spa  appointment. 

■  Be  patient  when  booking  m< 
space.  It  may  take  some  time  - 
the  space  you  want  because  tf 
hotels  are  in  demand.  You 
patience,  flexibility  and  persevc 
in  order  to  get  the  space  you  wa 

■  Your  hotel  can  make  arrangemer 


n  oasis  brings  life  to  the  desert. 


The  one  we  built  [or  you  will  do  the  same  to  your  meeting. 


Ik  Rit"Carlton,  Lake  Las  Vci,as 


The  Ritz-Carlton,  Lake  Las  Vegas  provides  an  oasis  of  unparalleled  beauty  and  luxury.  Our  Mediterranean 

resort  features  a  casino,  36  holes  of  championship  golf,  and  Spa  Vita  di  Lago.  As  with  everything  we 

undertake,  we'll  handle  every  event  or  gathering  with  the  same  attention  to  detail  for  which  we've 

become  so  well  known   With  easy  access  from  McCarran  International  Airport  and  the  exciting 

-as  Vegas  strip,  as  well  as  33,000  square  feec  of  indoor  meeting  space,  it  will  be  the  perfect  place 

to  hold  a  meeting  and  a  worthy  destination  in  its  own  right.  For  reservations  or  more  information, 

please  call  The  Ritz-Carlton,  Lake  Las  Vegas  at  702-567-4700,  or  visit  us  at  www.ntzcarlton.com.    The  Ritz-Carlton4 

Lake  Las  Vegas 


ADVERTISEMENT  18 

dining,  entertainment  and  activities 
for  your  attendees.  Many  of  these 
amenities  are  already  on-site  at 
the  hotel. 
"  Make  sure  you  understand  your  audi- 
ence —  Las  Vegas  offers  many  choic- 
es, so  choose  the  right  one  for  your 
group.  Make  your  meeting  plans  early 
—  you'll  enjoy  the  Las  Vegas  experi- 
ence that  much  more.  ■ 

Las  Vegas  Convention 
and  Visitors  Authority 

Created  in  1955  as  the  Clark  County  Fair 
&  Recreation  Board,  the  Las  Vegas 
Convention  and  Visitors  Authority  is 
guided  by  a  two-part  mission  statement: 
1)  to  attract  visitors  to  the  Las  Vegas 
area  to  support  the  resort  industry  of 
Clark  County;  and  2)  to  operate  and 
maintain  its  convention  facilities,  which 
include  the  Las  Vegas  Convention 
Center  and  Cashman  Center. 

In  order  to  attract  visitors  and  keep 
the  convention  facilities  filled,  the 
LVCVA  goes  to  great  lengths  to  assist 
the  meeting  planner. 

"The  LVCVA  has  made  a  concerted 
effort  to  smooth  the  way  for  planners 
to  ensure  they  have  a  very  successful 


Michael  Toney 
Director  of  Sales 


One  of  the  great  services  we  offer  is  24-hour  turnaround  time  on  contracts.  The  Hard  Rock 
is  a  boutique  property  that  offers  a  personal  atmosphere.  Our  staff  will  work  with  you  from  the  very 
beginning  to  ensure  you  have  a  successful  and  efficient  meeting. 

Our  facilities  rank  high  —  we  have  the  mosttalked-about  swimming  pool  in  Las  Vegas  and  five 
top-rated  restaurants,  including  the  legendary  NOBU.  Wc  also  have  The  Joint,  which  is  one  of  the 
best  and  most  intimate  concert  venues  in  the  country.  It  is  also  available  for  special  events  and  pri- 
vate functions. 

We've  just  completed  a  5,000-square-foot  penthouse  suite,  complete  with  16  plasma  screen  TVs 
and  a  bowling  alley.  This  venue,  popular  with  celebrities,  can  accommodate  125  people.  We'll  also 
open  a  7,000-square-foot  nightclub  this  spiing. 

Hard  Rock  Hotel  &  Casino 
Michael  Toney 
Director  of  Sales 
(702)  693-5052 
michaelt@hrhvegas.com 
www.hardrockhotei.com 


meeting,  while  making  the  s 
convention  goers  as  easy,  fa 
memorable  as  possible,"  says 
Murphy,  vice  president  of  sales! 
LVCVA.  "When  planning  your  evi 
matter  how  large  or  small,  be  s 
remember  to  use  the  services  \ 
LVCVA.  We're  here  to  serve  you." 

The  LVCVA  offers  the  followit 
vices  free  of  charge: 

Hotel  Assistance,  including  h 
you  put  together  your  requej 
proposal  (RFP)  and  making  initia 
contacts.  We'll  even  gather  hot* 
—  at  no  cost  to  you. 

Entertainment  Information  h 
you  learn  what  entertainment  v 
available  during  your  time  in  Lasv| 

Transportation  Arrangements,  I 
ing  from   and  to  the  airport,   be 
hotels,  and  between  hotels  and  rr( 
facilities,  as  well  as  trips  off  the  Sl| 

Authority  Online  can  distribute 
RFP  directly  to  hotels  in  our  area.| 
the  quickest,  most  efficient  way  J 
your  RFP  distributed. 

In  addition,  the  LVCVA  saletl 
can   offer  expertise   in    various  I 


including: 


■  Site  inspection  arrangement 

■  Familiarization  tours 

■  Facility  and  contact  informa 

■  Local  supplier  coordination 

■  Promotion  assistance 

■  Press  releases/kits 

■  Photography  and  videos 

■  Brochures 

■  Guides  and  maps 

■  Event  and  show  calendars 

■  Pre-  and  post-convention  toi 

■  Registration  assistance 

■  Office  space  for  meeting  plai 
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go  from  your  hotel  room 
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aspirin. 
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SHORT  WALKS.  FEWER  CRABBY  PEOPLE. 

3kay  so  here's  the  thing.  Starting  your  meeting  on  time  is  important.  Having  those  attending  the  meeting  happy 
*lso  important.  Book  your  program  at  the  Hard  Rock  where  people  won't  have  a  two  mile  trek  to  actually  get  to  ' 
he  meeting  and  you  get  both.  We've  got  all  the  amenities  of  the  Mega-Goliath  resorts  without  the  blisters  And 
et  s  face  it,  you  don't  want  to  walk  in  wing  tips  any  further  than  you  have  to  . 


Over  35,000  square  feet  of  function  space 
High  speed  Internet  access  in  every  guest  room 
Three-minute  walk  from  anywhere  in  the  hotel 


*  Full-service  production  and  special-event  staff 

*  24  hour  contract  turnaround  time  from  initial  contact 

*  Five  restaurants  including  the  legendary  NOBU 


EET  SOMEPLACE  DIFFERENT. 


HABPROCKHOTEL,©OM 


LAS     VEGAS.     NEVtb. 
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LVCVA.com  is  the  newest  service  for  meeting  planners, 
courtesy  of  the  LVCVA.  With  the  click  of  a  mouse,  you 
can  plan  your  meeting  with  the  most  up-to-date  information 
on  lodging,  transportation,  dining,  entertainment,  attrac- 
tions and  events,  plus  printable  maps  and  more. 


Las  Vegas  Convention  and 
Visitors  Authority 

3150  Paradise  Road 
Las  Vegas,  NV  89109 
Phone:  (702)  892-0711 
Fax:  (702)  892-2824 
Michael  O'Keefe 
mokeefe@lvcva.com 
www.LVCVA.com 

Midwest  Regional  Office 

Two  Prudential  Plaza 
180  N.  Stetson  Avenue 
Chicago,  IL  60601 
(312)861-0711 
Michael  Tarr 
mtarr@lvcva.com 


Eastern  Regional  Office 

1050  Connecticut  Avenue,  NW 
Suite  201 

Washington,  DC  20036 
(202)  296-5300 
Jim  Ryan 
jryan@lvcva.com 
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We  work  as  hard  as  we  play. 


Would  you  purchase  stock  without  your  broker? 
Would  you  go  to  court  without  your  lawyer? 
Would  you  play  a  new  golf  course  without  a  caddy? 

Your  Meeting  &  Event  Professional  in  Gaming! 


AMERICAS 


Las  Vegas  suggests  "CHOJBES"  that  are  uniquely  diverse  a 

other  dest  iuai  ions  on  (Ins  celt  stial  planet! 
America's  Guest  objective  is  te 
assemblage  oi  Kl.to  lO.OOO,  | 
xhilarating  city!  Wt  v. 
to  "Win  Big"  with  our  OiSbn 
America's  Guest  is  your  tii  k-t„ 
Meeting  Space,  Theme  Events 
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IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS. 


E      W  0  R  K      ASH  A  R  D      A  S 


ELL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED. 
HAT  ALL  THE  RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED. 
HAT  YOUR  PEOPLE  ARE  LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING 
3  BE  THERE  FOR  THEM  ANY  TIME,  DAY  OR  NIGHT.  THAT  "HARD  WORK"  AND  "LAS  VEGAS"  ARE 
OT  MUTUALLY  EXCLUSIVE  TERMS.  LET  THEM  KNOW  IT'S  OK  TO  SUGGEST  LAS  VEGAS.  THEN  TELL 
HEM  TO  VISIT  LVCVA.COM  OR  CALL  702-892-0711.  YOU'LL  BE  A  HERO  IN  THEIR  EYES. 


I     PL  A  Y." 


S 
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BY  MELANIE  WELLS  ^^^^ 

PROCTER  &  GAMBLE  HAS  ASSEMBLED  A  STEALTH 
SALES  FORCE  OF  TEENAGERS-280,000  STRONG- 
TO  PUSH  PRODUCTS  ON  FRIENDS  AND  FAMILY.  A 
BRILLIANT  MOVE-OR  MARKETING  GONE  AMOK? 

(  aitlin  (ones  is  Hollywood's  kind  of  pitch  gal.  Several  months  ago  the  16-year-old  received  an  e-mail  an- 
nouncing DreamWorks  SKd's  new  teen  flick,  Win  A  Date  With  Tad  Hamilton!,  and  was  asked  to  help  the 
studio  pick  the  movie's  logo.  A  few  weeks  later  when  she  went  to  a  movie  theater,  she  was  thrilled  to  see  a 
trailer  for  the  film  and  discover  that  they'd  picked  the  logo  she  liked.  "Oh,  my  God,"  she  told  a  friend  who 
was  sitting  next  to  her,  "I  voted  for  that  logo!"  She  beamed.  "So  they  do  listen.  It  does  matter." 

Jones,  a  junior  at  St.  Joseph  Hill  Academy  in  Staten  Island,  N.Y.,  couldn't  wait  to  spread  the  word.  "I  told 
a  bunch  of  friends  at  school,"  she  recalls.  "I  told  my  next  door  neighbor.  I  told  well  over  10  or  20  people." 
And,  of  course,  she  plans  to  see  the  film,  taking  a  handful  of  pals  with  her. 

( iina  T.avagna  was  tapped  through  snail  mail.  After  receiving  a  $2  minidisc  for  Sony's  Net  MD  and  six 
$10-off  coupons,  she  rushed  four  of  her  chums  to  a  mall  near  her  home  in  Carlstadt,  N.J.  to  show  them  the 
digital  music  player,  which  sells  for  $99  and  up.  "I've  probably  told  20  people  about  it,"  she  says,  adding, 
"At  least  10  are  extremely  interested  in  getting  one."  Her  parents  got  her  one  for  Christmas. 

Madison  Avenue  was  once  known  for  men  in  gray  flannel  suits.  Today  some  of  its  most  credible  foot 
soldiers  wear  T  shirts  and  sneakers.  They  are  280,000  strong,  ages  13  to  19,  all  of  them  enlisted  by  an  arm 
of  Procter  &  Gamble  called  Tremor.  Their  mission  is  to  help  companies  plant  information  about  their 
brands  in  living  rooms,  schools  and  other  crevices  that  are  difficult  for  corporate  America  to  infiltrate. 
These  kids  deliver  endorsements  in  school  cafeterias,  at  sleepovers,  by  cell  phone  and  by  e-mail.  They  are 
being  tapped  to  talk  up  just  about  everything,  from  movies  to  milk  and  motor  oil — and  they  do  it  for  free. 

Manipulation?  To  some  extent.  Some  kids  aren't  even  aware  that  they're  participating  in  a  word-of- 
mouth  marketing  effort  on  an  unprecedented  scale.  Roughly  1%  of  the  U.S.  teen  population  is  involved. 

They  are  selected  and  organized  by  P&G,  which  has  kept  many  details  about  Tremor,  created  in  2001, 
under  wraps  until  now.  It  is  a  remarkable  little  business,  partly  because  P&G  helped  pioneer  traditional  TV 
advertising — soap  operas  were  sponsored  by  Tide — and  pardy  because  it  has  unleashed  Tremor's  forces  on 
brands  it  doesn't  make,  including  AOL,  Coca-Cola,  Kraft  Foods  and  Toyota  Motor.  (A  third  of  Tremor's  ac- 
tivities are  devoted  to  P&G  products — Pantene  shampoo,  CoverGirl  cosmetics  and  Pringles  potato  chips 
among  them.)  It's  t.ken  two  years  to  build  a  national  network.  The  kids,  natural  talkers,  do  the  work  with- 
out pay,  not  counting  the  coupons,  product  samples  and  the  thrill  of  being  something  of  an  "insider." 
Without  bein^  asked,  Lavagna,  the  New  Jersey  teen,  hosted  a  gathering  last  year  so  her  gal  pals  could  try  P&G  s 
beautv  pr<     X      including  Clairol  Herbal  Essences  Fruit  Fusions  Shampoo  and  Noxzema  face  wash. 

The  tows  out  of  a  profound  dissatisfaction  among  advertisers  with  conventional  media,  par-    I 

CHEAP  TAt  K:  KEREL  FRANCIS  (REAR),  ANDREW  SCHRIJVER,  CAITLIN  JONES  AND  SABRINA  ENRIQUEZ-    \ 
RIVERA  £RF  BEING  TAPPED  BY  P&G-WITHOUT  PAY-TO  PITCH  ON  BEHALF  OF  BRANDED  GOODS.     I 
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KING  BEE:  DAVE  L.  BALTER  (SEATED)  AND  VOLUNTEER  "BUZZ  AGENTS." 

Cross-Pollinators 

Christopher  Harris  has  spent  30  hours  doling  out  25  copies  of  Ode,  a  New  Age 
publication  for  yoga  buffs  and  soy  lovers,  in  recent  months.  Nearly  every  day 
Harris,  34,  dutifully  files  an  online  report  to  a  company  in  Boston  called  Bzz- 
Agent,  detailing  various  aspects  of  his  salesmanship,  such  as  the  time  he  left  a 
copy  of  the  magazine  in  a  hotel  spa.  "Leaving  Ode  there  is  a  great  idea,"  a  Bzz- 
Agent  coach  in  Boston  immediately  responded.  "Keep  up  the  great  job!" 

BzzAgent's  community  of  20,000  adult  hypesters  (all  nonpaid)  is  much 
smaller  than  P&G's  loose  teen  group,  but  it  is  a  more  closely  monitored  bunch. 
While  Tremor  members  receive  few  marching  orders,  "buzz  agents"  get  a  word- 
of-mouth  primer  when  they  volunteer  to  pitch  products.  They  also  get  copious 
personalized  feedback  about  their  activities  for  Anheuser-Busch,  Estee  Lauder 
and  publisher  Penguin  Group.  "We  feel  like  people  need  to  understand  how  pow- 
erful their  voice  really  is,"  says  BzzAgent  founder  Dave  L.  Baiter,  32.  "We  also 
want  to  steer  and  control  what  happens  in  the  marketplace." 

"When  Joe  [the  bike  messenger]  came  in  today,  I  asked  him:  'Do  you  like 
your  job?'  And  of  course  he  hated  it!"  reports  one  of  3,300  folks  who  recently 
signed  up  to  plug  Monster  Networking,  an  online  schmoozefest.  "It's  like 
Match.com  for  your  career!"  the  27-year-old  Philadelphian  told  the  hapless 
messenger.  "There  is  nothing  but  good  that  can  come  of  checking  it  out." 

The  give-and-take  gives  BzzAgent  useful  information.  It  knows,  for  instance, 
that  people  who  like  a  book  will  have  three  5-to-7-min;tt   conversations  about  it 
over  a  12-week  period.  It  knows  agents'  incomes,  broads   id  usage,  brand  prefer- 
ences for  jeans,  beer  and  more.  In  a  recent  12-week  campaign  for  Rock  Bottom 
Restaurant  &  Brewery,  sales  of  the  chain's  100,000-sti  >>  » frequent-diner  program 
grew  by  $1.2  million  above  the  baseline  after  400  members  became  buzz  agents. 

BzzAgent  charges  clients  according  to  the  numbei  of  agents  used  and  the 
length  of  a  campaign.  An  eight -week  effort  with  I.OCC  a  ;ents  costs  $85,000. 
Baiter  professes  to  be  amazed  at  how  willing  people  ai  e  fo  be  agents:  "I  would 
never  do  this,  but  I'm  not  everybody."  —M.W. 
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ticularly  network  TV.  Audiences  are  frag 
mented,  and  ever  more  viewers  are  using 
devices  like  TiVo  to  zap  commercials.  Teens,  tti 
in- particular,  are  maddeningly  difficult  to  » 
reach  and  influence  through  advertising,  ji 
even  though  they  are  a  consumer  power-  4 
house  that  will  spend  $  1 75  billion  on  prod-  it 
ucts  this  year.  When  they  do  catch  TV  com-  it 
mercials  or  print  ads,  these  jaded  if 
consumers  often  ignore  the  marketing  mes-  -i 
sage.  Hence  the  emphasis  on  friendly  chat-  ja 
ter  among  peers  to  deliver  targeted  mes-  ti 
sages.  "The  mass-marketing  model  is  jo 
dead,"  says  James  Stengel,  P&G's  global  mar- 
keting officer.  "This  is  the  future." 

He's  getting  a  little  ahead  of  the  story;  is 
Tremor's  revenues  this  year  might  top  $12  iii 
million,  a  drop  in  the  $266  billion  U.S.  ad-  f 
vertising  market.  But  P&G  seems  to  be  onto  s 
something.  Valvoline,  the  motor  products 
unit  of  Ashland,  is  using  Tremor  as  part  of 
its  marketing  push  for  SynPower  premium 
oil.  Spending  around  $1  million — P&G 
charges  that  and  more  for  a  national  cam- 
paign— Valvoline  will  focus  on  guys  and 
gals  who  are  16-plus,  or  65%  of  the  Tremor 
empire.  "This  generation  is  much  more  in- 
fluenced by  peer  behavior  than  baby  4 
boomers  were,"  says  Walter  Solomon,  se-  \i 
nior  vice  president  at  Valvoline.  "If  we  can  u 
make  an  impression,  it  will  have  tremen-  f 
dous  long-term  effect."  u 

P&G  used  Tremor  to  make  a  sensitive  a 
point  about  Head  &  Shoulders  it  couldn't  A 
have  broached  in  mainstream  ads:  that  the  i 
dandruff  shampoo  kills  the  fungus  that  Ji 
causes  dandruff.  "That's  a  message  that  i 
won't  survive  in  the  mass  market,"  says  Ted  I 
W.  Woehrle,  Tremor's  chief  executive.  "But 
it's  perfectly  appropriate  to  give  it  to  1%  of 
teen  boys  and  let  them  talk  about  it." 

Some  of  this  is  old  wine  in  new  bottles. 
Word-of-mouth  marketing,  after  all,  pre- 
dates even  the  apostles.  It  explains  a  large 
part  of  the  rapid  diffusion  of  hybrid  corn 
seed  among  Iowa  farmers  from  1928  to 
1941.  Distillers  and  pharmaceutical  compa- 
nies have  long  imderstood  the  usefulness  of 
bartenders  and  physicians.  The  Internet  has 
been  an  ideal  medium  for  the  proliferation 
of  promotional  blather,  especially  among 
nonexperts.  Word  of  mouth  helped  make 
My  Big  Fat  Greek  Wedding  a  much  bigger 
hit  than  dozens  of  heavily  advertised  films. 

Focus  groups  aren't  exactly  new,  either; 


G  h^s  lived  by  them  for  decades.  But 
:mor  combines  the  virtues  of  both — 
ring  the  likely  acceptance  of  products  and 
iding  out  thousands  of  eager  missionar- 
to  secure  converts — on  an  epic  scale.  A 
is  hit-or-miss.  While  P&G  screens  the 
is  it  taps,  it  doesn't  coach  them  beyond 
couraging  them  to  feel  free  to  talk  to 
ends;  it  does  follow  up  with  random 
one  interviews  to  monitor  changes  in 
md  awareness  and  image.  Other,  smaller 

panies  keep  tighter  tabs  on  their 
kbytes  (see  box,  p.  86). 

Sony  Electronics,  which  stopped  pro- 
sting  Net  MD  in  print  ads  and  radio  spots 
e  last  year  in  favor  of  Tremor,  is  still  tal- 

g  the  results  of  the  campaign.  The  In- 

tional  Dairy  Foods  Association  is  a  be- 
ver.  Last  spring  P&d  worked  with 
iociation  member  Shamrock  Farms  of 

nix  on  its  launch  of  a  new  chocolate- 
alt-flavored  milk.  The  dairy  monitored 
of  the  new  product  in  Phoenix  and 
cson  where  the  plan  and  expenditures 
;re  the  same,  with  one  exception:  In 
oenix,  2,100  Tremorites  received  prod- 
t  information,  coupons  and  stickers, 
iter  23  weeks,  Shamrock  says,  sales  of  the 
ink  were  18%  higher  in  Phoenix  than  in 
n.  Surprisingly,  overall  milk  sales  rose, 

in  Phoenix — 4%.  Coupon  redemption 
is  an  impressive  21%,  the  highest  the 

y  has  ever  seen,  says  Sandy  K.  Kelly, 

keting  chief  at  Shamrock.  "The  re- 

kable  thing  about  the  multiplier  effect 
that  so  few  kids  can  affect  the  attitude  of 
many,"  says  Thomas  Nagle  Jr.,  vice  pres- 

t  of  marketing  for  the  dairy  associa- 
>n,  the  group  behind  the  "Got  Milk?"  ads. 

Tremor  will  launch  perhaps  20  U.S. 
mpaigns  this  year,  up  from  15  in  2003. 
behrle  says  it  will  turn  a  profit  by  the  end 
the  fiscal  year,  June  30.  Faster  expansion 
>esn't  make  sense  because  P&C.  recognizes 
at  its  stealth  sales  force  can  get  bored  too 
sily.  "Sometimes  it's  a  hassle  if  you  get 
ore  than  one  e-mail,  and  they  want  you 
fill  things  out,"  says  Jill  Markowitz,  18,  a 
ashman  at  New  York  University,  who  re- 
jrts  she  has  received  some  30  solicitations. 

Who  gets  tapped?  Tremor  looks  for  kids 
ith  a  wide  social  circle  and  a  gift  of  gab. 
sing  e-mail  invitations  and  Web  banner 
Is,  the  company  trolls  for  members  and 
fers  them  a  chance  to  register  to  win  a  free 


Forced  Among  Peers 

Tremor  teens  have  shilled  these  and  other  products  to  their  pals  and  parents. 


"~L_i_,  -A 


MOTOR  OIL  FOR  THE  YOUNGER  CROWD 


SONY'S  ANTIDOTE  TO  IPOD 


LOOSE  LIPS 

HELPED  FLOG 

COVERGIRL 


TRYING  TO  PUT  FIZZ  BACK 
INTO  A  DECLINING  BRAND 


PRELAUNCH, 
KIDS  TESTED  A 
NOVEL  FLAVOR 


FRESHENING  UP  AN  OLD 
LABEL  WITH  A  NEW  SCENT 


GIVING  TFEN 

SKIN  CARE  A  NEW 

COMPLEXION 


TOUGH  TARGET: 
YOUNG  GUYS 


MATRIX.  FUN  FLICK  SOW  ABOUT  TOY*  HAS?  HATE  TAD'S  LOGO?  BLAME  TEENS. 
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P&G 


Tremor  Chief  Ted  W.  Woehrle  and  Steve  J.  Knox,  VP 
of  business  development,  P&G  veterans  both,  sell 
advertisers  access  to  a  giant  network  of  sales  kids. 


product,  like  a  DVD  player.  To  register,  kids 
fill  out  a  questionnaire,  which  asks  them, 
among  other  things,  to  report  how  many 
friends,  family  members  and  acquaintances 
they  communicate  with  every  day. 
(Tremorites  have  an  average  170  names  on 
their  buddy  lists;  a  typical  teen  has  30.)  Only 
the  most  gregarious  prospects,  about  10% 
of  respondents,  are  invited  to  join  the  net- 
work, which  is  billed  as  a  way  for  kids  to  in- 
fluence companies  and  find  out  about  cool 
new  products  before  their  friends  do.  To 
help  keep  them  interested,  P&G  sends  them 
exclusive  music  mixes  and  other  trinkets, 
like  shampoo  and  cheap  watches.  The 
Valvoline  participants  just  get  a  few  car-care 
tips.  (Like  this:  For  a  lint-free  shine,  use  a 
cloth  i 

The  netv  ids  like  Glendan 

Lawler.afreshni.  'ey  who  says 

he  talks  to  everyone,  even  strangers  on  the 
bus.  He  has  been  tapped  for  DreamWorks 
and  Coke.  "My  friends  will  usually  agree 
with  me.  They  say,  That  sounds  good;  I'll 
look  into  it.'"  Nicholas  Smith,  another 
Berkeley  freshman,  got  introduced  to  the 


Toyota  Matrix  through 
Tremor.  "I'd  never  seen  a 
car  with  that  kind  of  sound 
system,"  he  says.  "I'd  defi- 
nitely consider  buying  one." 
Jared  McCullough  of  New- 
nan,  Ga.  acted  on  his  en- 
thusiasm. The  high  school 
senior  bought  a  Tombstone 
Pizza  and  passed  out 
Tremor  coupons  for  the 
frozen  Kraft  product 

Information  can  spread 
like  the  flu  in  small  towns. 
There  are  nine  Tremor  re- 
cruits in  Glendive,  Mont., 
and  these  aren't  necessarily 
the  coolest  kids  in  school. 
That's  one  reason  P&G  likes 
them.  Why?  The  hipsters 
who  are  the  first  to  try 
something  new  don't  want 
everyone  copying  them.  "A 
lot  of  companies,  including 
our  own,  chased  early 
adopters  for  a  long  time, 
frankly  with  mixed  busi- 
ness results,"  says  Steve  J. 
Knox,  Tremor's  vice  presi- 
dent of  business  development.  "They  adopt 
a  product  early  in  its  life  cycle,  but  that 
doesn't  mean  they  talk  about  it." 

What  makes  kids  want  to  discuss  com- 
pany products?  "It's  cool  to  know  about 
stuff  before  other  people,"  says  Staten  Is- 
lander Jones.  Last  May  CoverGirl  sent  a 
group  of  gals  a  booklet  of  makeup  tips  in  a 
tbin  round  tin  with  some  $1 -off  coupons. 
Nothing  fancy,  but  CoverGirl  wanted  to  see 
if  it  would  give  its  lipstick,  mascara  and 
foundation  a  boost  in  Hartford,  Conn., 
Jacksonville,  Fla.  and  Norfolk,  Va.  It  did. 
Claimed  purchases,  based  on  P&G  inter- 
views with  teens  before  and  after  the  pro- 
gram, rose  10%  among  teens  in  those  cities. 
"Teens  are  one  of  the  most  disempow- 
ered  groups  out  there,"  says  Tremor's  Knox. 
"They  are  filled  with  great  ideas,  but  they 
don't  think  anyone  listens  to  them." 

Coca-Cola  Co.,  for  one,  does.  In  a  re- 
cent campaign  to  boost  sagging  sales  of 
Vanilla  Cxi  i.e.  it  asked  Tremor  kids  for  ideas 
of  "smooth  and  intriguing"  messages  for 
cans  it  is  rolling  out  this  summer.  The  gim- 
mick: As  it  warms  in  a  drinker's  hand,  a 


heat-sensitive  can  might  display  such.sayi 
ings  as,  "You  are  what  you  ride"  and  "Fash- 
ion is  required.  Taste  is  acquired."  "That's  2 
great  thing  to  talk  about  tomorrow  at 
lunch,"  says  Andrew  Schrijver,  a  freshman1 
at  Poly  Prep  Country  Day  School  in  Brook* 
lyn,  N.Y.,  one  of  21,000  Tremor  members  m 
the  New  York  metropolitan  area. 

George  Silverman,  author  of  The  Secret: 
of  Word-of-Mouth  Marketing  and  an  Or-! 
angeburg,  N.Y.  consultant,  offers  a  caution? 
"It's  like  playing  with  fire:  It  can  be  a  posi-' 
five  force  when  harnessed  for  the  good,  but 
fires  are  very  destructive  when  they  are  oul 
of  control.  If  word-of- mouth  goes  againsti 
you,  you're  sunk."  Says  David  Godes,  a 
business  professor  at  Harvard:  "If  it  gets  toe 
pervasive,  there  could  be  a  consumer  back- 
lash. It  needs  to  stay  on  the  periphery." 

Another  risk:  Some  kids  may  like  tc 
talk,  but  not  to  push  products  on  their 
friends.  Laura  Skladzinski,  a  freshman  al 
NYU,  admits  she  keeps  goodies  and 
coupons  to  herself  when  she  likes  them  and 
passes  them  on  when  she's  not  crazy  about 
them.  Her  friend  Jill  Markowitz  conceded 
she  feels  awkward  hawking  products.  When 
she  handed  out  some  samples  of  Clairof 
Herbal  Essences  Shampoo  to  pals  last  yean 
"I  felt  a  little  weird." 

Tremor  executives  admit  they  need  tc 
learn  more  about  people  in  the  network 
There  have  been  mismatches  of  product 
and  pitchfolk.  In  May  2002  a  feminine  care 
"learner's  kit"  by  Tampax  went  out  tc 
Tremor  teen  girls  who  were  too  old  for  such 
hand-holding;  the  effort  fell  flat  Fifteen-yean 
old  Andrew  Schrijver  recendy  got  the  come- 
on  from  Valvoline — even  though  he  doesn't 
have  a  learner's  permit.  His  dad,  Robert,  is 
upset  that  Tremor  portrays  itself  as  a  forum 
for  opinion  sharing  when  it's  really  trying  tc 
hawk  products:  "If  they're  going  to  try  to  sd 
things  to  kids,  they  need  to  make  it  explici) 
that  this  is  a  selling  channel." 

P&G  can't  afford  to  alienate  parents.  Th< 
$43  billion  (fiscal  2003  sales)  packaged- 
goods  giant  is  starting  to  build  a  new  net- 
work of  equal  or  greater  size,  one  that  wil 
focus  on  moms — a  much  bigger  and  moix 
affluent  target  than  teens — who  will  b 
asked  to  help  flog  Tide,  Pampers  an 
Bounty  paper  towels,  among  other  brands 
Says  Stengel,  P&G's  marketing  chief:  "Th( 
possibilities  are  almost  limidess." 
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He's  relaxed.  He's  insured  by  Chubb. 


j.\ 


L-t.-aik.'*" 


:  CHUBB  COMMERCIAL  INSURANCE 


<  CHUBB  SPECIALTY  INSURANCE 


<  CHUBB  PERSONAL  INSURANCE 


Worth  magazine  called  Chubb  "then 
insurance....  Chubb's  best  feature"! 
paying  claims  that  other  companlSj 


CHUBB 

For  more  information,  consult  your  independent 
agent,  or  visit  us  at  www.chubb.com  and  click  on 
"Find  an  agent." 


Technology 


HARDWARE 


EVERY  BIG  COMPUTER  AND 
consumer  electronics  brand 
now  wants  to  sell  you  a 
device  for  broadcasting  your 
music,  movies  and  photos 
throughout  the  house. 
Stereo  makers  such  as 
Philips  and  Panasonic  are  putting  net- 
working connections  into  their  equip- 
ment. HP,  Dell  and  Gateway  are  offering 
PCs  designed  to  hook  into  a  home  net- 
work and  work  with  a  TV.  Linksys  sells  a 
home  media  adapter  to  take  MP3s  stored 
on  a  PC  and  play  them  on  a  stereo. 
Assuming  their  manuals  explain  clearly 
how  to  hook  all  this  stuff  up — and  that's 
a  long  shot — these  manufacturers  will 
inevitably  be  locked  in  a  thin-margin, 
deflationary  brawl. 

Merle  Gilmore,  the  chairman  of 
D&M  Holdings,  wants  nothing  to  do 
with  that.  His  play  on  convergence:  Aim 
at  the  top.  His  customers  are  the  kind 
who  buy  $85,000  pairs  of  speakers  with 
neodymium  magnets,  $12,900  turnta- 
bles that  hold  LPs  in  place  with  vacuum 
suction  and  $32,995  plasma  monitors 
that  measure  61  inches  diagonally  and 
are  5  inches  thick.  These  fine  people 


loyalty  to  vacuum  tubes  and  glowing 
blue  instrument  panels),  ReplayTV  hard 
disk  video  recorders,  Rio  portable  digital 
music  players  and  Escient  music  and 
video  servers. 

Gilmore  is  making  all  his  products 
network  ready,  allowing  a  $13,000 
Marantz  high-definition  video  projec- 
tor to  talk  to  a  $4,600  Mcintosh  stereo 
amplifier  and  allowing  both  to  fetch  in- 
formation and  music  from  the  Internet. 
He's  betting  that  brand  cachet  will  help 
him  avoid  gadgetry's  inevitable  com- 
moditization.  "We  want  to  be  the  lead- 
ing company  in  this  digital  entertain- 
ment opportunity,"  he  says. 

D&M  is  expected  to  generate 
$840  million  in  revenue  and  earn  $15 
million  for  the  year  that  ends  in  March. 
It  trades  publicly  on  the  Tokyo  Stock 
Exchange  and  is  51%  owned  by  Ripple- 
wood  Holdings,  the  big  Japan-centric 
private  equity  firm  that  recruited 
Gilmore  in  October  2001. 

Gilmore  had  a  respectable  30-year 
career  at  Motorola  but  departed  under 


Everyone  is  trying  to  sell  digital  convergence  to  homeowr  \ 


Sounds  Good 


want  networked  components,  too,  but 
they'll  get  there  by  picking  up  the  phone 
and  calling  their  custom  installer. 

Gilmore,  a  55-year-old  tech  executive 
formerly  in  charge  of  Motorola's  global 
cell  phone  business,  has  put  together — 
mostly  on  the  cheap) — a  stable  of  audio- 
video  brands  that  merge  the  worlds  of 
digital  convergence  and  audiophilia. 
D&M  consists  of  Denon,  Marantz  and 
Mcintosh  Laboratory  (famous  for  its 
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a  bit  of  a  cloud.  As  the  onetime  col- 
league of  Christopher  Galvin,  its  now- 
ousted  chief  executive,  Gilmore  ran  the 
paging  business  and  played  a  role  in  in- 
venting the  technology  behind  Nextel's 
push-to-talk  feature.  Then  he  led  the 
communications  unit,  which  made  up 
70%  of  the  cellular  giant's  sales.  But  the 
cell  phone  group  had  already  lost  irre- 
trievable market  share  to  Nokia  and, 
shortly  after  Gilmore  retired  abruptly 


in  October  2000,  his  cell  phone  group 
posted  a  surprise  loss  of  $197  million 
on  a  23%  drop  in  orders  from  the  pre- 
vious year.  Despite  the  embarrassment, 
Ripplewood  called  Gilmore  almost  im 
mediately  after  he  cleared  out  his 
Schaumburg,  111.  office.  The  fund 
didn't  care  about  his  phone  foibles;  it 
just  wanted  a  guy  who  could  sell  con- 
sumer electronics. 

Ripplewood  told  him  to  go  after  the 


quality,  the  Denon  server  uses 
a  new  standard  from  Media- 
bolic,  a  startup  in  which  D&M 
has  invested,  that  stores  and 
transmits  music  uncom- 
pressed. Eventually  all  D&M 
digital  components  will  have 
network  capability  like  Ether- 
net connections  or  wireless 
cards.  Once  the  copyright 
kinks  get  fixed,  customers  will 
also  be  able  to  burn  their  own 
DVDs  of  shows  and  movies. 
It's  easier  than  storing  music 
and  videos  on  a  PC,  says 
Pacor:  "Nobody's  going  to 
wait  for  their  TV  to  boot  up." 
For  now  all  the  effort  is 
aimed  at  a  tiny  market.  For- 
rester Research  estimates  that 
only  8  million  of  the  22  mil- 
lion U.S.  homes  with  broad- 
band Net  access  have  both- 
ered to  network  their  homes. 
While  access  to  the  Internet 
isn't  necessary  for  playing 
CDs,  Gilmore  and  his  com- 
petitors see  real  demand  com- 
ing when  consumers  will  be 
able  to  shuttle  media  into  and 
out  of  the  house  quickly  and 
easily  from  the  couch.  Already 


hat  about  mansion  owners?  That's  where  D&M  is  aiming.  By  Chana  R.  Schoenberger 


)me  media  networking  play,  without 
ending  much.  He  started  by  paying 
'2  million  for  a  stake  in  Nippon 
jlumbia,  Hitachi's  record  company, 
hich  included  Denon.  Ripplewood 
lit  Denon  off  and  merged  it  with 
arantz,  another  top  Japanese  brand,  so 
lat  the  combined  company  could  use 
tarantz's  ticker  on  the  Tokyo  exchange. 
hen  Gilmore  picked  up  Mcintosh  and 
dent,  maker  of  the  Fireball  music  and 
VD  server  and  owner  of  the  OpenGlobe 
VD  movie  database.  For  $18  million 
:>iece,  Gilmore  bought  Rio,  the  top 
aker  of  tiny,  sleek  MP3  players,  and 
eplayTV,  number  two  to  TiVo  in  digital 
deo  recorders,  from  bankrupt  Sonic- 
lue.  To  date,  Ripplewood  has  spent 
Z75  million  assembling  D&M. 
In  January  Gilmore  I  on  a 


number  two,  Victor  Pacor,  the  former 
head  of  consumer  electronics  marketing 
for  Sony  America,  to  be  president  of 
D&M.  Their  first  big  product  launch  is  a 
new  Denon  server,  which  holds  every 
last  piece  of  D&M's  technology.  Set  to 
debut  this  year  at  about  $5,000,  the 
server  will  store  1,000  CDs'  worth  of 
music  on  two  128-gigabyte  hard  drives 
(one  of  which  is  removable),  with  the 
option  of  adding  additional  hard  drive 
memory.  It  has  a  video  recorder  that 
D&M's  engineers  spent  a  full  year  work- 
ing on  before  they  bought  Replay.  Unlike 
TiVo  or  Replay,  which  require  a  set-top 
box  for  every  TV,  the  Denon  server  will 
send  DVD-quality  video  to  four  TVs  at  6 
to  9  megabits  per  second.  And  rather 
than  forcing  you  to  compress  music 
from  a  CD,  an  act  that  lowers  the  sound 


nine  out  of  ten  customers  who  hire 
installation  services  from  Kass  Electron- 
ics in  Carol  Stream,  111.  want  a  home  net- 
work, and  half  buy  a  media  server  to 
store  their  music,  says  George  Dubiel, 
Kass'  president.  One  top  seller  is  D&M's 
Escient  Fireball  server,  which  costs 
$2,000  and  displays  a  song's  name,  title 
and  CD  cover  art  on  any  TV  in  the  house 
as  it  plays,  downloading  the  information 
off  the  Internet.  Custom  audio  installers 
aren't  entirely  on  board.  Timothy  Shetz 
of  Alameda,  Calif.-based  Kashyk 
Designs,  who  installs  $500,000  home 
theaters  for  San  Francisco's  rich,  likes 
the  Mcintosh  and  Denon  brand  but  says 
$2,000  media  servers  are  a  hard  sell 
when  a  300-CD  changer  goes  for  a  few 
hundred  dollars.  Even  the  rich  some- 
times look  at  price  tags.  F 
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Linux  TV 

The  world's  top  electronics 
makers  are  rallying  around 
an  operating  system— and 
it's  not  Windows. 

BY  BENJAMIN  FULFORD 

IrS GETTING  HARDER  TO  TELL  THE  De- 
ference between  the  hardware  in  the  liv- 
ing room  and  the  ^\cn.  I  )evices  (or  play- 
ing music  and  movies  and  lor  storing  and 
displaying  photos  are  beginning  to  resem- 
ble personal  computers,  and  vice  versa. 
Ibis  SO-called   convergence  just   took 
another  giant  leap  in  the  fall  at  two  Asian 
trade  shows — one  lor  the  PC 
industry,  in    Taiwan,  and  the 
other  for  consumer  electronics 
makers,  in  |apan. 

Both  shows  promoted 
proud  little  boxes  with  big  hard 
drives  and  fast  microproces- 
sors. They  can  store  and  play 
back  hundreds  of  hours  of 
video,  make  I  >VI  >s,  archive  digi- 
tal photographs,  play  music, 
e-mail,  access  the  Internet  and 
more.  All  this  can  be  done 
using  a  remote  control  and,  the 
makers  claim,  without  having 
to  read  the  manual.  These 
boxes  are  ushering  in  the  day 
when  PC  shoppers  may  figure 
they  no  longer  need  a  PC  The  screen  in 
the  living  room  will  suffice. 

That's  opening  a  rift  in  the  software 
business  among  purveyors  of  operating 
systems  to  run  the  multimedia  home. 
Right  now  things  are  not  looking  good 
for  Microsoft.  The  boxes  at  the  show  in 
Taiwan,  the  world's  PC  manufacturing 
hub  and  a  land  loyal  to  Bill  Gates,  run  on 
Microsoft  Media  (enter  software  and 
Intel  microprocessors.  They  cost  around 
$1,000,  in  put  because  of  the  high  costs 
of  the  opera! ing  system  and  the  proOSS 
SOt  Most  are  made  by  small  firms  that 
have  yet  to  sell  significant  quantities. 

In  lap. m  the  boxes,  called  hard-disk 
recorders,  are  made  by  Sony,  Matsushita, 


Toshiba  and  others..  They  use  specialized 
chips  running  either  the  open-source 
Linux  operating  system  or  proprietary 
systems.  They  cost  between  $400  and 
$800,  and  Japanese  firms  sold  1.4  million 
of  them  last  year,  with  5  million  more 
expected  to  sell  in  2004.  Almost  none  run 
on  Windows. 

All  the  electronics  giants — including 
Samsung,  Sony,  Matsushita  and  Philips — 
have  united  behind  Linux  and  plan  to 
phase  out  their  proprietary  systems.  The 
Taiwanese  PC  manufacturers  have  been 
hedging  their  bets  by  combining  Linux 
and  Windows  in  many  of  their  new  enter- 
tainment PCs.  Even  Microsoft  gave 
ground,  agreeing  in  September  to  develop 
software  to  run  on  the  Tron  operating 
system  favored  by  many  Japanese  elec- 


PSX  DVD  recorder:  makes  PCs  look  very  last  century. 

tronics  firms  and  car  companies. 

To  Matsushita  (sec  story,  p.  54)  and 
Sony,  and  to  many  PC  makers,  Windows 
and  Intel  technologies  are  not  fundamen- 
tally suited  to  the  audiovisual  life,  which 
c  ustomers  expect  to  be  as  easy  as  pushing 
a  button  to  start  the  music,  as  opposed  to 
waiting  90  seconds  to  boot  up.  Mitac 
International,  a  large  Taiwan-based  PC 
manufacturer,  uses  Linux  to  run  a  big 
chunk  of  its  new  audiovisual  Pi ',.  "You  can 
get  high  quality  video  and  audio  in  sec- 
onds. We  short-circuit  the  boot  process 
using  Linux,"  says  President  William  Ho. 

Also,  it's  cheaper  to  use  alternative 
chips  and  Linux,  an  operating  system 
developed  lor  free  by  a  loose  global  con- 


federation of  programmers.  "As  the  price 
of  a  PC  falls,  the  portion  of  the  cost  thai 
goes  to  Wintel  is  rising,"  says  James  G 
Chen,  a  vice  president  for  Acer,  anothei 
big  PC  maker.  "It  costs  $65  for  Window* 
and  $2  for  Linux,"  he  adds. 

Over  time  all  sorts  of  consumer  prod 
ucts  will  connect  to  one  another  and  the1 
Internet  using  Linux,  says  Kunio  Naka- 
mura,  president  of  Matsushita,  th«| 
world's  largest  consumer  electronics 
company.  "We  will  be  able  to  use  mobile 
phones  to  control  the  TV  set,"  he  predicts. 
Linux  does  require  more  sharing  of 
trade  secrets.  Recently  Toshiba  came  outj 
with  a  Linux-based  portable  music  player 
and  was  asked  by  Taiwanese  and  Chinese 
would-be  clonemakers  to  reveal  the  code 
used.  "Since  Linux  is  open,  we  will  reveal 
the  code  to  anybody  who  asks," 
says  Toshiba  spokesperson 
Midori  Suzuki.  Toshiba  will  dif- 
ferentiate its  product  with  supe- 
rior hardware,  she  says. 

Microsoft      has      moved 
quickly  to  address  its  critics.  "I 
am  not  saying  you  want  to  be 
clicking    around    with    your 
mouse  when  you  are  watching 
your  TV;  people  want  a  remote 
control.  We  have  been  looking  at 
this  very  closely,"  says  Jonathan 
Usher,  director  of  digital  media 
for    the   software   giant's   TV 
group.  Microsoft  has  been  work- 
ing on  instant-on  capabilities 
and  subsets  of  its  operating  sys- 
tem small  enough  to  run  simpler  con- 
sumer electronics  devices.  Yet  the  firm  is 
insistent  on  the  primacy  of  PCs.  "The  Win- 
dows PC  has  emerged  as  a  fantastic  place 
to  discover,  download  and  manage  all 
sorts  of  media.  For  many,  the  PC  is  already 
an  entertainment  device,"  he  says. 

The  most  likely  outcome  will  be 
devices  running  more  than  one  system. 
"We  will  probably  end  up  having  open- 
source  above  a  certain  layer  of  the  soft- 
ware and  then  use  our  own  tricks  and 
black-box  hardware  underneath,"  says 
Susumu  Koike,  head  oi  research  for  Mat- 
sushita. He  adds:  "We  are  not  concerned 
about  Microsoft."  But  Microsoft  had  bet- 
ter be  concerned  about  Matsushita.        F 
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Wly  father  had  never  played  Pebble  Beach. 

Sure,  he  talked  about  it.  But  lie  never  actually  did  it.  Why?  I'm  not  sure.     SomeClCllJ,  Wrien    I  play  1  eoole... 

hea   say  In  me.   I  /c  might   hare  even  repeated  thai  phrase  in  his  sleep,   nut   suddenly,   without   warning,  his     when 

turned   into    an    ";/."      SomCClUl).    If      I    pUllj    I  CDDie...        \\?    The    mare    I    thought    ahoui    it.    the    more 

i  knew  i  couldn't  live  with  t  I  wo  weeks  later  we  were  standing  on 
the  first  tee  of  Pebble  Beaen  Cjolf  Links. 


PEBBLE   BEACH 

RESORTS 

|Th  e    Lodge    at    Pebble    Beach,    The    Inn    at    Spanish    Bay,     Casa     Pai.mf.ro,    The    Spa    at    Pebble    Beach 
Pebble    Beach    Gol'     Links,     Spyglass     Hill    Golf    Course    and    The    Links    at    Spanish     Bay 
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Technology  |  Digital  Tools 

by  Stephen  Manes 


New  Twist  for  the  Wrist 


Now  playing  on 

your  watch:  your 

calendar,  instant 

messages  and  the 

cable-news  crawl. 


WHEN  IT  COMES  TO  WRISTWATCHES,  BILL  GATES 
takes  a  licking  and  keeps  on  ticking.  Back  in  1994 
Microsoft  introduced  the  Timex  Data  Link 
watch,  which  downloaded  smidgens  of  data 
when  you  held  it  up  to  a  CRT  monitor  connected 
to  a  Windows-based  computer.  Several  geeks  swooned. 

At  the  2003  Consumer  Electronics  Show,  Gates  announced 
Microsoft's  Smart  Personal  Objects  Technology  (SPOT),  which 
lets  devices  receive  broadcast  data  and  personal  messages  over 
the  air.  Watches  using  this  technology  have  finally  arrived,  but 
you  probably  won't  want  to  see  SPOT  run. 

Fossil's  four  designs  sell  for  $129  to  $199;  Suunto's  model 
costs  $299.  Since  they  include 
nearly  identical  software,  the 
major  differences  are  cosmetic. 
Though  the  Suunto  can  work 
underwater,  it  has  an  inferior 
backlight. 

But  to  do  much  more  than  tell 
time  and  serve  as  a  fancy  stop- 
watch, these  devices  require  a  $59 
annual  subscription  to  the 
MSN  Direct  information 
service — which  works  over 
FM  radio,  as  Seiko's  now- 
defunct  Message  Watches 
did  back  in  1990.  Seiko's 
one-way  data  service  in- 
cluded just  a  few  markets; 
Microsoft's  covers  the  top 
100  in  North  America. 

You  register  and  cus- 
tomize your  watch's  data 
feeds  at  a  special  Microsoft 
Web  site.  Then,  provided 
you're  in  a  decent  recep- 
tion area,  you  get  "chan- 
nels" of  news,  delayed 
stock  quotes,  weather  and 
atomically  calibrated  time 
in  a  variety  of  watch  faces.  A  variant  called  "glance"  automatically 
cycles  through  the  info  in  no  particular  order.  More  channels, 
including  sports  scores,  are  promised. 

But  Microsoft's  news  service  robotically  grabs  just  the  head- 
lines and  lead  sentences  of  stories,  loo  often  you  get  items  like  this 
one  (copied  in  its  entirety):  "'Crocodile  Hunter' 
flees  media  frenzy.  The  'Crocodile  Hunter'  has  be- 

94     i    o  k  ii  B  s  ■  Pebruary  2. 2004 


come  the  hunted."  Many  stories 
fail  to  mention  their  venue  or 
name  their  principal  players.  At 
least  the  Web  site  can  link  you  to 
the  full  articles. 

A  small  PC  software  down- 
load plugs  into  Outlook  to 
deliver  eight  days  of  calendar 
entries  (but  not  contacts  or 
mail)  to  your  watch  automati- 
cally, though  not  always  quickly. 
But  there's  no  way  to  enter 
changes  directly  from  the  watch  while  you're  on  the  road. 

The  watch  can  receive  messages  from  Microsoft's  MSN  Mes- 
senger service — but  cannot  answer  them.  On  a  PC  the  Messen- 
ger software  shows  the  watch  owner  as  "Not  Online";  click 
"Send  an  Instant  Message"  and  Messenger  will  refuse.  But  go 
figure:  Click  the  address  and  up  pops  a  box  explaining  that  your 
message  will  go  to  the  user's  watch.  In  my  tests,  messages  took  a 
not-so-instant  two  to  ten  minutes  to  arrive — and  not  always  in 
the  order  they  were  sent.  To  get  messages  and  appointments 
when  you  travel,  you  have  to  tell  the  Web  site  where 
and  when  you're  going. 

Since  this  is  an  FM  receiver,  it  should  be  turned  off 
in  flight.  But  that  setting  is  hidden  behind  an  option 
buried  in  the  "Time"  menu.  It's  just  one  example  of  a 
needlessly  confusing,  inconsistent  interface. 

What  truly  dooms  these  watches  is  a  power  prob- 
lem: rechargeable,  nonremovable  batteries  that  can 
poop  out  in  as  little  as  two  days.  "Universal"  chargers 
won't  work;  the  Fossils  come  with  a  clunky  charging 
stand,  the  Suunto  with  a  special  cable  that  can  draw 
power  from  a  computer's  USB  port  or  AC.  Forget  the  of- 
ficial charger  on  even  a  short  trip  and  your  watch  will 
eventually  go  dead  and  miss  messages  meant  for  it. 

The  Fossils'  surprisingly  vigorous  sound  can  be 
limited  to  alerts  for  appointments  and  such,  or 
turned  off  entirely.  The  Suunto  has  no  volume  con- 
trol and  beeps  softly  whenever  you  receive  a  message 
or  "breaking  news."  Charging  it  where  you  sleep  is 
probably  a  bad  idea. 

For  a  time  Seiko  called  its  watches  "Receptors."  Microsoft 
might  call  these  "Distractors."  With  their  high-maintenance 
batteries  and  inconsistent  flow  of  undifferentiated  data,  they'll 
waste  more  users'  time  than  even  the  stopwatch  can  track.      F 
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Entrepreneurs 


THE  DOUBLE-BARRELED  SHOTGUN  IN  THE  MUDROOM  OF 
Carl  J.  Schramm's  home  is  clumsy  symbolism.  The  Je- 
suit-educated chief  executive  of  the  Ewing  Marion 
Kauffman  Foundation  is  a  terrible  shot.  Still,  the  past 
four  months  have  been  open  season  on  this  57-year-old 
former  economics  professor,  who  has  rocked  this  charitable  group 
(assets:  $1.7  billion)  devoted  to  helping  entrepreneurs. 

Driven  and  bookish,  Schramm  was  hired  a  year  and  a  half  ago 
to  fix  an  aimless  and  bloated  organization.  And  so  he  has,  turning 
it  into  a  lean,  enterprising  and  businesslike  body.  In  the  process  he 
has  alienated  many  board  members  and  former  executives,  who 
tried  to  get  him  fired  last  September.  When  the  putsch  failed,  they 
took  their  fight  to  the  Kansas  City  Star.  Within  three  days  the  paper 
published  a  scathing  editorial,  calling  on  the  board  to  protect  the 
legacy  of  the  late  founder,  pharmaceutical  mogul  Ewing  Kauff- 
man, and  on  Missouri  Attorney  General  Jay  Nixon  to  "step  in  for 
an  independent  review  of  the  foundation."  (Nixon,  who  is  running 


time  consultant  to  the  Kauffman  board.  From  time  to  time  the 
foundation  issued  studies  on  such  ground-busting  topics  as  teens 
becoming  future  entrepreneurs  or  on  debunking  the  myth  that 
"women  don't  want  to  own  high-growth  businesses." 

Would  Ewing  Kauffman  have  approved?  His  mantra  was  hard 
work  and  self-sufficiency.  A  high  school  dropout  and  the  only  son 
of  a  Missouri  farmer,  Kauffman  used  $90,000  in  poker  winnings 
to  start  a  business  making  bone-regenerating  potions,  grinding 
oyster  shells  by  hand  in  his  basement.  Thus  was  born  Marion  Lab- 
oratories, a  pharmaceutical  outfit  that  eventually  became  a  part  of 
Aventis.  In  1966  he  set  up  the  Ewing  Marion  Kauffman  Founda- 
tion to  help  poor  kids  go  to  college  and  to  teach  thousands  of 
teenagers  and  adults  how  to  start  and  run  a  business.  He  died  in 
1993,  leaving  the  foundation  $900  million. 

The  foundation  hardly  knew  what  to  do  with  all  that  dough. 
Federal  law  requires  it  to  shell  out  5%  of  assets  every  year  to  keep 
its  tax-exempt  status.  "It  became  clear  that  we  couldn't  spend  all 


Boardroom  Brawl 

CARL  SCHRAMM  took  over  the  Ewing  Marion  Kauffman  Foundation  and  shook 
it  into  an  entrepreneurial  business.  Not  everyone  is  happy 


for  reelection  this  year,  put  two  men  from  his  five-member  char- 
ities bureau  on  the  case,  aided  by  700  pages  of  internal  foundation 
documents,  courtesy  of  the  coup-plotters.)  "We  were  looking  for 
someone  who'd  carry  out  Mr.  K.'s  wishes,"  says  James  McGraw, 
Ewing  Kauffman's  business  associate  and  former  chairman  of  the 
foundation  board,  who  voted  against  hiring  Schramm,  "and  not 
turn  the  foundation  into  his  own  ego  playground." 

Strong  words  for  a  guy  who,  with  his  allies,  presided  over  an 
organization  that  had  one  of  the  highest  overheads  of  any  big 
foundation — 27  cents  of  every  dollar.  Kauffman  trustees  built  a 
new  $30  million  headquarters  and  conference  center,  with  Plexi- 
glas  prisms  suspended  under  skylights  and  stairs  and  floors  tiled 
with  Canadian  shale;  even  the  lowest-paid  of  the  180  employees  sat 
on  an  Aeron  chair  in  a  cubicle  made  of  maple.  The  dozen  direc- 
tors, each  pulling  down  an  average  $20,000,  were  backed  up  by 
two  paid  advisory  boards.  When  money  was  put  to  its  intended 
purpose,  helping  people  become  entrepreneurs,  it  went  into  edu- 
cation programs  at  grade  schools  and  high  schools  that  often  du- 
plicated existing  curricula.  The  foun  lation  gave  William  Walstad, 
an  economics  professor  at  the  Univei:  \  ol  Nebraska,  $600,000  to 
coauthor  two  slim  volumes  on  starting  a  business.  It  paid 
$1.2  million  over  seven  years  to  Jeffry  Timmons,  who  teaches  at 
Babson  College  and  worked  about  one  month  a  year  as  a  part- 
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the  money  running  our  own  programs  and  had  to  become  a 
grant-making  foundation,"  says  Siobhan  Nicolau,  a  trustee  who 
advised  Kauffman  on  setting  up  his  charity.  The  place,  says  Nico- 
lau, grew  to  have  "too  many  people  and  not  enough  direction." 

In  walked  Schramm,  who  was  then  running  Baltimore-based 
Greenspring  Advisors,  a  health  care  investment  bank  and  consul- 
tancy. He  brought  with  him  a  doctorate  in  economics  from  the 
University  of  Wisconsin,  a  law  degree  from  Georgetown — and  an 
agenda:  pushing  what  he  calls  "entrepreneurial  philanthropy." 
Rich  private  foundations  with  fat  endowments,  he  thinks,  are  im- 
mune to  market  pressures  and  easily  degenerate.  "The  sense  of 
life  and  death  doesn't  exist  in  the  foundation  world,"  he  says. 

So  he  put  a  little  real-life  fear  into  the  place,  dismantling 
Kauffman  from  the  top.  Soon  after  starting,  in  April  2002,  he 
bulldozed  the  two  advisory  boards  and  announced  a  $9.5  million 
voluntary  buyout  package  to  employees,  offering  as  much  as  18 
months  in  severance  pay.  Half  the  staff  left,  freeing  $5  million  a 
year  in  payroll  money  for  grants.  Phased  in  over  two  years,  the  cut 
will  lower  overhead  to  17%  of  total  expenses  by  2005.  Schramm 
began  signing  off  on  every  grant.  "It  was  the  best  way  to  under- 
stand where  the  money  was  going  and  who  had  the  authority  to 
make  decisions,"  he  explains. 

Helping  him  make  new  decisions  are  Daniel  Kingston,  chief  in- 
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vestment  officer,  who  used  to  manage  Stan- 
ford's portfolio,  and  his  head  of  research, 
Robert  Litan,  a  current  fellow  at  the  Brook- 
ings Institution  who  holds  a  doctorate  in 
economics  and  a  law  degree  from  Yale. 
Their  common  goal  is  to  focus  more  re- 
sources on  fewer  projects.  Among  their 
concerns:  studying  how  to  take  ideas  out 
of  the  lab — particularly  in  biotechnol- 
ogy— and  build  companies  around  them. 
Schramm  has  been  particularly  con- 
cerned about  the  blind  spot  venture  capi- 
talists h.we  for  the  smallest  startups.  "If  you 
need  $1 00,000,  you  can't  get  an  audience," 
he  explains.  Angel  investors  are  one  answer; 
they  sank  $16  billion  last  year  into  young 
ventures.  But  since  80%  of  new  businesses 
fail,  many  potential  angels  just  sit  on  their 
cash.  So  Kauffman  has  sponsored  the  Angel 
Capital  Alliance,  an  umbrella  for  46  groups 
in  the  U.S.  and  Canada,  backed  by  $500,000 
from  the  foundation.  The  goal  is  to  drive 
into  the  open  "the  secret  code  among  angel 
investors  who  fill  the  pre-venture-capital 
niche,"  helping  entrepreneurs  understand 
what  makes  people  want  to  back  them. 


"Seasoned  investors  have  their  rules,"  says 
Schramm.  "They  never  invest  in  a  hus- 
band-and-wife  business."  Why?  "They  un- 
derstand that  husbands  and  wives  fight." 
(Schramm  offers  one  happy  husband- 
and-wife  team  with  a  success  story:  Richard  • 
and  Pamela  Rhodes  of  Seattle,  whose  dec- 

"We  got  a  revolution 
WE  DIDN'T  NEED. 

This  story  isn't 
over  yet." 

orative  stone  carving  business  received 
$3.6  million  from  a  pair  of  angel  investors.) 
One  of  the  largest  grants — $25  mil- 
lion— has  been  for  a  program  called  Kauff- 
man Campuses.  Its  aim  is  to  bring  entre- 
preneurs who  start  out  as  academic 
engineers  or  physicians  together  with  pro- 
fessors who  teach  in  business  schools.  Last 
fall  Schramm  solicited  proposals  from  30 
universities  about  how  they  would  incor- 


porate entrepreneurship  into  campus  life. 
In  December  eight  winners  received  about 
$3  million  each — but  with  a  catch.  Like 
public  libraries  that  once  looked  for  a 
handout  from  Andrew  Carnegie,  Kauff-  j 
man's  schools  must  find  matching  funds 
before  Kauffman  cuts  them  a  check. 

Such  programs  have  won  Schramm 
no  support  among  the  old  guard.  But  so 
far  the  state  A.G.  probe  has  turned  up  no 
smoking  guns.  Charges  of  a  conflict  of  in- 
terest— that  he  promised  a  consulting  jobj 
to  a  trustee  who  cast  the  deciding  vote  in? 
his  favor — are  "fabricated,"  Schramm! 
says.  For  now  the  dissidents  are  reduced 
to  grumbling  about  the  fact  that  the  chief 
still  lives  in  Baltimore,  1,070  miles  from 
the  foundation's  headquarters  in  Kansas 
City  (where  68%  of  its  budget  is  spent). 
That,  and  complaints  like  those  from  Bob 
B.  Rogers,  former  Kauffman  chairman 
who  used  to  draw  a  $400,000  paycheck. 
(Schramm  makes  $375,000  a  year.)  "He 
uses  big  words  a  lot,"  Rogers  says.  "We  goi 
a  revolution  we  didn't  need.  This  story 
isn't  over  yet."  F 
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2004  Mutual  Fund  Survey 


Is  Your 

Fund  Manager 
Any  Good? 

The  ad  may  tout  the  MONEY  MANAGER  as  a  miracle 
worker  with  fabulous  returns.  But  was  that  over  a  short 
or  long  time  period?  How  feverish  is  the  turnover? 
How  heavy  the  drag  of  expenses? 


BY  MICHAEL  MAIELLO 

S  THE  STENCH  OF  THE  MUTUAL  FUND  SCANDAL 
lingers  over  the  land,  anxious  investors  ask 
where  they  can  find  good,  clean  funds.  The 
answer  is  to  look  for  good,  clean  managers. 
Like  other  mortals,  managers  range  from  saints 
to  sinners.  Some  are  seasoned  pros  with  superb 
.instincts  and  analytical  skills  who  want  to  do 
their  best  for  investors.  Others  are  content  to  do  little  more  than 
rake  in  lush  fee  income. 

Questions  to  ask  when  vetting  managers:  Are  they  frugal? 
High  expenses  ear  away  at  returns.  How  have  they  performed 
over  the  long  term  in  their  current  funds — and  in  previous 
funds?  There  are  a  lot  of  funds  out  there,  so  you  don't  have  to 
put  your  money  with  a  neophyte.  Do  they  maintain  a  consistent 
investment  style  you  can  count  on?  You  shouldn't  buy  a  self- 
labeled  value  fund  that's  really  into  go-go  Net  stocks.  Do  they 
buy  and  sell  shares  at  a  di i  e?  High  turnover  means  hid- 

den costs  in  the  form  of  commissions,  bid/ask  spreads  and,  out- 
side a  retirement  account,  capital  gains ' 

Our  Mutual  Fund  Gui<  unique  advice  in  answering 

these  questions.  The  Forbes  i  10)  is  a  roster  of 

the  cheapest  funds  with  g<  urns.  In  our  Sep- 

tember fund  guide,  we  also  Conor  Roll,  ten  superior 

funds  with  a  history  of  steady  resu  turns. 

On  top  of  that  there  are  the  li  ids  in 

our  ongoing  survey,  showing  performan  lown 

markets.  This  issue  we  rate  1,000  funds  oader 


survey,  of  2,507  funds,  is  at  forbes.com/fundsurvey 

Here's  what  to  look  for: 
LOW  EXPENSES 

Since  before  Eliot  Spitzer  was  born,  we  have  been  preaching! 
about  the  evils  of  high  fees.  The  message  has  hit  home  among 
some  comparison  shoppers,  notably  including  those  who  invest 
through  the  Vanguard  Group.  But  there  are  still  millions  of  func 
buyers  who  seem  oblivious  to  what  they  are  paying.  The  Securi- 
ties &  Exchange  Commission  is  mulling  a  rule  to  hit  them  ovei 
the  head  with  monthly  statements  that  show  costs  in  dollar!' 
rather  than  just  percentages.  Until  then,  watch  those  percentages 

The  average  domestic  equity  fund  charges  1.5%  a  year,  o: 
$1.50  for  every  $100  invested.  Our  advice:  Find  U.S  equity  fund 
that  charge  1%  or  less.  At  an  international  fund  1.5%  is  tolera 
ble.  In  a  high-grade  bond  fund  stop  at  0.6%.  The  lower,  the  bet 
ter.  Only  if  a  fund's  potential  is  extraordinary  should  you  thin! 
about  going  above  these  levels.  Even  if  you  pay  Mercedes  prices 
you  aren't  necessarily  getting  a  Mercedes-quality  fund  managei 

Index  funds,  especially  those  offered  by  Vanguard,  are 
vehicle  of  choice  for  cheapskate  investors.  George  Sauter's  Van 
guard  500  Index  charges  just  0.18%.  Over  the  past  decade  Van 
guard's  flagship  fund  has  beaten  73%  of  equity  funds  available 
But  investors  shopping  for  index-clobbering  managers  amon 
the  lucky  27%  can  find  a  few  that  keep  prices  down. 

Vanguard's  a  good  place  to  start  there  as  well.  One  manage 
Vanguard  fund,  Vanguard  Primecap,  charges  a  mere  0.49%, 
third  of  the  industry  average.  Vanguard  Primecap  is  managed  b 
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a  subadvisory  firm  that  doles  out  a  portion  of  its  $2 1  billion  in 
assets  to  each  of  five  comanagers.  This  bunch,  led  by  veteran 
Howard  Schow  (who  has  been  there  since  1984)  looks  for  fast- 
growing  companies  in  beaten-down  industries.  The  result  is  a 
unique  119-stock  portfolio  currently  topped  by  FedEx  and 
Adobe  Systems.  The  fund's  average  forward  price/earnings  ratio 
is  21,  compared  with  18  for  the  S&P  500.  Something's  working. 
Primecap's  ten-year  annual  return  is  15%,  handily  outdistancing 
theS&P500's  11%. 

What  to  beware  of?  Creatures  like  the  six-year-old  Granum 
Value  Fund,  managed  by  Lewis  Eisenberg  and  Walter  Harrison, 
which  in  2003  charged  investors  a  huge  3.3%.  Its  three-year 
return,  after  fees,  is  just  4%,  meaning  investors  have  given  up 
almost  half  the  raw  appreciation  that  Granum's  managers  deliv- 
ered. A  spokesman  says  theirs  is  a  "superior  fund"  whose  fees 
rise  and  fall  with  performance.  Yet  during  last  year's  bull  market 
the  Granum  fund  trailed  the  S&P  with  a  meager  21%  return. 
That  underperformance  means  fees  will  shrink  to  a  mere  2.3%. 

Another  expense  offender  is  the  Munder  NetNet  fund.  It 
charges  a  princely  3%  in  order  to  pick  Internet  stocks.  Alas,  the 
deluxe  prices  aren't  buying  much.  While  Munder's  stock  pickers 
turned  in  a  sizzling  68%  gain  in  2003,  they  still  managed  to  lose 
an  annualized  10%  over  the  last  five  years.  For  investors  the 
unkindest  cut  of  all  is  the  5.5%  upfront  load  Munder  levies  for 
the  privilege  of  getting  in  on  this  turkey.  Munder's  National 
Accounts  Director  Maureen  Bromwell  blames  the  high  expense 
ratio  on  the  collapse  of  the  Nasdaq,  which  cost  the  fund  assets 
while  leaving  fixed  recordkeeping  costs  in  place.  Expenses 
should  drop,  she  says,  if  the  $980  million  fund  gains  assets. 
PAST  PERFORMANCE 

Take  it  with  a  grain  of  salt.  You've  heard  that  past  perfor- 
mance is  no  guarantee  of  future  returns.  That  is  especially  true 
over  a  short-term  measuring  period.  In  a  market-rally  year  such 
as  2003,  it  would  take  a  particularly  slow  chimpanzee  to  do 
poorly.  So  if  you  read  an  ad  dwelling  only  on  last  year's  returns, 
turn  the  page. 

What  you  want  are  managers  with  a  successful  decade  at  the 
helm  of  a  fund  (or  maybe  two  funds  in  a  row  over  ten  years — 
managers  hop  around,  especially  at  houses  like  Fidelity).  A  good 
place  to  start  is  our  fund  ratings,  which  stretch  back  to  1994  and 
encompass  three  market  cycles.  Interestingly,  those  winning 
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Only  buys  stocks  at  a  40%  discount 


annualized  return  has  beaten  the  S&P  500  by  four  percentage  points. 
Even  in  2003,  when  speculative  stocks  fueled  the  rally,  this  value 
fund  managed  a  market-beating  35%  return  on  the  back  of  con- 
trarian picks  like  Walt  Disney  and  Hughes  Electronics. 

Hawkins  only  buys  a  stock  priced  at  40%  below  what  he 
deems  is  its  intrinsic  value,  giving  him  what  finance  guru  Ben- 
jamin Graham  called  "a  margin  of  safety"  that  will  shield  him 
from  losses  if  he  is  wrong.  Last  year  he  loaded  up  on  such  out-i 
of-favor  names  as  Waste  Management  and  Hilton. 

Another  performance-related  clue:  whether  the  managers* 
eat  their  own  cooking.  That  is,  do  they  own  shares  in  the  fund 
they  manage,  thus  aligning  their  interests  more  closely  with 
those  of  investors?  Hawkins  and  his  fellow  money  runners  sure 
do.  Their  fund's  management  company  requires  its  employees1 
to  keep  all  of  their  investments  in  Longleaf  funds.  While  the  SEC  i 
doesn't  mandate  such  disclosure,  you  can  get  a  hint  of  funds 
with  high  management  ownership  by  checking  the  "statement 
of  additional  information"  on  the  fund's  prospectus;  this  must' 
show  who  has  at  least  5%  of  the  fund. 

More  generally,  how  can  you  know  about  a  manager's  back-i 
ground?  Morningstar.com,  the  Web  site  of  the  fund  tracker, 
shows  when  a  manager  began  at  a  fund.  Also  read  the  man 
ager  bio  in  the  fund's  prospectus.  Then  look  year  by  year  al 
returns,  not  just  at  cumulative  numbers,  which  can  obscure 
many  sins. 

Example  of  cumulative-number  obfuscation:  the  sterling 
five-year  showing  of  Jon  C.  Baker  and  David  R.  Wilmerding'i 
Nevis  Fund,  a  dazzling  annual  8.7%,  9.7  points  ahead  of  the  S&l 
500.  But  much  of  that  owes  to  the  287%  return  it  reaped  in  1999 
Too  bad  the  bulk  of  the  great  1999  performance  resulted  fron 
hot  initial  public  offerings.  Take  the  new  issues  out  and  it  had ; 
41%  return  for  the  year.  The  SEC  has  charged  the  fund  wit! 
deceiving  investors  by  failing  to  disclose  the  heavy  reliance  or 
bubble-era  new  issues,  a  phenomenon  that  won't  repeat  itsel 
soon.  The  fund  won't  comment,  saying  it  is  in  settlement  talk 
with  regulators. 

James  Lowell,  editor  of  the  Fidelity  Investor  newsletter,  com 
plains  that  when  managers  move  from  one  fund  to  another  the 
tend  to  leave  their  track  records  behind.  "Manager  history  is  les 
portable  than  health  insurance,"  he  quips.  When  Robert  Bertel 
son  took  over  Fidelity  Aggressive  Growth  in  February  200C 
Lowell  warned  his  readers  that  the  manager  had  trailed  his  Nas 
daq  benchmark  as  head  of  Fidelity  OTC.  A  prescient  call:  Bertel 
son  was  out  at  Aggressive  Growth  by  November  2002  after  los 
ing  83%.  Fidelity  says  beating  the  Nasdaq  was  hard  for  anyon 
but  a  pure  Internet  player  in  the  late  1990s  and  that  he  was  we 
qualified  to  manage  Aggressive  Growth.  (He  still  works  as 
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ar  ratings:  a  no-man's-land  between  luck  and  skill. 


nmanager  for  Fidelity  Asset  Manager:  Income.) 
TYLE  CONSISTENCY 

There's  a  lot  to  be  said  for  sticking  to  one's  knitting.  A  man- 
ner who  does  is  not  prone  to  following  fads  and  thereby  piling 
lto  a  business  sector  or  a  type  of  stock  (growth  or  value)  when 
's  near  a  peak. 

If  consistency  suits  you,  try  Wallace  Weitz,  whose  flagship, 
.eitz  Value,  hews  to  the  value  philosophy  with  a  vengeance.  Last 
•ar  he  shrugged  off  the  tech  surge  and  ended  up  matching  the 
kP  500.  He  is  a  longtime  fan  of  telecom,  media  and  financial  ser- 
ces,  with  80%  of  his  portfolio  in  those  sectors.  Typically  he  also 
as  a  large  cash  position,  20%  now. 

And  while  he  hasn't  dazzled  investors  recently,  his  steady 
jproach  has  done  well  over  the  long  haul.  The  fund  rose  an 
inual  15%  over  ten  years,  beating  the  S&P  by  four  points. 

Don't  count  on  the  fund's  prospectus  to  keep  the  manager 
i  line.  Philip  Edwards,  head  of  mutual  fund  analysis  for  Stan- 
ard  &  Poor's,  points  out  that  most  prospectuses  define  strategy 
>  loosely  that  the  managers  drift  about  with  abandon. 

The  S59  million  Payden  Growth  &  Income  Fund,  for  exam- 
le,  says  it  follows  the  "Dogs  of  the  Dow"  strategy — filling  50% 
fits  portfolio  with  the  ten  highest-yielding  stocks  on  the  Dow 
>ne->  industrial  average.  These  usually  trade  at  depressed  prices 
ut  tend  to  bounce  back;  meanwhile,  investors  enjoy  the  nice 
ividends.  To  round  out  his  portfolio,  manager  Christopher 
•rndorff  had  historically  bought  exchange-traded  large-cap 
idex  funds,  but  in  early  2003  he  tried  to  juice  his  returns  by 
utting  25%  of  assets  in  non-Dog  high-dividend  issues.  Didn't 


ork.  Result:  The  fund  logged  a  21.1%  return  for  2003,  trailing 
Dth.the  S&P  and  the  overall  30-stock  Dow.  Chastened,  Orndorff 
as  returned  to  his  original  strategy. 

Another  red  flag  is  invocation  of  the  sainted  Warren  Buffett. 
he  Gartmore  funds  trumpet  that  their  concentration  in  20  to 
D  stocks  is  following  the  Oracle  of  Omaha's  strategy.  Fine,  but 
uffett  also  says  a  stock's  ideal  holding  period  is  "forever."  Yet 
iree-year-old  Gartmore  U.S.  Growth  Leaders,  with  30  stocks  at 
ar-end,  had  a  774%  turnover  in  2003.  While  it  rang  up  a  nice 
4%  return  last  year,  such  churning  tends  to  make  investors'  tax 
ills  hefty.  Manager  Christopher  Baggini  says  comparisons 
etween  his  fund  and  Berkshire  Hathaway  don't  extend  to  hold- 
ig  periods. 
IINIMAL  TURNOVER 

Low-trading  managers  tend  to  outperform,  according  to  a 
lorningstar  study.  Over  a  ten-year  period  equity  funds  with  less 
lan  20%  turnover  have  returned  12.9%,  while  funds  with 


greater  than  100%  turnover  have  returned  11.3%.  It  costs 
money  to  trade,  and  not  just  in  commission.  Buy  and  sell  orders 
tend  to  push  a  stock's  price  away  from  the  investor.  Vanguard 
founder  John  Bogle  estimates  that  a  round-trip  trade  eats  up  1% 
of  your  position.  So  a  fund  turning  over  its  portfolio  annually 
( 100%  turnover  rate)  loses  1%  of  assets  annually  to  the  brokers 
and  marketmakers. 

There  is  also,  for  taxable  accounts,  a  tax  penalty  with 
turnover.  Long-term  holders  pay  only  the  15%  rate  on  capital 
gains  and  don't  even  pay  that  until  they  liquidate  a  position. 
Hair-trigger  traders  accelerate  these  tax  bills  and  can  magnify 
them  by  converting  them  into  short-term  gains  taxed  at  35%. 

Richard  Freeman  has  kept  turnover  at  his  Smith  Barney 
Aggressive  Growth  at  1%  the  last  three  years.  And  his  returns  are 
impressive,  averaging  15%  yearly  over  the  past  decade,  despite 
holdings  like  scandal-plagued  Tyco,  which  he  has  owned  for  a 
long  time.  Other  perennial  holdings  are  Comcast  and  Forest 
Labs.  (The  biggest  downside  to  Freeman  is  his  5%  upfront  load, 
almost  forgivable  given  his  performance.)  Meanwhile,  Robert 
Bacarella  and  Timothy  Detloff  at  Monetta  Fund  have  a  609% 
turnover  and  yet  returned  only  4.5%  over  the  same  period. 
MORNINGSTAR  DATA,  NOT  STARS 

Morningstar.com  is  a  mother  lode  of  useful  data.  But  its  star 
ratings  are  only  of  limited  utility,  despite  all  the  hoopla  sur- 
rounding them.  These  are  the  Roger  Ebert  thumbs  of  the  mutual 
fund  business.  Funds  need  to  be  around  three  years  to  be  eligible 
for  grading,  which  is  based  on  risk-adjusted  performance  after  ac- 
counting for  loads  and  expenses.  Four  or  five  stars  are  the  gold 
standard  for  funds,  a  designation  few  are  shy  about  advertising. 

Trouble  is,  even  Morningstar  admits  that  the  stars  have  no 
predictive  value.  "We  have  never  run  an  ad  that  says  'Follow  the 
stars  to  riches,' "  says  Donald  Phillips,  a  Morningstar  managing 
director.  Mark  Hulbert,  editor  of  the  Hulbert  Financial  Digest, 
which  tracks  the  performance  of  stock-  and  fund-picking 
newsletters,  says  that  over  the  past  decade  Morningstar's  five- 
star  equity  funds  have  earned  an  average  5.7%  against  a  10.3% 
return  for  the  Wilshire  5000,  the  broadest  equity  index. 

In  the  Wall  Street  Journal  and  Barron  s  in  December,  Dreyfus 
advertised  three  funds,  two  with  four-star  ratings  and  one  with 
five.  Um,  note  the  five-star  Dreyfus  Premier  Enterprise  Fund  has 
only  three  years  of  history  behind  it. 

Ignore  Morningstar's  three-year  ratings,  says  Hulbert. 
"Three  years  isn't  long  enough  to  separate  the  men  from  the 
boys.  Luck  can  still  play  a  major  role,  and  three  years  is  kind  of  a 
no-man's-land  between  momentum  and  ability." 

Sometimes  Morningstar  analysts  are  bold  enough  to  disagree 
with  Morningstar  computers.  Last  summer  analyst  Brian  Portnoy 
pointed  out  that,  despite  shining  in  the  near  term,  four-star  Drey- 
fus Premier  New  Leaders  (featured  in  the  ad)  was  just  a  "so-so  of- 
fering." Over  ten  years  it's  lagged  the  S&P  500  by  an  annualized  0.4%. 

Still,  Morningstar's  free  Web  site  is  immensely  useful.  Most 
funds  feature  an  analyst's  assessment.  Use  the  site  as  a  quick 
source  for  such  items  as  expense  ratios,  yearly  and  cumulative 
returns,  top  holdings  and  manager  tenure.  F 


FORBES-   February  2,  2004      103 


>   >   > 


V 


Feeding  baby  formula  and  cereal  can  be  messy,  but 
making  it  is  an  exercise  in  precision.  Food  companies 
need  to  know  the  origin  and  quality  of  the  ingredients 
they  use.  Several  of  the  best  have  turned  to  Cargill. 
We  created  a  streamlined  supply  chain  that  simplified 
their  sourcing  and  provided  quality  assurance  for 
the  many  oils  they  use  in  making  baby  formula  and  cereal. 
Now  the  companies,  as  well  as  the  babies,  have  a 
healthy  outlook.  This  is  how  Cargill  works  with  customers. 
collaborate     >    create    >     succeed 


Cargill 

Nourishing  Ideas.  Nourishing  People: 


www.cargill.com 


Fund  Survey 

Timing  Is 
Everything 

When  a  VALUE  FUND  MANAGER'S 
beaten-up  stock  is  slow  to  revive,  his 
performance  suffers.  At  little-known 
IMS  Capital  Value  Fund,  Carl  Marker 
thinks  he  has  solved  that  problem. 

BY  JAMES  M.  CLASI 

IKE  MOST  MUTUAL  FUND  VALUE  MANAGERS,  IMS  CAPI- 
tal  Management's  Carl  Marker  is  alert  for  corporate 
stumbles.  That's  when  value  types  swoop  in,  buying  a 
good  stock  on  the  cheap  and  waiting  for  a  rebound. 
But  what  happens  if  that  recovery  is  a  long  time  com- 
ing? Then  the  holding  becomes,  in  fund-manager  parlance, 
"dead  money."  It  sits  there  hurting  portfolio  performance. 

Marker  and  a  few  other  managers  like  him  make  a  fetish 
about  timing — waiting  months  and  often  years  for  the  right 
moment  to  buy  a  suffering  stock.  He  wants  to  see  solid  evidence 
of  a  resurrection  before  acting.  Of  course,  others  in  the  market 
see  that  occurring,  too,  so  Marker  often  ends  up  paying  more 
than  he  would  have  when  things  looked  really  bad.  But,  he  says, 
the  delay  more  than  compensates  for  the  drag  that  dead  money 
would  have  had  on  his  portfolio. 

How  did  he  come  by  this  insight?  From  1988  until  1996, 
while  Marker's  Portland,  Ore.  firm  ran  mainly  institutional  and 
wealthy  folks'  money,  he  began  to  realize  that  he  was  buying  too 
soon.  "About  80%  of  the  time,"  he  says,  "we  would  have  fared 
much  better  had  we  waited  at  least  two  years." 

This  patient  process  Marker  calls  "seasoning."  Take  the 
painful  aftermath  of  drugstore  chain  Rite  Aid's  1999  accounting 
scandal.  During  the  next  18  months  the  stock  collapsed  from  a 
high  of  $51  to  $1.70.  Then  the  price  meandered  between  $1.75 
and  $3  as  shareholders  filed  lawsuits  and  the  company  ran  into 
credit  problems.  By  March  2002  most  of  the  suits  had  been  set- 
tled, and  earnings  had  beaten  expectations  for  three  consecutive 
quarters.  Finally  convinced  Rite  Aid  was  ready  to  break  out, 
Marker  bought  tin  majority  of  his  position  a  month  later,  at 
$3.17.  Since  then  sh  es  haw  isen  to  $5.91 ,  ,:nd  Rite  Aid  now 
represents  3%  of  Capuai  Value's  portfolio. 

The  seasoning  strategy  has  proved  fruitful.  Since  [MS  Capital 
Value  Fund's  August  1996  inception,  manager  Marker  has 
returned  an  average  annual  13.1%,  six  percentage  points  above 
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the  S&P  500.  Last  year  the  fund  was  up  56%  to  the  S&P's  29%. 
Marker  estimates  that  seasoning  his  new  buys  added  five  to  eight 
percentage  points  to  his  fund's  2003  return. 

One  caveat:  Seasoning  works  best  at  small  funds  whose 
moves  don't  roil  the  markets.  IMS  Capital  Value  has  a  mere 
$56  million  in  assets;  there  are  two  other  IMS  funds,  even  tinier. 

Longtime  fund  star  Robert  Rodriguez  likes  the  strategy  but 
is  somewhat  more  constrained  in  his  moves.  If  he  wants  to  take 
a  position  in  a  stock,  his  $1.1  billion  FPA  Capital,  a  Forbes  Honor 
Roll  fund,  must  acquire  shares  over  a  long  period  to  avoid  dri- 
ving up  prices.  "It's  the  difference  between  turning  around  a  PT 
boat  and  an  aircraft  carrier,"  says  Rodriguez.  When  a  seasoned 
stock  finally  does  start  to  move  up,  Rodriguez  notes,  this  often 
happens  quickly. 

For  whatever  reason,  Marker's  strategy  is  a  minority  view  in 
the  value  community.  Lisa  Nurme,  manager  of  the  $5.6  billion 
MFS  Value  Fund,  was  high  on  Sprint  Communications  in  Sep- 
tember 2001  after  it  had  slid  to  $21.64  from  $75.90  in  November 
1999.  Marker,  though,  waited  until  September  2002  to  buy 
Sprint  at  $9.39  after  long-distance  rates  bottomed  and  Sprint's 
business  began  to  turn.  Shares  now  trade  at  $17.70 — 18%  below 
Nurme's  target  price  and  88%  above  Marker's. 

Certainly,  Marker's  system  doesn't  guarantee  that  a  fallen 
angel  will  pick  itself  up  off  the  floor.  He  thought  he  saw  a  turn- 
around at  Winn-Dixie  Stores,  part  of  the  supermarket  sector 
battered  by  intense  competition  from  the  likes  of  Wal-Mart. 
Marker  bought  in  December  2002,  at  $15.25.  But  same-store 
sales,  which  had  been  rising,  slumped  anew.  He  sold  at  $12.41  in 
July  2003.  The  stock  since  has  drooped  to  $9.71. 

Similar  funds  that  want  to  see  some  upward  movement 
before  buying  include  Vanguard  U.S.  Value,  Bogle  Small  Cap 
Growth,  N/I  Numeric  Investors  Mid  Cap  and  HighMark  Value 
Momentum.  All,  however,  have  underperformed  Marker  over 
the  past  three  years  {see  table).  The  first  three  follow  a  more  rigid 
computer-screen  approach  to  picking  stocks  than  does  Marker, 
who  is  often  more  patient  because  he  can  rely  on  his  gut,  says 
Todd  Trubey,  an  analyst  at  fund  tracker  Morningstar. 

Large-cap  HighMark  most  closely  resembles  Marker's  fund 
in  style.  But  its  manager,  Richard  Earnest,  admits  even  he  isn't  as 
patient  as  Marker.  "We  used  to  wait  longer  to  get  our  price,"  says 
Earnest,  65.  "But  lately,  we  find  ourselves  taking  a  bit,  then 
adding  a  bit  more  if  it  stays  or  goes  lower.  With  technology, 
everybody  is  more  aware  of  what  everybody  else  is  doing." 

Marker's  own  patience  and  value  orientation  can  be  traced 
back  to  his  teen  years  in  Portland.  He  and  a  friend  bought  a  leaf- 
filled,  waterlogged  motorboat  in  frigid  December  with  the  idea 
of  fixing  it  up  to  sell  in  the  summer.  After  cleaning  it  and  plug- 
ging the  leaks,  they  sold  the  craft  for  $800,  double  their  invest- 
ment. The  idea  stuck  with  him  that  you  could  make  money  buy- 
ing assets  that  look  pretty  ragged. 

After  graduating  from  the  University  of  Oregon,  Markei 
did  stints  as  a  financial  systems  analyst  at  subsidiaries  of  Gen- 
eral Motors  (EDS)  and  Mercedes-Benz  (Freightliner)  befon. 
founding  IMS.  In  16  years  Marker,  now  41,  has  built  the  firm  tc 


1 


1420  million  in  managed  assets. 

Within  the  Capital  Value  Fund,  Marker's  49  picks  are  mostly 
>f  middling  size  ($1  billion  to  $10  billion  in  market  capitaliza- 
ion).  These  are  proven,  having  graduated  from  the  small- 
ompany  realm,  but  are  not  so  large  they  can't  continue  to  grow 
t  a  decent  pace.  Health  care,  financial  services  and  technology 
re  his  largest  sector  holdings. 

Marker  starts  with  low  multiples;  his  average  portfolio  is 
riced  1.9  times  book  value  and  17  times  trailing  earnings,  well 
elow  the  market  averages  for  these  statistics.  And,  like  many 


[   Marker's  IMS  has  outpaced  other  funds  that  wait  for  the  right 
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$100 

J    1-YEAR 

3-YEAR 
ANNUALIZED 

|   Bogle  Small  Cap  Growth-lnv 

58.7% 

11.2  % 

$132 

none 

$1.35 

|   HighMark  Val  Momentum-A 

29.5 

-1.3 

29 

5.50% 

1.19 

|   IMS  Capital  Value  Fund 

56.1 

18.1 

56 

none 

1.59 

1   N/l  Numeric  Inv  Mid  Cap 

35.9 

1.0 

28 

none 

1.00 

Vanguard  US  Value 

30.3 

4.3 

492 

none 

0.63 

V    Source:  Upper. 

J 

value  managers,  he  owns  a  fair  number  of  companies  that  get 
taken  over.  In  the  last  few  years,  for  example,  OfficeMax,  Dial, 
Airborne  Express  and  Pennzoil-Quaker  State  were  acquired  at 
an  average  120%  premium  to  Marker's  cost. 

IMS  Capital  Value  has  no  sales  load  but  has  above-average 
annual  expenses  of  $1.59  per  $100  of  assets.  Marker  says 
expenses  will  keep  declining  as  his  fund  gains  assets:  The  fee  was 
$  1 .92  in  1 996.  Minimum  investment,  $5,000.  F 
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Fund  Survey  Alternatives 


Do-lt-Yourself  Fund 

FOLIOS,  a  tax-efficient  way  to  manage  baskets  of  stocks, 

have  had  trouble  catching  on.  Only  two  providers  are  left  standing. 


Y  DANIEL  KRUGER 


ARKET  RALLIES  ARE 

honey  for  investment 

firms     looking     to 

attract      customers. 

Scandal  or  no,  mutual 
fund  houses  pull  in  business  in  a 
rally.  They  amassed  $202  billion  in 
new  cash  for  the  1 1  months  through 
November.  Brokerages  are  gleefully 
filling  rashes  of  orders  for  individual 
stocks.  But  one  corner  of  the 
money- management  world  has  not 
caught  fire:  the  Web-based  outfits 
selling  do-it-yourself  quasi-funds 
called  folios. 

What  a  shame.  Done  right,  folios  are  cheaper  than  funds  or 
broker-filled  orders.  For  a  fairly  low  fee  to  the  folio  provider,  you 
can  control  your  own  account,  buying,  selling,  rebalancing,  all 
without  the  help  of  a  high-paid  Wall  Streeter.  With  a  folio  you  can 
do  things  like  ditch  losing  stocks  for  a  tax  advantage,  a  move  fund- 
holders  can't  perform  and  broker  customers  must  pay  more  for. 
Despite  their  virtues,  folios  are  hard  to  find.  Only  two  ver- 
sions of  the  service  survive,  from  innovator  FolioFN  (it  began  in 
2000)  and  copycat  Fidelity  Investments,  the  big  fund  house. 
Rival  folio  firm  Netfolio  folded  after  less  than  a  year  in  business 
in  2001,  having  opened  just  8,000  accounts.  E-Trade  started 
offering  stock  baskets  in  2001  but  stopped  last  year  because 
scarcely  anyone  was  buying. 


■■■■■■ 

happy  buying  one  stock  at  a  time, 
and  passive  ones,  who  don't  even 
want  to  invest  a  few  mouse  clicks 
on  portfolio  maintenance. 

Here's  how  a  folio  works.  You 
open  an  online  account  and  put  to- 
gether a  personal  portfolio  that  re- 
sembles a  mutual  fund.  The  folio 
provider  lets  you  either  create  a 
portfolio  from  scratch  (a  third  of 
customers  do  that)  or  select  a  pre- 
fabricated mix.  Among  the  available 
prefabs:  one  containing  50  stocks 
that  tracks  the  S&P  500;  one  com- 
posed of  the  two  biggest-cap  stocks 
in  16  sectors;  one  with  stocks  that 
analysts  have  upgraded.  You  can  stick  with  these  baskets,  or  tai- 
lor them  to  your  liking — say,  by  buying  FolioFN's  Folio  30,  which 
consists  of  the  Dow  stocks,  and  shedding  the  retailers  (Home 
Depot,  Wal-Mart  Stores)  if  you  think  they  will  slump. 

Small-time  players  and  buy-and-holders  won't  find  folios  any; 
bargain.  But  active  traders  with  large  balances  will.  FolioFN  charges 
$200  per  year,  allowing  you  to  make  200  trades  per  month  for  no 
extra  fee.  Fidelity  operates  on  a  per-trade  basis,  for  as  much  as  $15 ' 
for  each  trade  typically  involving  baskets  of  around  ten  stocks  each. 
A  $50,000  investment  in  the  S&P  would  cost  an  investor  in  the 
Vanguard  index  fund  $90  a  year.  Someone  owning  the  index 
through  the  Barclays  iShares  exchange-traded  fund  would  pay  $45  j 
a  year  plus  commissions  and  bid/ask  spreads  to  get  in  and  out.  At  jj 


Done  right, 


are  cheaper  than  mutual  funds  or  broker-filled  orders. 


And  how  are  the  survivors  doing?  Probably  not  well. 
FolioFN,  founded  by  former  Securities  &  Exchange  Commission 
member  Steven  Wallman,  says  in  its  publicly  available  balance 
sheet  that  its  brokerage  business  has  amassed  a  $22  million 
deficit  since  inception.  The  company  says  a  significant  portion 
of  that  comes  from  the  initial  investment  in  its  platform.  It 
added  it  had  a  strong  2003  but  the  balance  sheet  says  it  has  just 
$4  million  in  equity.  FolioFN  won't  say  how  many  accounts  or 
how  much  in  assets  it  has  land  \l.  Neither  will.  Fidelity. 

The  bear  market  no  doubt  has  played  a  role  in  the  weak  start 
for  this  financial  produc'.  But  another  factor  is  at  work,  says 
Gary  Schatsky,  a  New  York  fee-only  financial  planner.  It  seems 
that  the  world  is  divided  into  active  investors,  who  are  quite 


$200  a  year,  FolioFN  is  not  competitive,  apart  from  the  tax-loss  po- 
tential. At  a  $250,000  investment,  FolioFN  beats  the  alternatives. 

Why  does  sitting  on  a  folio  for  years  make  little  sense?  You 
could  buy  the  30  individual  Dow  stocks  from  Scottrade  for  a  $7 
fee  per  stock,  or  $210,  almost  the  same  as  FolioFN's  yearly  tariff. 
But  you  wouldn't  have  to  keep  paying  FolioFN's  $200-per-year 
fee  for  the  privilege  of  long-term  ownership. 

One  downside  to  FolioFN  is  that  you  are  buying  market 
orders,  filled  twice  a  day,  so  brokers  can  play  games  and  charge 
you  more  on  the  stock  price.  (You  can  pay  $15  extra  for  a  mar- 
ket order  at  other  times  of  the  day.)  Still,  the  folio  concept  is  an 
excellent  approach  to  certain  kinds  of  investing.  It  may  yet  find 
its  audience.  F 
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American  Traditions 
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)me  things  are  best  When  they  have  a  rotations.  This  perspective  allows  them  to  keep  our  funds 


uprise  inside.  Not  your  investments. 


on  course  for  the  long  term.  You'll  find  the  way  we  manage 


our  value  funds  says  a  lot  about  our  values  as  a  company. 


en  you  choose  a  value  fund,  you  expect  it  to  perform  like 


ilue  fund.  Which  is  vvhv  our  funds  are  managed  to  ensure 


e  consistency.  It's  something  for  which  we're  known.  Our 


^oned  value  managers  have  been  through  numerous  market 


Overall  Morningstar  Ratings™ 

(as  of  11/30/03) 
Capital  Value  ***** 

(among  637  Large  Value  funds) 

Large  Company  Value*  *  *  *  *   * 

(among  637  Large  Value  funds) 


Equity  Income 

(among  167  Mid-Cap  Value  funds) 


*    *    *    * 


'Available  exclusively  through  investment  professionals. 


Call  1-877- 44-AMCEN  or  your  investment  professional. 


ningstar  Ratings'  are  based  on  risk-adjusted  returns,  and  past  performance  is  no  guarantee  of  future  results, 
stment  returns  and  principal  values  may  fluctuate,  and  redemption  value  may  be  more  or  less  than  original  cost. 
current  performance  information  and  for  a  prospectus  with  more  complete  information,  including 
rges,  expenses  and  minimums,  please  call  or  visit  www.americancentury.com.  Be  sure  to  read  it 
'fully  before  you  invest  or  send  money. 

ch  fund  with  at  least  a  3-year  history,  Morningstar  calculates  a  Morningstar  Rating  based  on  a  Morningstar  Risk-Adjusted  Return  measure  that  accounts  for 
BBS  in  ,i  fund's  monthly  performance  (including  the  effects  of  sales  charges,  loads  and  redemption  fees),  placing  more  emphasis  on  downward  variations  and  reward- 
intent  performance.  Tlie  top  10%  of  funds  in  each  category  receive  5  stars,  tlie  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars 
e  bottom  I  |  ,(,7r  (Each  share  class  i<  counted  as  a  fraction  of  one  fund  within  this  scale  and  rated  separately,  which  may  cause  slight  variations  in  the 

ution  percentages.)  Tlie  funds  had  the  following  ratings  for  the  3-,  5-  ami  10-year  periods,  respectively.  Capital  Value  and  Large  Company  Value  5,  NA,  NA  out  of 
S.-domialtd  Large  Value  fwids:  Lquih/  Income  4.  4,  NA  out  of  167, 127,  NA  U.S.-domiciled  Mid-Cap  Value  funds.  Morningstar  Rating  is  for  tlie  investor  share  class 
•titer  classes  may  hair  different  performance  characteristics 
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Fund  Survey  Stock  Fund  Best  Buys 


The  Best 
Of  Both 
Worlds 

PERFORMANCE,  low  cost. 


BY  FEI  MEI  CHAN 


HESE  FUNDS  OFFER  A  COMPELLING 
blend  of  good  performance  (on  a 
risk-adjusted  basis)  and  low  cost 
(in  annual  overhead  and  sales 
commissions).  Our  Best  Buy  for- 
mulation gives  equal  weight  to  cost  and  per- 
formance for  stock  and  junk-bond  funds. 
It  gives  a  heavier  weight  to  cost  for  high- 
grade  bond  funds,  where  results  are  more 
a  function  of  interest  rate  shifts  than  of 
security  selection. 

It's  a  common  myth  that  expenses  don't 
matter  in  bull  markets,  only  bear  markets. 
Mathematically,  this  is  nonsense.  Losing  2% 


of  your  capital  every  year  to  managem 
fees  and  other  costs  means  losing  a  co 
pound  total  33%  after  20  years.  That 
you  end  up  with  a  third  less  money  ti 
you  would  have  had  without  that  gha: 
cost  burden. 

This  is  true  whether  your  securities  w 
up,  down  or  sideways  for  those  20  years.  / 
every  2%  nick  did  the  same  damage,  whet 
it  occurred  in  a  good  year  or  a  bad  one. 

In  our  scorecard  the  risk  adjustm 
penalizes  volatile  funds  and  rewards  st£ 
ones.  The  cost  measure  equals  the  expe 
ratio  plus  one-fifth  of  the  sales  load. 
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•A 

•c 

Vanguard  Capital  Opportunity-lnv/662-7447 

17.8  % 

49.6% 

$6,170 

20 

$5.7 

$0.58 

$25,01 

F 

A+ 

T  Rowe  Price  Capital  Appreciation/225-5132 

12.7 

25.5 

2,737 

15 

9.8 

0.85 

2,5i 

D 

A 

Target  Small  Cap  Value/225-1852 

14.7 

47.1 

196 

14 

1.2 

0.88 

25,0« 

•C 

•B 

Vanguard  Strategic  Equity/662-7447 

11.0 

43.8 

1,861 

14 

2.2 

0.50 

3,0i 

D 

A 

Meridian  Growth/446-6662 

15.2 

47.9 

710 

23 

2.1 

0.95 

l.ffl 

D 

A 

Pennsylvania  Mutual-lnv/221-4268 

13.6 

40.3 

1,261 

18 

0.6 

0.94 

2,0' 

C 

A 

Mairs  &  Power  Growth  Fund/304-7404 

10.9 

26.3 

1,234 

18 

11.1 

0.78 

2,5 

•D 

•A 

T  Rowe  Price  Mid-Cap  Value/225-5132 

13.3 

39.0 

1,666 

17 

3.8 

0.96 

2,5 

B 

•A 

Meridian  Value  Fund/446-6662 

19.8 

34.7 

1,798 

18 

3.8 

1.11 

i,n 

•B 

•A 

Hennessy  Cornerstone  Growth/261-6950 

17.7 

45.8 

898 

14 

1.5 

1.10 

2,5 

B 

A 

Dodge  &  Cox  Balanced  Fund/621-3979 

11.4 

24.4 

12,208 

15 

14.5 

0.53 

2,5 

F 

A* 

Berwyn  Income  Fund/992-6757 

9.2 

16.2 

129 

14 

1.6 

0.71 

3,0 

B 

A* 

Oakmark  Equity  &  lncome-l/625-6275 

13.0 

23.2 

5,082 

17 

6.8 

0.93 

1,0 

A+ 

D 

Fidelity  Convertible  Securities/544-6666 

11.4 

28.3 

1,767 

NA 

NA 

0.88 

2,5 

F 

A* 

Vanguard  Wellesley  lncome-lnv/662-7447 

6.5 

9.7 

9,486 

14 

24.6 

0.30 

3,0 

A* 

C 

Vanguard  Convertible  Securities/662-7447 

9.4 

31.6 

817 

NA 

NA 

0.95 

3,0 

B 

C 

L  Exeter  World  Opportunities  Series-A/466-3863 

12.1 

30.7 

110 

NA 

5.6 

1.30 

2,C 

C 

A 

RS  Contrarian  Value/766-3863 

18.7 

66.0 

285 

14 

3.6 

1.74 

5,C 

D 

B 

Tweedy,  Browne  Global  Value/432-4789 

8.1 

24.9 

4,797 

NA 

3.4 

1.37 

2,£ 

A 

C 

Atlas  Global  Growth/933-2852 

9.0 

40.3 

144 

NA 

14.2 

1.48 

2.1 

C 

B 

American  F                 World  Grow  &  lnc-A/421-4120 

9.6 

39.1 

16,744 

NA 

13.1 

0.82 

1 

B 

C 

American  Censuiy  Giobai  Growth-lnv/345-2021 

6.9 

34.5 

259 

NA 

15.9 

1.32 

2,j| 

•A 

•B 

Vanguard  International  Explorer/662-7447 

14.2 

57.4 

500 

NA 

0.8 

1.04 

10,C 

•A 

•B 

Schwab  International  N5arkctMasters/435-4000 

8.6 

43.9 

317 

NA 

5.1 

0.99 

2,5 

B 

•A 

Oakmark  International  Fun.1  l/«25-6275 

13.5 

38.0 

3,327 

NA 

8.3 

1.25 

l.( 

A* 

A 

Harbor  Internatk        lnw/4        I J50 

6.3 

40.3 

5,703 

NA 

18.1 

0.89 

2,J 

- 

•A 

•C 

Fidelity  Nordic/544 

3.6 

38.8 

85 

NA 

4.8 

1.35 

2,5  . 

A 

C 

Fidelity  Europe  Fund/5446666 

-0.2 

469 

1,386 

NA 

13.0 

1.20 

2  ' 

.  • 

•A 

•D 

Fidelity  Japan  Smaller  Cos/544-6666 

16.9 

60.9 

828 

NA 

0.7 

1.19 

2,!, 

C 

D 

T  Rowe  Price  New  Asia/225-5132 

11.6 

53.5 

826 

NA 

2.5 

1.17 

Z'[ 

Five-year  reti 
Sources:  Fori 

v 

irn  Dec.  31. 1998  through  Dec.  31.  2003;  one-year  return  Doc  31  2002  through  Dec.  31,  2003.  'Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  NA: 
>es.  tipper.  Morningstar. 
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JRMANCE 

TOTAL  RETURN 

ANNUAL 

1 

DOWN 

ASSETS 

AVERAGE 

EXPENSES 

MINIMUM 



5-YEAR 

SEC 

11/30/03 

DURATION 

PER 

INITIAL 

FUND/800  PHONE 

ANNUALIZED        i-YEAR 

YIELD 

($MIL) 

(YEARS) 

$100 

INVESTMENT 

0 

Vanguard  Intermediate  Treasury-lnv/662-7447 

6.7% 

2.4% 

3.2% 

$4,014 

4.6 

$0.28 

$3,000 

F 

Vanguard  Long-Term  Treasury-lnv/662-7447 

6.4 

2.7 

4.6 

1,960 

10.2 

0.28 

3,000 

B 

Vanguard  Short-Term  Treasury-lnv/662-7447 

5.7 

2.4 

1.7 

3,939 

2.2 

0.28 

3,000 

F 

American  Century  Target  2010-1/345-2021 

6.4 

3.3 

3.8 

242 

7.2 

0.59 

2,500 

B 

Vanguard  GNMA  Fund-lnv/662-7447 

6.3 

2.5 

4.9 

24,914 

2.1 

0.22 

3,000 

B 

Fidelity  Ginnie  Mae/544-6666 

6.0 

2.2 

3.6 

4,619 

1.2 

0.57 

2,500 

B 

Dreyfus  Basic  US  Mortgage  Secs/782-6620 

6.7 

3.5 

3.7 

259 

2.7 

0.65 

10,000 

B 

American  Century  GNMA-lnv/345-2021 

5.8 

2.0 

2.7 

1,820 

2.0 

0.59 

2,500 

A 

NB  High  Income  Bond-lnv/877-9700 

7.3 

11.8 

NA 

551 

3.3 

1.00 

2,000 

A* 

T  Rowe  Price  High  Yield/225-5132 

6.2 

22.5 

8.2 

3,699 

4.0 

0.81 

2,500 

B 

Buffalo  High-Yield  Fund/492-8332 

8.0 

20.2 

2.9 

245 

4.4 

1.03 

2,500 

B 

Fidelity  Capital  &  Income/544-6666 

6.3 

39.1 

7.2 

4,151 

NA 

0.84 

2,500 

B 

Federated  Mortgage-IS/341-7400 

6.6 

2.3 

3.0 

337 

0.9 

0.30 

100,000 

B 

Vanguard  Short-Term  Bond  lndex-lnv/662-7447 

5.8 

3.4 

2.4 

4,138 

2.4 

0.21 

3,000 

A 

Vanguard  Short-Term  Corp-lnv/662-7447 

5.8 

4.2 

3.0 

15,210 

2.0 

0.23 

3,000 

B 

Vanguard  Short-Term  Federal-lnv/662-7447 

5.8 

2.0 

2.3 

3,387 

1.9 

0.26 

3,000 

D 

Vanguard  Intermediate  Corp-lnv/662-7447 

6.9 

6.3 

4.5 

3,938 

4.6 

0.20 

3,000 

0 

Vanguard  Intermediate  Bond  lndex-lnv/662-7447 

7.0 

5.6 

4.4 

3,445 

6.0 

0.21 

3,000 

C 

TIAA-CREF  Bond  Plus/223-1200 

6.6 

4.4 

3.5 

419 

4.5 

0.30 

2,500 

C 

Dodge  &  Cox  Income  Fund/621-3979 

7.3 

6.0 

NA 

5,402 

3.6 

0.45 

2,500 

F 

Vanguard  Long-Term  Bond  Index/662-7447 

7.0 

5.5 

5.4 

927 

10.9 

0.21 

3,000 

C 

American  Century  Inflation-Adj  Bond  lnv/345-2021 

8.7 

7.4 

4.6 

419 

4.2 

0.51 

2,500 

C 

BBH  Inflation-Index  Secs-N/625-5759 

9.6 

7.2 

4.1 

443 

3.7 

0.65 

100,000 

F 

Vanguard  Long-Term  Corp-lnv/662-7447 

6.7 

6.3 

5.5 

4,486 

11.2 

0.31 

3,000 

A* 

Vanguard  Limited  Term  Tax-Exempt-lnv/662-7447 

4.5 

2.8 

1.9 

6,576 

2.6 

0.17 

3,000 

A 

Fidelity  Spartan  Short-lntermed  Muni/544-6666 

.       4.6 

3.0 

1.8 

1,824 

2.8 

0.49 

10,000 

A 

T  Rowe  Price  T-F  Short-lntermediate/225-5132 

4.5 

2.8 

1.8 

586 

3.1 

0.52 

2,500 

A* 

Vanguard  Short-Term  Tax-Exempt-lnv/662-7447 

3.5 

1.6 

1.3 

4,557 

1.1 

0.17 

3,000 

B 

Vanguard  Intermediate  Tax-Ex-lnv/662-7447 

5.2 

4.5 

3.0 

11,798 

4.7 

0.16 

3,000 

A 

Fidelity  Spartan  Intermed  Muni  Income/544-6666 

5.5 

5.3 

3.0 

1,786 

5.3 

0.45 

10.000 

B* 

Vanguard  High-Yield  Tax-Exempt-lnv/662-7447 

5.2 

6.4 

4.0 

4,132 

6.5 

0.17 

3,000 

B 

American  Century  Tax-Free  Bond/345-2021 

5.4 

4.0 

2.5 

604 

4.6 

0.51 

5,000 

c 

Fidelity  Spartan  Municipal  Income/544-6666 

6.1 

5.8 

3.4 

4,756 

7.3 

0.48 

10,000 

D 

Harris  Insight  Tax-Exempt  Bond-N/982-8782 

6.5 

5.5 

3.9 

119 

5.7 

0.56 

1,000 

D 

USAA  Tax-Exempt  Long-Term/531-8448 

5.5 

7.0 

3.7 

2,220 

6.0 

0.54 

3,000 

C 

T  Rowe  Price  T-F  Income/225-5132 

5.3 

5.1 

3.4 

1,492 

6.0 

0.55 

2,500 

B         Vanguard  Calif  Intermediate  T-E-lnv/662-7447 

5.5 

4.1 

3.0 

2,455 

5.0 

0.17 

3,000 

C         Fidelity  Spartan  Mass  Muni  Income/544-6666 

5.7 

5.3 

3.5 

1,836 

7.1 

0.48 

10,000 

C 

Vanguard  NJ  Long-Term  Tax-Ex-lnv/662-7447. 

5.8 

5.2 

3.3 

1,524 

5.8 

0.18 

3.000 

D 

Vanguard  NY  Long-Term  Tax-Exempt-lnv/662-7447 

6.0 

5.3 

3.2 

2,092 

5.8 

0.18 

3,000 

C 

Vanguard  Penn  Long-Term  T-E-lnv/662-7447 

6.0 

5.6 

3.3 

2,373 

5.8 

0.18 

3,000 

year  reti 

rn  Dec.  31. 1998  through  Dec.  31.  2003;  one-year  return  Dec.  31,  2002  through  Dec.  31 

2003.  NA 

Not  available.  Sources:  Forbes;  Upper;  Morningstar. 
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und  Survey  The  Big  Picture 

Notable  Funds 

We  HIGHLIGHT  funds  that  deserve 
either  kudos  or  boos. 


_•*» 


BYFEI  MEI  CHAN 


HE  PERFORMANCE  STAR  OVER  THE 

I  past  ten  years  is  the  Calamos 
Growth  Fund,  with  an  annualized 
return  of  20%.  Managed  by  John 
Calamos,  Nick  P.  Calamos  and 
John  Calamos  Jr.,  this  fund  gets  an  A+  in  up 
markets  without  daredevil  tactics;  it  wins  an 
honorable  B  in  down  markets.  Such  perfor- 
mance earned  this  fund  a  spot  in  our  Honor 
Roll  (FORBES,  Sept.  15,  2003).  Calamos 
Growth's  expenses  are  in  line  with  those  of 


diversified  funds,  but  it  charges  a  4.75% 
sales  load  for  Class  A  shares.  That  cost  drag 
keeps  it  off  our  Best  Buy  roster  (seep.  110). 

Another  Honor  Roll  fund,  Mairs  & 
Power  Growth,  shines  with  a  1%  turnover 
rate.  Smith  Barney  has  two  funds  with  ex- 
tremely low  turnover.  In  contrast,  the  Cald- 
well &  Orkin  Market  Opportunity  Fund 
turned  over  its  portfolio  an  amazing  915%. 

Through  the  first  1 1  months  of  last  year 
investors  poured  $138  billion  into  stock 


funds,  but  a  12-month  return  of  25%  didn'i 
prevent  Fidelity  Magellan's  investors  frorr 
pulling  $2.6  billion  out  of  the  fund.  Its  -l°/( 
five-year  annualized  return  explains  wh} 
some  investors  have  become  disenchanted. 

At  first  glance  Eaton  Vance  Greatei 
China  Growth  Fund's  one-year  return  o 
54%  might  very  well  be  worth  the  fund', 
extravagant  expense  fee  of  $3.07  for  ever 
$100  in  assets.  But  this  recent  run  is  mon 
likely  due  to  the  country's  overall  perfor 
mance  rather  than  the  fund's  unique  man 
agerial  talent.  More  telling  is  the  fund's  ten 
year  annualized  return  of -3%. 

Our  rating  period  for  U.S.  stock  fund 
covers  four  bull  markets  and  four  bea 
markets,  starting  with  the  bull  marke 
that  began  in  January  1994.  For  ai 
extended  list  of  notable  funds,  go  t 
www.forbes.com/fundsurvey.  I 


Best  over  rating  period 


Calamos  Growth-A 
Vanguard  Health  Care-lrtv 
Fidelity  Select-Electronics 


TOTAL  RETURN 
LATEST  ANNUALIZED 

12  MONTHS       1/31/94  TO  12/31/03 


42.3% 

26.6 

71.9 


20.2% 

19.9 

18.9 


Best  performance  latest  12  months 


TOTAL  RETURN 

LATEST  5-YEAR 

12  MONTHS  ANNUALIZED 


Oberweis  Micro-Cap 
Information  Age 
CGM  Realty  Fund 


108.9% 
97.7 
89.7 


18.6% 

3.3 
22.3 


Biggest  net  cash  inflows  latest  12  months 


TOTAL  RETURN  ESTIMATED 

LATEST  NET  ROW1 

12  MONTHS  (SMIL) 


Dodge  &  Cox  Stock 

American  Funds  Growth  Fu;id  of  Amcr-A 

Fidelity  Low-Priced  Stock 


Lowest  expense  ratto> 


SPDRs 

Vanguard  Tax-Managed  Capital  Apprec-lnv 
Vanguard  Tax  Managed  Growth  &  Inc-lnv 


Lowest  turnover 


SB  Aggressive  Growth-A 
Mairs  &  Power  Growth  Fund 
GAMerica  Capital  Fund-A 


32.3% 

$9,735 

32.9 

5,896 

40.8 

4,646 

TOTAL  RETURN  ANNUAL 

■     LATEST  EXPENSES 

':  12  MONTHS  PER  $100 


28.4% 
28.5 


36.6% 

26.3 
36. r 


$0.12 
0.17 
0.17 


PORTFOLIO 

TURNOVER 


1% 

1 
1 


Worst  over  rating  period 


FUND 


TOTAI  RFTIIRN 


LATEST  ANNUALIZED 

12  MONTHS     1/31/94  TO  12/3U 


Lindner  Large-Cap  Growth-lnv 
Rydex  Precious  Metals-lnv 
Gabelli  Mathers  Fund 


27.6% 

42.3 

-1.9 


-2.3% 
-1.1 
0.0 


Worst  performance  latest  12  months 

TOTAL  RETURN 


FUND 


LATEST 
12  MONTHS 


5-YEAR 
ANNUALIZED 


Caldwell  &  Orkin  Market  Opportunity 
Gabelli  Mathers  Fund 
Gabelli  ABC  Fund 


-6.6% 
-1.9 
4.9 


2.4% 

0.0 

6.0 


Biggest  net  cash  outflows  latest  12  months 


FUND 


TOTAL  RETURN 

LATEST 

12  MONTHS 


ESTIMATED 

NET  FLOW 

(SMIL) 


Putnam  Fund  for  Growth  &  Inc-A 

Janus  Fund 

Fidelity  Magellan  Fund 

Highest  expense  ratio 

FUND 


27.2% 

31.7 

24.8 


$-3,611 
-2,723 
-2,558 


AllianceBernstein  Global  Small  Cap-A 

Jundt  Opportunity-A 

Eaton  Vance  Greater  China  Growth-A 

Highest  turnover 


FUNO 


Caldwell  &  Orkin  Market  Opportunity 

Gabelli  Mathers  Fund 

Van  Eck  Intl  Investors  Gold-A 


Includes  only  actively  managed  rated  stock  funds.  'Through  Nov.  30.  2003    Sources;  Forbes:  Upper. 
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CLOSER  THAN  YOU  THINK. 


Peace  of  mind  is  waiting  to  meet  you  on  Main  Streets  all 
across  the  country.  In  towns  big  and  small,  there's  a  New  York 
Life  agent  who  can  help  you  secure  your  future  and  protect 
your  family.  After  all,  New  York  Life  is  a  mutual  company  that 
invests  only  for  the  long-term  interests  of  our  policyholders 
and  not  the  short-term  demands  of  Wall  Street.  We  are  guid- 
ed by  the  timeless  values  of  financial  strength,  integrity  and 
humanity.  And  our  cash  surplus  is  one  of  the  largest  in  the 
industry,  ready  to  pay  a  claim  when  you  need  it.  So  whether 
you  need  us  months  or  decades  from  now,  peace  of  mind  is 
why  New  York  Life  is  The  Company  You  Keep. 


TO  ARRANGE  A  DISCUSSION  WITH  A  NEW  YORK  LIFE  AGENT, 
:ALL  1-888-963-7946  OR  GO  TO  NEWYORKLIFE.COM/STRENGTH. 


Si  i|  S« 


The  Company  You  K 


eep. 


Fund  Survey    Stock 


"W 


The  Scorecard 

The  last  BEAR  MARKET  lasted  for  30  months. 
How  does  your  fund  fare  in  good  and  bad  times? 


BY  FEI  MEI  CHAN 

BHE  SLUMP  THAT  LASTED  THREE 

T years  finally  ended  in  2003.  The 
S&P  500  finished  the  year  with  a 
total  return  of  29%.  Will  2004  be  a 
repeat  performance? 


FORBES  grades  the  performance  of 
funds  through  four  up  and  down  market 
cycles  over  ten  years,  starting  with  the  be- 
ginning of  the  bull  market  in  January  1 994. 
To  appear  in  these  tables  a  fund  must  have 


survived  at  least  three  market  cycles  (frorr 
February  1997  for  domestic  stock  furids)  witr 
at  least  $700  million  in  assets.  Only  those 
funds  that  have  been  around  for  four  cycle; 
can  earn  an  A+.  Of  the  449  equity  funds  listec 

.  here,  139  outperformed  the  S&P  500  through 
our  rating  period.  Of  these,  64  charge  les; 
than  the  all-funds  average  of  $1.08  per  $100  ir 
assets.  Cost  is  as  important  as  performanct 
in  choosing  a  fund.  While  there's  no  guaran- 

I  tee  with  the  latter,  the  former  is  an  ongoinf 
drain  on  returns.  For  more  funds  and  ratings 
go  to  www.forbes.com/fundsurvey.  I 


/^MA 

HKET 

WUNCE 

DOWN 

▼ 

FUND 

./TOTAL  RETURN 

5-YEAR 
1-YEAR  ANNUALIZED 

ANNUAL 

EXPENSES 

PER 

$100 

MARKET 

PERFORMANCE 

UP    DOWN 

A     T 

FUND 

-  TOTAL  RETURN .... 

ANNUA 

EXPENS 

PER 

$100 

PERF0) 
UP 

5-YEAR 
1-YEAR  ANNUALIZED 

B 

C 

AAL  Capital  Growth  Fund-A 

21.1% 

-0.5% 

$1.02 

C 

B 

Am  Funds  Fundamental  Investors-A 

32.0% 

5.1% 

$0.67 

B 

c 

AAL  Mid  Cap  Stock-A 

31.7 

5.6 

1.30 

A 

C 

American  Funds  Growth  Fund  of  Am-A 

32.9 

7.3 

0.76 

B 

c 

ABN  Amro  Growth-N 

21.6 

1.4 

1.10 

C 

B 

Am  Funds  Investment  Co  of  Am-A 

26.3 

4.5 

0.59 

•C 

•  c 

ABN  Amro/Montag  &  Caldwell  Growth-N 

17.2 

-2.3 

1.06 

B 

D 

American  Funds  New  Economy-A 

38.7 

0.7 

0.89 

A 

D 

AIM  Aggressive  Growth  Fund-A 

27.4 

1.7 

1.32 

C 

B 

Am  Funds  Washington  Mutual  Invs-A 

25.8 

3.7 

0.67 

•D 

•A 

AIM  Basic  Value  Fund-A 

33.8 

10.3 

1.33 

•O 

•A 

Ameristock  Fund 

21.3 

5.0 

0.78 

B 

D 

AIM  Blue  Chip-A 

25.3 

-4.1 

1.40 

0 

A+ 

Ariel  Appreciation  Fund 

31.0 

9.3 

1.20 

•B 

•C 

AIM  Capital  Development-A 

35.3 

6.3 

1.38 

D 

A* 

Ariel  Fund 

28.0 

11.0 

1.10 

B 

D 

AIM  Charter  Fund-A 

24.0 

-1.8 

1.22 

C 

C 

Armada  Large  Cap  Growth-A1 

19.7 

-3.7 

1.17 

B 

D 

AIM  Constellation  Fund-A 

29.3 

-0.8 

1.26 

•D 

•A 

Armada  Small  Cap  Value-A 

38.6 

15.7 

1.45 

C 

B 

AIM  Mid  Cap  Core  Equity-A 

27.1 

13.1 

1.43 

•C 

•A 

AXA  Rosenberg  US  Small  Cap-lnv 

400 

11.9 

1.491 

B 

D 

AIM  Premier  Equity  Fund-A 

24.9 

-3.7 

1.17 

B 

C 

AXP  Blue  Chip  Advantage-A 

27.4 

-2.8 

1.00. 

•A 

•D 

AIM  Small  Cap  Growth-A 

39.1 

10.3 

1.35 

D 

B 

AXP  Diversified  Equity  Income-A 

41.9 

5.0 

0.92 

A 
A 
C 

D 
D 

AIM  Summit  Fund 

35.7 

-4.2 

1.00 

B 

C 

AXP  Equity  Select-A 

23.0 

3.1 

1.25 

AIM  Weingarten  Fund-A 

30.7 

-8.7 

1.33 

D 

C 

AXP  Equity  Value-A 

32.3 

0.7 

1.0C 

B 

AilianceBemstein  Growth  &  Inc-A 

31.8 

3.6 

1.14 

A 

D 

AXP  Growth  Fund-A 

20.7 

-6.6 

12X 

B 

D 

AllianceBernstein  Growth-A 

34.9 

-5.7 

1.49 

B 

C 

AXP  New  Dimensions-A 

24.3 

-0.2 

1.0E 

A 

D 

Atlianc^Berostein  Mid-Cap  Growth-A 

66.0 

0.6 

1.34 

•C 

•B 

AXP  Small  Company  Index-A 

37.7 

8.6 

0.9E 

B 

O 

Allia.iceBemsfein  Prem  Growth-A 

22.7 

-8.2 

1.73 

D 

C 

AXP  Stock  Fund-A 

26.2 

-1.8 

0.9S 

A* 

F 

Aliia.'iteBei'!!<:ii«i!iTechnology-A 

41.7 

-5.0 

1.85 

A 

F 

AXP  Strategy  Aggressive-A 

27.4 

-3.9 

1.2f« 

B 

C 

American  Century  Equity  Growth-lnv 

30.3 

-0.5 

0.69 

D 

C 

AXP  Utilities  Fund-A 

16.6 

-2.2 

l.lfj 

•0 

•A 

American  Co                   Income-lnv 

24.2 

9.8 

1.00 

B 

c 

Baron  Asset  Fund 

27.3 

1.3 

1.3!| 

A 

F 

American  Century  0 

19.9 

-1.0 

1.00 

•B 

•B 

Baron  Growth  Fund 

31.7 

12.4 

1.3!: 

B 

D 

American  Cewtur) 

24.4 

-3.0 

1.00 

•B 

•D 

Bear  Stearns  S&P  Stars-A 

38.1 

0.0 

1.51 

B 

C 

American  CeisTury  1  - 

21.6 

6.2 

1.00 

B 

C 

BlackRock  Index  Equity-lnv  A 

27.7 

-1.4 

0.7!  i 

B 

c 

American  Century  h  I             .     .  -,  rh-lnv 

29.6 

0.2 

0.69 

B 

C 

Brandywine  Fund 

31.5 

6.1 

1.0! 

C 

c 

American  1 

24.7 

-2.5 

1.00 

A 

C 

Brown  Capital  Small  Company  Fund 

41.7 

9.7 

1.2: 1 

•D 

•B 

American  Century  &  rat  ■■■ 

22.6 

5.4 

1.10 

A* 

B 

Calamos  Growth-A 

42.3 

20.0 

1.41 

B 

0 

American  C  rtu  < 

25.8 

-1.3 

099 

C 

B 

Calvert  Social  Inv -Equity-A 

22.3 

7.6 

1.2! 

D 

A 

American  C>      • 

8  3 

1.00 

C 

C 

CDC  Nvest  CGM  Advisor  Targeted  Eq-A2 

42.8 

-1.3 

1.4 

A 

D 

American  Ceiif.i.  y 

12.2 

LOO 

•B 

•C 

CDC  Nvest  Star  Advisers-A 

33.7 

2.9 

1.8 

C 

B 

American  Funds  Ar    . 

5.6 

0.77 

D 

A* 

Clipper  Fund 

19.3 

10.9 

" 

D 

A 

American  Funds  Anieric; 

4.7 

0.60 

F 

A* 

Cohen  &  Steers  Realty  Shares 

38.1 

14.3 

1.0 

F 

A 

American  Funds  Capital  1 

7.0 

0.67 

C 

B 

Columbia  Acorn  Fund-A 

44.9 

14.1 

1.4 

1     Results  throi 
1     Sources.  Fori 

gh  Dec  31.  2003.  'Fund  rated  tor  th 
>es.  Upper:  Morningstar. 

..niiin  allowable  grade  A    'Formerly 

Armada  E 

Iquity  Growth  Fund-A.  formerly  CDC  Nvest  Targeted  Equity-A. 
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T 
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UP 

1-YEAR 

5-YEAR 

ANNUALIZED 

B 

Columbia  Growth  &  Inc-A 

19.1% 

3.7% 

$1.40 

•A 

•D 

Fidelity  Adv  Technology-T 

57.9% 

-3.3% 

$1.83 

1       D 

Columbia  Growth  Fund-A 

26.0 

-5.3 

1.33 

C 

B 

Fidelity  Adv  Value  Strategies-T 

60.0 

11.8 

1.42 

t       D 

Columbia  Growth  Stock-A 

24.6 

-4.2 

1.54 

A* 

F 

Fidelity  Aggressive  Growth  Fund 

33.4 

-9.3 

0.65 

1       C 

Columbia  Large  Cap  Growth-A1 

22.2 

-2.1 

1.12 

D 

B 

Fidelity  Asset  Manager-Growth 

21.9 

1.3 

0.84 

1       C 

Columbia  Large  Company  Index-A 

27.7 

-0.9 

0.62 

B 

D 

Fidelity  Blue  Chip  Growth 

24.8 

-2.9 

0.71 

1       D 

Columbia  Mid  Cap  Growth-A2 

29.9 

3.7 

1.60 

B 

D 

Fidelity  Capital  Appreciation 

51.7 

5.7 

1.07 

A 

Columbia  Mid  Cap  Value-A3 

27.5 

7.6 

1.21 

C 

B 

Fidelity  Contrafund 

28.0 

3.3 

1.03 

•A 

Columbia  Real  Estate  Equity-A 

34.9 

13.0 

1.55 

C 

C 

Fidelity  Destiny  Portfolio  1 

25.7 

-7.6 

0.49 

A 

Columbia  Small  Cap-A 

38.8 

14.2 

1.29 

B 

C 

Fidelity  Destiny  Portfolio  II 

20.2 

0.0 

0.62 

I     «C 

Columbia  Small  Cap  Growth-Z4 

44.3 

8.9 

1.28 

C 

C 

Fidelity  Disciplined  Equity 

27.2 

1.0 

1.01 

.     «D 

Columbia  Young  Investor-A 

27  3 

-2.4 

1.54 

B 

B 

Fidelity  Dividend  Growth 

23.4 

2.9 

1.05 

B 

Davis  Financial  Fund-A 

36.9 

5.7 

1.11 

D 

B 

Fidelity  Equity-Income 

30.0 

3.5 

0.72 

C 

Davis  New  York  Venture-A 

32.3 

4.7 

0.95 

C 

B 

Fidelity  Equity-Income  II 

32.6 

3.1 

0.70 

I       B 

Delaware  Decatur  Equity  Income- A 

27.7 

1.0 

1.11 

•B 

•B 

Fidelity  Export  &  Multinational 

32.6 

9.3 

0.91 

D 

Delaware  Trend  Fund-A 

33.4 

7.7 

1.50 

B 

B 

Fidelity  Fifty  Fund 

20.4 

8.0 

1.08 

A 

Dodge  &  Cox  Stock  Fund 

32  3 

12.6 

0.54 

B 

C 

Fidelity  Fund 

27.3 

-0.6 

0.63 

c 

Domini  Social  Equity 

27.1 

-1.7 

0.92 

C 

B 

Fidelity  Growth  &  Income 

19.0 

-0.9 

0.73 

B 

Dreyfus  Appreciation  Fund 

20.4 

-01 

0.97 

A 

D 

Fidelity  Growth  Company 

41.4 

3.4 

1.12 

C 

Dreyfus  Basic  S&P  500 

28.4 

-0.8 

020 

B 

O 

Fidelity  Independence 

23.0 

2.4 

1.07 

c 

Dreyfus  Disciplined  Stock 

23.2 

-2.4 

1.00 

D 

A+ 

Fidelity  Low-Priced  Stock 

40.8 

15.9 

1.03 

•c 

Dreyfus  Emerging  Leaders 

39.5 

8.7 

1.38 

B 

C 

Fidelity  Magellan  Fund 

24.8 

-1.1 

0.77 

D 

Dreyfus  Founders  Discovery-A 

36  4 

6.1 

1.35 

A 

•C 

Fidelity  Mid-Cap  Stock 

33.3 

9.2 

0.74 

C 

Dreyfus  Fund 

24.9 

-1.4 

0  76 

A* 

D 

Fidelity  New  Millennium 

37.3 

12.1 

1.07 

C 

Dreyfus  Growth  &  Income 

26.3 

0.0 

1.01 

A 

D 

Fidelity  OTC  Portfolio 

35.8 

0.0 

1.18 

B 

Dreyfus  MidCap  Index 

34.9 

8.6 

0  50 

F 

A* 

Fidelity  Real  Estate  Investment 

32.5 

14.8 

0.87 

•B 

Dreyfus  Midcap  Value 

575 

15  0 

1.35 

A 

D 

Fidelity  Select-Biotechnology 

32.9 

7.0 

1.29 

B 

Dreyfus  Premier  Core  Value-A 

28.1 

3.9 

1.15 

A* 

F 

Fidelity  Select-Computers 

62.7 

-3.1 

1.40 

B 

Dreyfus  Premier  New  Leadcrs-A 

31.7 

95 

1.23 

A* 

F 

Fidelity  Select-Electronics 

71.9 

4.3 

1.14 

C 

Dreyfus  S&P  500  Index 

28.1 

-1.1 

0.50 

C 

B 

Fidelity  Select-Health  Care 

15.9 

1.4 

1.05 

1 
•B 

Eaton  Vance  Tax-Mgd  Growth  1.1-A 

23  4 

1.4 

0.81 

A* 

D 

Fidelity  Select-Software/Comp  Svc 

35.0 

8.1 

1.18 

c 

Eclipse  Indexed  Equity 

28  4 

-0.7 

0  30 

A* 

F 

Fidelity  Select-Technology 

59.4 

1.2 

1.39 

c 

Enterprise  Growth-A 

16  3 

-2.8 

1.58 

D 

B 

Fidelity  Small  Cap  Independence 

34.9 

6.5 

1.12 

B 

Evergreen  Equity  Income-A 

31.1 

6.1 

1.40 

B 

C 

Fidelity  Spartan  500  Index 

28.5 

-0.7 

0.19 

C 

Evergreen  Growth  Fund-A 

38.7 

52 

1.36 

C 

C 

Fidelity  Stock  Selector 

27.4 

0.2 

0.94 

» 

Evergreen  Omega  Fund-A 

39.1 

1.4 

1.67 

C 

D 

Fidelity  Trend  Fund 

27.7 

2.9 

1.05 

A 

Evergreen  Special  Values-A 

35.4 

12.7 

1.24 

c 

D 

Fidelity  Utilities  Fund 

209 

-5.4 

0.99 

B 

Excelsior  Value  &  Restructuring 

478 

104 

0.99 

D 

A 

Fidelity  Value  Fund 

34.4 

10.0 

0.97 

B 

Federated  American  Leaders-A 

27.3 

1.0 

1.18 

B 

D 

Fifth  Third  Quality  Growth-A 

31.1 

-2.1 

1.33 

C 

Federated  Capital  Appreciation-A 

23.8 

5.4 

1.23 

D 

B 

First  American  Equity  Income-A 

26.3 

2.9 

1.15 

C 

Federated  Equity  Income-A 

24.3 

-1.4 

1.17 

B 

C 

First  American  Equity  Index-A 

27.9 

-1.2 

0.62 

D 

Federated  Growth  Strategies-A 

40.3 

1.8 

1.34 

C 

D 

First  American  Large  Cap  Gr  Opps-A 

23.9 

-4.2 

1.15 

B 

Federated  Kaufmann-A 

45.1 

11.4 

1.95 

D 

B 

First  American  Large  Cap  Value-A 

25.4 

-0.3 

1.15 

C 

Federated  Max-Cap  Index-IS 

28.1 

-1.0 

0.34 

C 

B 

First  American  Mid  Cap  Growth  Opps-A 

33.1 

6.8 

1.20 

8 

Federated  Stock  Trust 

27.9 

2.7 

0.99 

C 

B 

First  American  Small  Cap  Select-A 

44.2 

13.1 

1.21 

D 

Fidelity  Adv  Equity  Growth-T 

31.8 

-2.0 

1.36 

A+ 

•F 

Firsthand  Technology  Value 

74.5 

2.3 

1.89 

B 

Fidelity  Adv  Equity  Income-T 

28.4 

3.6 

1.25 

•A 

•B 

FMI  Focus  Fund 

48.1 

17.6 

1.46 

•C 

Fidelity  Adv  Growth  &  Income-T 

22.2 

-0.4 

1.33 

B 

A 

FPA  Capital  Fund 

38.5 

15.3 

0.87 

c 

Fidelity  Adv  Growth  Oppors-T 

29.3 

.-6.3 

0.90 

D 

A+ 

Franklin  Balance  Sheet  Invest-A 

29.6 

11.2 

0.92 

•B 

Fidelity  Adv  Health  Care-T 

15.3 

1.9 

1.59 

A 

D 

Franklin  Capital  Growth-A 

29.3 

2.6 

1.04 

•B 

Fidelity  Adv  Mid  Cap-T 

43.7 

13.0 

1.44 

D 

A 

Franklin  Equity  Income-A 

24.9 

4.6 

1.00 

ults  throu 
je-A.  'For 

»h  Dec.  31.  2003.  -Fund  rated  for  three  periods  only;  maximum  allowable  grade  A. 
merly  Columbia  Small  Cap-Z.  Sources:  Forbes;  Upper;  Morningstar. 

'F 

jrmerly  Liberty  E< 

(uity  Growth-A.  formerly  Columbia  Special  Fund-A.  'Formerly  Liberty  Select 

A 

FORBES-   February  2,  2004      115 


THE  BEST  WAY  TC 


Old  Way 


the  wis 


,    whether""0""1 

S35SS i 


•  Open  Rate  P  B/W  $172,467 

•  Target:  Adults  Company  Size  1,000+ 

•  Composition:  29.6% 
•Reach:  1,099,000 

•  CPM  $156.93 

Waste  =  $120,726.90 

Source:  MRI,  Spring  2003  Report,  New  Age  Media  Systems 


People  just  don't  get  their  business  information  the  same  way  they  did  10  years  ago. 
Top  executives  now  rate  the  Web  as  their  single  most  important  source  of  business  information. 

Today,  more  affluent  decision-makers  get  their  business  information  from  Forbes.com 
than  any  other  single  source.  That  includes  The  Wall  Street  Journal.2 


i  GartnerG2/Forbesxorn  Survrj  ore/MRI3  Gomscoit  Septemba  2003  4  Sec  Forbes.com  representative  for  the  Brand  liKrcjscC.uannici-dctjils.ind  qualifications 


:each  big  business 


New  Way 


•Total  Spend:  $150,000 

•  Target:  Adults  Company 
Size  1,000+ 

•  Composition:  100% 

•  Reach:  3,000,000 

•  CPM  $50.00 

Waste  =  0 

Source:  Large  Company  Targeting 


Forbes.com  is  the  fastest  growing  source  of  business  information  and  analysis  in  the  world. 
With  nearly  8  million  monthly  unique  visitors  and  company  size  targeting  programs  that 
eliminate  waste,  Forbes.com  offers  advertisers  a  new  way  to  reach  the  world's  business  leaders. 

And  we'll  guarantee  your  advertising  works  or  your  money  back!4 

Want  to  make  change  work  for  you?  Contact  Bill  Flatley, 

V.P.  Chief  Advertising  Officer  today:  212-366-8951.  bflatley@forbes.net. 


Home  Page  for  the 
World's  Business  Leaders 
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5-YEAR 

ANNUALIZED 

1-YEAR 

5-YEAR 

ANNUALIZED 

A* 

D 

Franklin  Flex  Cap  Growth-A 

40.5% 

8.0% 

$1.07 

c 

B 

Jensen  Portfolio 

16.1% 

7.7% 

$0.90 

c 

B 

Franklin  Growth  Fund-A 

28.0 

1.1 

1.06 

D 

C 

JP  Morgan  Growth  &  Income-A 

26.3 

-0.5 

1.30 

D 

A 

Franklin  Mutual-Beacon-A 

29.0 

9.9 

1.15 

•C 

•B 

JP  Morgan  Small  Cap  Equity-A 

36.4 

6.6 

1.38 

D 

A 

Franklin  Mutual-Qualified-A 

30.0 

9.5 

1.15 

A 

C 

Legg  Mason  Special  Invest-P 

54.4 

11.4 

1.83 

D 

A 

Franklin  Mutual-Shares-A 

26.2 

9.1 

1.14 

A 

C 

Legg  Mason  Value  Trust-P 

43.5 

4.4 

1.72 

F 

A+ 

Franklin  Real  Estate  Secs-A 

37.6 

13.2 

0.98 

D 

A* 

Longleaf  Pawners  Fund 

34.8 

10.9 

0.91 

0 

A 

Franklin  Rising  Dividends-A 

23.9 

8.0 

1.37 

D 

A 

Longleaf  Partners  Small-Cap 

43.9 

11.4 

0.95 

A+ 

D 

Franklin  Small-Mid  Cap  Growth-A 

37.7 

6.5 

1.02 

c 

B 

Lord  Abbett  Affiliated  Fund-A 

30.9 

5.7 

0.85 

F 

A 

Franklin  Utilities  Fund-A 

19.3 

3.4 

0.83 

C 

B 

Lord  Abbett  All  Value-A 

31.9 

7.3 

1.42; 

C 

B 

Gabelli  Asset  Fund 

30.6 

7.1 

1.38 

A 

D 

Lord  Abbett  Developing  Growth-A 

40.1 

0.9 

1.29 

A 

0 

Gabelli  Growth  Fund 

31.4 

-2.9 

1.43 

D 

A* 

Lord  Abbett  Mid-Cap  Value-A 

24.9 

14.2 

1.21 

C 

B 

Gabelli  Value  Fund 

30.1 

7.0 

1.40 

•C 

•A 

Lord  Abbett  Small-Cap  Value-A 

44.9 

15.0 

1.41! 

C 

B 

Gartmore  Nationwide-A 

26.7 

-2.2 

1.14 

c 

D 

Lutheran  Brotherhood  Fund-A 

21.4 

-3.8 

1.09; 

F 

A 

Gateway  Fund 

11.6 

4.3 

0.97 

B 

D 

MainStay  Capital  Appreciation-A 

26.6 

-6.0 

1.23 

B 

C 

Goldman  Sachs  Capital  Growth-A 

23.5 

-1.6 

1.40 

C 

B 

MainStay  MAP  Fund-A 

38.4 

8.1 

1.33 

F 

A+ 

Goldman  Sachs  Small  Cap  Value-A 

43.3 

15.6 

1.51 

C 

A 

Mairs  &  Power  Growth  Fund 

26.3 

10.9 

0.781 

B 

D 

Guardian  Park  Avenue-A 

21.0 

-4.7 

0.87 

A 

C 

Managers  Special  Equity 

42.5 

8.9 

1.32 

•D 

•B 

Hancock  Financial  Industries-A 

26.4 

2.3 

1.55 

F 

A 

Merger  Fund 

11.0 

8.1 

1.381 

D 

A* 

Hancock  Regional  Bank-A 

28.4 

5.5 

1.39 

D 

A 

Meridian  Growth 

47.9 

15.2 

0.95 

A 

D 

Hancock  Small  Cap  Growth-A 

30.3 

-0.2 

1.69 

B 

•A 

Meridian  Value  Fund 

34.7 

19.8 

1.11  i 

D 

B 

Hancock  Sovereign  Investors-A 

19.6 

0.1 

1.17 

D 

B 

Merrill  Balanced  Capital-A 

21.2 

2.2 

0.85  i 

A 

D 

Harbor  Capital  Appreciation-lnst 

30.5 

-2.1 

0.68 

C 

B 

Merrill  Basic  Value-A 

32.4 

4.5 

0.65 

•A 

•C 

Hartford  Capital  Appreciation-A 

40.4 

12.8 

1.40 

B 

D 

Merrill  Fundamental  Growth-A 

28.0 

-1.5 

1.18 

•D 

•B 

Hartford  Dividend  &  Growth-A 

25.7 

3.4 

1.40 

C 

A 

Merrill  Healthcare-A 

22.0 

7.1 

158 

•C 

•C 

Hartford  Stock  Fund-A 

25.3 

-1.1 

1.42 

B 

A 

Merrill  Small  Cap  Value-A 

41.7 

16.8 

1.33 1 

C 

A 

Heartland  Value  Fund 

70.2 

20.0 

1.29 

B 

D 

MFS  Capital  Opportunities-A 

27.4 

-1.4 

1.23 

•B 

•A 

Hennessy  Cornerstone  Growth 

45.8 

17.7 

1.10 

•B 

•D 

MFS  Core  Growth-A 

21.4 

-0.6 

1.421 

•D 

•B 

ICAP  Equity 

28.8 

3.9 

0.80 

A 

F 

MFS  Emerging  Growth-A 

31.8 

-6.7 

1.27 

A 

D 

IDEX  Janus  Growth-A 

31.5 

-5.7 

1.66 

A 

D 

MFS  Mass  Invest  Growth  Stock-A 

22.6 

-3.2 

0  94 

D 

B 

Invesco  Core  Equity-A 

23.7 

0.6 

1.23 

C 

C 

MFS  Mass  Investors  Trust-A 

22.1 

-3.2 

0.92) 

A 

D 

Invesco  Dynamics-A 

38.3 

-0.3 

1.24 

A 

D 

MFS  Mid  Cap  Growth-A 

38.0 

2.2 

1.34J 

C 

B 

Invesco  Financial  Services-A 

29.6 

4.6 

1.38 

•B 

•C 

MFS  New  Discovery-A 

34.3 

6.1 

1.58 1 

C 

B 

Invesco  Health  Sciences-A 

27.5 

0.6 

1.41 

B 

D 

MFS  Research  Fund-A 

24.5 

-2.8 

1.081 

B 

B 

Invesco  Leisure-A 

30.4 

11.9 

1.42 

•B 

•D 

MFS  Strategic  Growth-A 

27.3 

-3.0 

1.41 

A 

D 

Invesco  Small  Co  Growth-A 

33.5 

3.0 

1.38 

B 

C 

MFS  Utilities  Fund-A 

36.0 

1.7 

1.11 1 

A+ 

F 

Invesco  Technology-A 

43.9 

-4.7 

1.47 

•D 

•A 

MFS  Value-A 

24.7 

6.5 

1.20  J 

F 

B 

Invesco  Total  Return-A 

16.2 

-0.9 

1.34 

•C 

•B 

MidCap  SPDRs 

34.6 

7.6 

025 

•B 

•C 

Janus  Core  Equity 

23.3 

2.7 

0.92 

B 

D 

MS  American  Opportunities-A 

19.4 

-2.0 

0.89 1 

A+ 

F 

Janus  Enterprise  Fund 

35.8 

-2.0 

0.93 

D 

B 

MS  Dividend  Growth  Secs-A 

27.6 

0.0 

0.771 

B 

D 

Janus  Fund 

31.7 

-2.5 

0.85 

B 

D 

MS  Growth-A 

27.2 

-0.9 

1.18 

A 

C 

Janus  Growth  &  Income 

24.6 

2.3 

0.90 

•A 

•F 

MS  Information-A 

460 

-3.1 

1.55 

A 

D 

Janus  Mercury  Fund 

32.1 

0.0 

0.94 

•D 

•A 

MS  Special  Value-A 

40.1 

12.8 

1.25 

•A 

•D 

Janus  01  'Jtious  Fund 

31.7 

0.1 

0.94 

D 

B 

MS  Strategist-A 

25.7 

3.6 

0.9S 

c 

A 

Janus  Snv  1!  Cap  Value-lnv 

36.8 

15.0 

1.15 

D 

C 

MS  Utihtics-A 

16.4 

-2.6 

0.9E 

A 

0 

Janus  v.* 

25.3 

-5.6 

0.84 

C 

B 

MS  Value-Added  Market- Equity-A 

36.4 

6.8 

0.8E 

A* 

D 

Janus  Veil- 

55.8 

5.4 

0.88 

B 

B 

Muhlenkamp  Fund 

48.1 

12.6 

LIE 

•D 

•A 

Jennison  Equi                utSty-A 

31.3 

12.9 

1.15 

B 

C 

Munder  Index  500  A 

27.9 

-1.2 

0.7C 

•B 

•D 

Jennison  Growth-A 

29.8 

-3.3 

1.17 

•A 

•F 

Munder  NetNet  Fund-A 

68.1 

-9.4 

3.0' 

D 

B 

Jennison  Utility  Fund-A 

31.2 

2.7 

0.87 

•C 

•C 

Nations  LargeCap  Index-lnv  A 

28.0 

-1.2 

0.6(1 

D 

B 

Jennison  Value-A 

4.5 

104 

•B 

•C 

Nations  Small  Company-lnv  A 

37.1 

5.6 

1.41 

Results  throi 

gh  Dec.  31,  2003.  'Fund  rated  for  three  peiiods  only;  maximum  allowable  grade  A.  Sources:  Forbes;  L 

pper;  Morningstar. 
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c 

•B 

Nations  SmaJICap  Index-lnv  A 

37.9% 

7.2% 

$0.65 

D 

B 

Nations  Value-lnv  A 

31.2 

0.5 

1.22 

A 

D 

NB  Focus  Fund-lnv 

64.9 

6.7 

0.90 

D 

A- 

NB  Genesis  Fund-lnv 

31.7 

14.6 

1.08 

C 

c 

NB  Guardian  Fund-lnv 

35.1 

0.9 

0.92 

c 

B 

NB  Partners  Fund-lnv 

35.9 

1.4 

0.90 

D 

C 

Nicholas  Fund 

28.7 

-2.2 

0.75 

B 

•c 

Northern  Growth  Equity 

25.0 

-1.7 

1.00 

D 

B 
B 

A 

Oakmark  Fundi 

25.3 

4.9 

1.14 

•A 

Oakmark  Select  Fund-I 

29  0 

15.4 

1.02 

•B 

Olstein  Financial  Alert 

36.2 

14  4 

2.21 

C 

C 

One  Group  Diversified  Equity-A 

25.5 

-1.8 

1.23 

C 

B 

One  Group  Diversified  Mid-Cap-A 

30.2 

6.1 

1.22 

B 

C 

One  Group  Equity  Index-A 

27.9 

-1.1 

060 

D 

•B 

One  Group  Inv  Growth  &  Income-A 

23.5 

2.6 

050 

C 

•B 

One  Group  Inv  Growth-A 

28  3 

2.0 

050 

B 

•D 

One  Group  Large  Cap  Growth-A 

27.1 

-7.0 

1.24 

D 

C 

One  Group  Large  Cap  Value- A 

293 

0.4 

122 

A 

C 

One  Group  Mid  Cap  Growth-A 

26.5 

40 

1.24 

0 

A 

One  Group  Mid  Cap  Valuc-A 

32.8 

9.0 

124 

D 

•A 

One  Group  Small  Cap  Value-A 

39.0 

12.2 

1.25 

A 

C 

Oppenheimer  Capital  Apprec-A 

29  5 

3.2 

1.17 

A 

0 

Oppenheimer  Discovery  Fund-A 

39  0 

4.1 

1.35 

C 

c 

Oppenheimer  Equity  Fund-A 

26  3 

0.8 

0.96 

B 

0 

Oppenheimer  Growth  Fund-A 

16.9 

-3.1 

1.22 

C 

c 

Oppenheimer  Main  Street-A 

26.9 

-0.2 

0.97 

D 

B 

Oppenheimer  Quest  Value-A 

27.0 

1.4 

159 

A 

F 

PBHG  Growth  Fund 

25.6 

-3  2 

1.42 

D 

A 

Pennsylvania  Mutual-lnv 

40  3 

136 

094 

B 

0 

Phoenix-Engemann  Capital  Grow-A 

25  8 

-85 

129 

C 

•c 

Pimco  CCM  Capital  Appreciation-A 

26  7 

1.6 

1.10 

C 

•c 

Pimco  CCM  Mid-Cap-A 

30  6 

3.8 

1.11 

F 

•A 

Pimco  NFJ  Small-Cap  Value-A 

30.2 

123 

1.25 

B 

D 

Pimco  PEA  Growth-A 

25  2 

-53 

1.16 

A 

•F 

Pimco  PEA  Innovation-A 

58.3 

-67 

1.30 

B 

A 

Pimco  PEA  Renaissance-A 

585 

162 

1.25 

A 

D 

Pimco  PEA  Target- A 

43.2 

4.6 

1.21 

0 

c 

.  B 

Pioneer  Equity  Income-A 

23.1 

1.9 

1.11 

c 

Pioneer  Fund-A 

24.6 

0.4 

1.11 

B 

D 

Pioneer  Growth  Shares-A 

26  2 

-34 

1.39 

D 

A 

Pioneer  Mid  Cap  Value-A 

36  9 

11.0 

1.30 

0 

B 

Pioneer  Value-A 

285 

3.6 

116 

B 

C 

T  Rowe  Price  Blue  Chip  Growth 

29.8 

-0.3 

0.96 

F 

A* 

T  Rowe  Price  Capital  Appreciation 

25.5 

12.7 

0.85 

D 

A 

T  Rowe  Price  Equity  Income 

25.8 

5.5 

0.79 

B 

C 

T  Rowe  Price  Equity  Index  500 

28.3 

-0.8 

0.35 

D 

B 

T  Rowe  Price  Growth  &  Income 

28.2 

1.6 

0.81 

B 

C 

T  Rowe  Price  Growth  Stock 

31.2 

2.2 

0.77 

C 

•B 

T  Rowe  Price  Health  Sciences 

37.5 

9.0 

1.04 

B         T  Rowe  Price  Mid-Cap  Growth 


38.2 


7.5 


0.88 


MARKET 

PERFORMANCE  | 

UP    DOWN 

A      ▼ 


TOTAL  RETURN     ,    ANNUAL 
EXPENSES 
5-YEAR  PER 

1-YEAR    ANNUALIZED         $100 


■O      -A 


A*      F 


A* 


•D 


B        B 


•D 


A*      F 


•B     -C 


•B      -B 


A* 


•A     -D 


A*      F 


•D     -A 


A* 


B        B 


A*    «F 


B        B 


A+ 


A*      D 


T  Rowe  Price  Mid-Cap  Value 


39.0%     13.3% 


T  Rowe  Price  New  America  Growth 


35.2 


-3.0 


T  Rowe  Price  New  Era 


33.2 


11.7 


T  Rowe  Price  New  Horizons 


49.3 


6.7 


T  Rowe  Price  Science  &  Technology 


51.2 


-6.9 


T  Rowe  Price  Small-Cap  Stock 


32.3 


10.1 


T  Rowe  Price  Small-Cap  Value 


36.' 


14.6 


T  Rowe  Price  Spectrum  Growth 


34.1 


3.8 


T  Rowe  Price  Value  Fund 


30.0 


6.8 


Putnam  Asset  Allocation  Growth-A 


29.4 


2.3 


Putnam  Capital  Appreciation-A 


26.8        -2.0 


Putnam  Classic  Equity-A 


24.9 


-0.4 


Putnam  Discovery  Growth-A 


32.5 


-4.5 


Putnam  Equity  Income-A 


26.6 


4.4 


Putnam  Fund  for  Growth  &  Inc-A 


27.2 


1.0 


Putnam  Growth  Opportunities-A 


23.5 


-8.3 


Putnam  Health  Sciences-A 


18.5 


0.2 


Putnam  Investors  Fund-A 


27.6        -5.0 


Putnam  New  Opportunities-A 


Putnam  New  Value-A 


32.7        -4.2 


32.5 


7.1 


Putnam  OTC  &  Emerging  Growth-A 


35.1      -11.6 


Putnam  Research  Fund-A 


25.2 


-0.3 


Putnam  Vista  Fund-A 


33.4        -2.0 


Putnam  Voyager  Fund-A 


24.7 


-l.( 


Royce  Low  Priced  Stock-lnv 


Royce  Opportunity-lnv 


44.0        19.4 


72.9 


21.7 


Royce  Premier  Fund-lnv 


38.7 


12.9 


Royce  Total  Return-lnv 


30.0        12.2 


RS  Diversified  Growth 


57.9        12.4 


RS  Emerging  Growth 


46.7 


6.2 


RS  Partners  Fund 


65.6        21.7 


Russell  Diversified  Equity-S 


28.3 


-2.2 


Russell  Quantitative  Equity-S 


29.3 


0.0 


Russell  Real  Estate  Secs-S 


37.3        14.7 


Russell  Special  Growth-S 


46.3 


8.9 


Rydex  OTC-lnv 


46.2 


-6.1 


Safeco  Core  Equity1 


24.7        -4.2 


Salomon  Brothers  Capital-A 


43.7 


10.0 


Salomon  Brothers  Investors  Value-A 


31.6 


4.7 


Schwab  S&P  500  Fund-Sel 


28.5 


-0.7 


Schwab  Small  Cap  Index-Sel 


43.( 


7.4 


Scudder  Capital  Growth  Fund-A 


26.0 


-3.1 


Scudder-Dreman  High  Return  Equity-A        31.3 


5.8 


Scudder  Equity  500  Index-lnv 


28.3 


-0.9 


Scudder  Growth  &  Income-A 


26.6 


-2.7 


Scudder  Growth-A 


24.5 


-5.9 


Scudde.'  Large  Company  Value-A 


29.5 


2.5 


Scudder  Technology-A 


48.2 


-0.8 


Selected  American  Shares 


30.9 


4.9 


Seligman  Communications  &  Info-A 


42.3 


0.3 


$0.96 


0.99 


0.72 


0.92 


1.11 


0.96 


0.95 


1.35 


1.22 


1.04 


1.26 


1.00 


0.86 


1.25 


1.07 


1.06 


1.09 


1.18 


1.38 


1.15 


1.09 


1.02 


1.49 


1.17 


1.17 


1.20 


1.69 


1.68 


1.97 


1.03 


1.02 


1.19 


1.32 


1.27 


1.01 


1.12 


0.91 


0.19 


0.38 


1.14 


1.27 


0.25 


1.01 


1.00 


1.18 


0.97 


0.94 


1.59 


esults  through  Dec.  31.  2003.  'Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  'Formerly  Safeco  Equity  Fund.  Sources:  Forbes:  Upper:  Morningstar. 
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FUND 

_IQTAL  RETURN 

ANNUAL 

EXPENSES 

PER 

$100 

MARKET 

PERFORMANCE 

UP    DOWN 

A      ▼ 

FUND 

TOTAL  RETURN 

ANNUA 

EXPENS 

PER 

$100 

''FflF 
UP 

1  1-YEAR 

5-YEAR 
ANNUALIZED 

-YEAR 

5-YEAR 
ANNUALIZED 

0       B 

Sentinel  Common  Stock-A 

29.4% 

1.9% 

$1.02 

•D 

•A 

Vanguard  Selected  Value 

35.2% 

9.9%  1 

$0.74 

C       A 

Sentinel  Small  Company-A 

38.1 

14.8 

1.22 

B 

C 

Vanguard  Small-Cap  Index-lnv1 

45.6 

7.6 

0.27 

D        A* 

Sequoia  Fund 

17.1 

4.8 

1.00 

•C 

•B 

Vanguard  Strategic  Equity 

43.8 

11.0 

0.50 

A       C 

SB  Aggressive  Growth-A 

36.6 

11.2 

1.22 

•B 

•C 

Vanguard  Tax-Managed  Capital  Apprec-lnv 

31.7 

0.5 

0.17 

D       B 

SB  Appreciation  Fund-A 

24.7 

3.0 

0.95 

•C 

•C 

Vanguard.Tax  Managed  Growth  &  Inc-lnv 

28.5 

-0.5 

0.17 

D       B 

SB  Capital  &  Income-SB  A 

36.2 

5.0 

1.15 

B 

C 

Vanguard  Total  Stock  Mkt  Index-lnv1 

31.4 

0.5 

0.20 

C       C 

SB  Fundamental  Value-A 

38.9 

7.8 

1.05 

B 

O 

Vanguard  US  Growth-lnv 

26.1 

-11.6 

0.55 

C       C 

SB  Growth  &  Income-SB  A 

30.6 

-1.3 

1.25 

C 

B 

Vanguard  Value  Index-lnv1 

32.2 

1.9 

0.23 

B       C 

SB  Large  Cap  Core-A 

23.4 

-1.6 

1.80 

C 

B 

Vanguard  Windsor  Fund-lnv 

37.0 

7.8 

0.45 

0       B 

SB  Large  Cap  Value-A 

30.0 

-0.4 

0.94 

D 

B 

Vanguard  Windsor  ll-lnv 

30.1 

2.8 

0.42 

C       B 

Sound  Shore  Fund 

31.7 

5.8 

0.98 

•A 

•D 

VanKampen  Aggressive  Growth-A 

39.2 

1.9 

1.62 

B       C 

SPDRs 

28.4 

-0.8 

0.12 

C 

A 

VanKampen  Comstock  Fund-A 

31.0 

6.9 

0.89 

B       C 

SSgA  S&P  500  Index 

28.6 

-0.7 

0.16 

A+ 

D 

VanKampen  Emerging  Growth-A 

27.8 

0.8 

1.15 

•B     -A 

State  St  Research  Aurora  Fund-A 

49.7 

20.5 

1.55 

B 

D 

VanKampen  Enterprise  Fund-A 

25.6 

-5.5 

1.08 

B       D 

State  St  Research  Investment-A 

29.8 

-2.8 

1.11 

C 

B 

VanKampen  Growth  &  Income-A 

27.6 

6.5 

0.85 

D       C 

STI  Classic  Capital  Appreciation-A 

17.7 

-1.4 

1.88 

C 

C 

VanKampen  Pace  Fund-A 

21.6 

-5.4 

1.00 

C       B 

STI  Classic  Growth  &  Income-A 

27.9 

2.0 

1.18 

B 

B 

Victory  Diversified  Stock-A 

35.6 

5.3 

1.12 

D       B 

STI  Classic  Value  Income  Stock-A 

23.3 

1.8 

1.28 

C 

B 

W&R  Advisors  Accumulative-A 

19.6 

3.3 

1.181 

D       B 

Strategic  Partners  Equity  Fund-A 

31.5 

1.0 

0.95 

C 

C 

W&R  Advisors  Core  Investment-A 

17.4 

-0.2 

1.131 

B       C 

Strong  Advisor  Common  Stock-Z 

38.7 

8.8 

1.30 

A 

0 

W&R  Advisors  New  Concepts-A 

33.9 

2.0 

165 

•B     -D 

Strong  Growth  &  Income-lnv 

24.4 

-1.6 

1.40 

A* 

D 

W&R  Advisors  Science  &  Tech- A 

32.0 

7.9 

1.481 

A       D 

Strong  Growth-lnv 

30.1 

0.3 

1.60 

B 

D 

W&R  Advisors  Vanguard  Fund-A 

30.1 

2.1 

1.29 

B       C 

Strong  Opportunity-lnv 

37.5 

6.7 

1.40 

C 

A* 

Wasatch  Core  Growth 

38.5 

17.7 

1.25 

C       B 

Third  Avenue  Value 

37.1 

10.2 

1.07 

B 

A 

Wasatch  Small  Cap  Growth 

37.4 

16.6 

1.25i 

B       A 

Thompson  Plumb  Growth  Fund 

31.9 

10.8 

1.15 

C 

A 

Weitz  Partners  Value 

25.4 

8.8 

1.10* 

•B     *C 

Thornburg  Value  Fund-A 

35.0 

5.9 

1.40 

C 

A 

Weitz  Value  Fund 

28.7 

9.1 

1.08 

B        B 

Torray  Fund 

25.2 

5.4 

1.07 

•C 

•C 

Wells  Fargo  Diversified  Equity-A 

29.1 

0.7 

1.25 

•A     -D 

Turner  Midcap  Growth-I 

49.6 

8.3 

1.16 

•D 

•B 

Wells  Fargo  Equity  Income-A 

26.3 

1.0 

1.10] 

0       A 

Tweedy,  Browne  American  Value 

23.2 

4.1 

1.36 

A+ 

F 

White  Oak  Growth  Stock 

52.6 

-2.8 

1.0C 

•D 

•B 

UBS  Pace  Large  Co  Value  Equity-A 

26.7 

-0.2 

1.21 

•C 

•B 

WM  SAM-Conservative  Growth-A 

27.0 

6.9 

1.0EI 

A 

♦      F 

USAA  Aggressive  Growth 

30.8 

-1.5 

1.18 

•B 

•C 

WM  SAM-Strategic  Growth-A 

31.5 

6.0 

1.11 

325 

0.6(1 

C       B 

USAA  Growth  &  Income  Fund 

29.2 

2.3 

1.09 

Ty[i 

C        D 

USAA  Growth  Fund 

24.9 

-8.4 

1.00 

D 

B 

AAL  Balanced  Fund-A 

8.3 

1.3 

0        B 

USAA  Income  Stock  Fund 

25.8 

2.1 

0.81 

B 

D 

AIM  Balanced  Fund-A 

17.2 

-0.5 

1.01 

•C     -C 

USAA  S&P  500  Index-Member 

28.1 

-0.8 

0.23 

B 

B 

AllianceBernstein  Balanced  Shares-A 

22.8 

5.7 

nil 

•A     -C 

Vanguard  Capital  Opportunity-lnv 

496 

17.8 

0.58 

C 

B 

American  AAdvantage  Balanced-PA 

23.8 

5.0 

0  91 

F        B 

Vanguard  Dividend  Growth 

29.2 

-1.6 

0.34 

B 

C 

American  Century  Balanced-lnv 

19.6 

2.2 

0.911 

D       A 

Vanguard  Energy  Fund-lnv 

33.8 

16.4 

0.40 

D 

A 

American  Century  Strat  Alloc-Con-lnv 

14.7 

5.1 

1.011 

D       B 

Vanguard  Equity  hxwme-lnv 

25.1 

3.2 

0.45 

B 

A 

American  Funds  American  Balanced-A 

22.8 

8.3 

0.71] 

B       C 

Vanguard  Explorer  Fund-lnv 

44.3 

10.4 

0.70 

C 

A 

American  Funds  Income  Fund  of  Amer-A 

25.3 

6.9 

0.6:  i 

B        C 

Vanguard  Extended  Mk'  I'iiiex-lnv1 

43.4 

4.2 

0.26 

B 

D 

AXP  Managed  Allocation-A 

19.8 

1.3 

1.0 

B       C 

Vanguard  500  Index-lnv1 

28.5 

-0.6 

0.18 

B 

D 

AXP  Mutual  Fund-A 

19.5 

-3.3 

0.9  i 

B       C 

Vanguard  G-  owth  &  Incoi  1 1 

30.1 

0.7 

0.46 

A 

B 

Calamos  Convertible  Fund-A 

25.0 

10.6 

A       D 

Vanguard  Growth  Equity 

38.6 

-3.9 

054 

A* 

B 

Calamos  Growth  &  Income-A 

27.6 

14.3 

1.3 1 

B        D 

Vanguard  Growth  Index-lnv1 

25.9 

-3  5 

0.23 

c 

D 

Calvert  Social  Inv-Balanced-A 

17.5 

0.3 

1.2 

B        A 

Vanguard  Health  ( 

26.6 

12.4 

0.29 

c 

D 

Columbia  Balanced-A 

18.1 

1.6 

1.4 

•C     «B 

Vanguard  UfeStrategy  '..   ■    \  Fund 

28.5- 

18 

0.29 

c 

D 

Columbia  Liberty  Fund-A 

17.4 

0.1 

1.1 

B       D 

Vanguard  Morgan  Gi 

33; 

0.7 

0  50 

B 

A 

Dodge  &  Cox  Balanced  Fund 

24.4 

11.4 

0.5 

A       C 

Vanguard  Primecap  Fund 

37.8 

5.9 

0.51 

B 

D 

Drydcn  Active  Allocation-A2 

25.5 

2.8 

1.1 

•F     «A 

Vanguard  REIT  Index-lnv 

35.7 

13.9 

0.27 

C 

C 

Evergreen  Balanced-A 

17.3 

1.7 

0.9 

Results  throi 
Sources:  For 

V 

gh  Dec.  31.  2003  -Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  'May  impose  annu< 
ies;  Upper;  Morningstar. 

il  $10  account  maintenance  fee.  formerly  Oryden  Active  Balanced-A 

s 
II 
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.  TOTAL  RETUflN         ANNUAL 
EXPENSES 
5-YEAR  PER 

1-YEAR    ANNUALIZED  $100 


:     d 

Evergreen  Foundation  Fund-A 

16.9% 

0.0% 

$1.41 

:     d 

Fidelity  Adv  Balanced-T 

17.6 

0.7 

1.23 

3       C 

Fidelity  Asset  Manager 

17.2 

3.8 

0.75 

B       B 

Fidelity  Balanced  Fund 

28.2 

6.6 

0.70 

V      D 

Fidelity  Convertible  Securities 

28.3 

11.4 

0.88 

3       A 

Fidelity  Freedom  2000 

9.2 

4.6 

0.70 

;     b 

Fidelity  Freedom  2010 

17.1 

4.6 

0.81 

1       D 

Fidelity  Freedom  2020 

24.9 

3.6 

0.88 

1       0 

Fidelity  Freedom  2030 

28.4 

2.7 

0.91 

A- 

Fidelity  Freedom  Income 

7.3 

4.5 

0.67 

:     b 

Fidelity  Puritan  Fund 

22.2 

4.3 

0.66 

1       D 

First  American  Balanced-A 

18.2 

1.2 

105 

1       A* 

Franklin  Income  Fund-A 

31.0 

9.3 

0.73 

:     c 

Hartford  Advisers  Fund-A 

178 

1.9 

1.36 

:     b 

Janus  Balanced  Fund 

137 

4.0 

0.86 

t       B 

MainStay  Convertible-A 

22  4 

90 

1.37 

1       D 

MainStay  Total  Return  Fund-A 

19  0 

-0  8 

1.30 

1       A 

MFS  Total  Return-A 

16  9 

6.0 

0.92 

1       B 

Nations  Convertible  Secs-lnv  A 

259 

8.8 

122 

1       A* 

Oakmark  Equity  &  Income  -1 

23  2 

13.0 

0  93 

B 

One  Group  Investor  Balanced-A 

181 

34 

0.49 

A 

One  Group  Inv  Conservative  Growth  A 

11.9 

39 

0.49 

1      C 

Oppenheimer  Capital  Income-A 

33.5 

4.1 

0.93 

1     c 

Oppenheimer  Convertible  Secs-A 

22.9 

5.5 

0.99 

I     c 

Oppenheimer  Multiple  Strategies-A 

23  9 

5.8 

1.11 

I       D 

Oppenheimer  Quest  Balanced  Value-A 

30  6 

5.3 

1.51 

B 

Oppenheimer  Quest  Oppor  Value-A 

219 

2.8 

1.52 

1      B 

Pax  World  Balanced  Fund 

173 

3.8 

0  95 

1       C 

Phoenix-Oakhurst  Balanced  Fund-A 

18.6 

3.4 

1.02 

c 

T  Rowe  Price  Balanced  Fund 

217 

3.8 

079 

B 

T  Rowe  Price  Personal  Strategy  Bal 

24  4 

5.0 

090 

D 

Putnam  Asset  Allocation  Balanced-A 

21.4 

2.8 

1.20 

1       A 

Putnam  Asset  Allocation  Conserv-A 

16.1 

4.1 

1.39 

D 

Putnam  Convertible  Income-Growth-A 

318 

4.2 

1.08 

1       B 

George  Putnam  Fund  of  Boston- A 

174 

3.4 

0.99 

C 

Schwab  MarketTrack  Balanced 

21.0 

3.3 

0.50 

D 

Scudder  Balanced-S 

17.1 

0.7 

0.78 

♦  v 

Scudder  Flag  Inv  Value  Builder-A 

30.8 

4.4 

1.11 

c 

Scudder  Lifecycle  Long  Range-lnv 

19.4 

2.0 

1.00 

D 

Scudder  Total  Return-A 

17.2 

0.5 

1.00 

D 

SB  Dividend  and  Income-A1 

22.2 

0.5 

1.05 

C 

State  St  Research  Asset  Allocation-A 

25.4 

6.2 

1.43 

F 

UBS  Tactical  Allocation-A 

27.5 

-0.1 

0.98 

D 

Vanguard  Asset  Allocation-lnv 

26.4 

2.3 

0.43 

C 

Vanguard  Balanced  Index-lnv2 

19.9 

3.2 

0.22 

♦      C 

Vanguard  Convertible  Securities 

31.6 

9.4 

0.95 

A 

Vanguard  LifeStrategy  Conservative  Gr 

16.6 

4.2 

0.28 

C 

Vanguard  LifeStrategy  Moderate  Growth 

22.4 

3.1 

0.28 

B 

Vanguard  STAR  Fund 

22.7 

5.7 

0.43 

Vanguard  Wellesley  Income-lnv 


9.7 


6.5 


0.30 


MA 

RKET 
RMANCE 
DOWN 

▼ 

FUND 

I0.TALRET1JRN 

ANNUAL 

EXPENSES 

PER 

$100 

UP 

▲ 

1-YEAR 

5-YEAR 

ANNUALIZED 

C 

B 

Vanguard  Wellington  Fund-lnv 

20.7% 

6.2% 

$0.36 

B 

B 

VanKampen  Equity  &  Income-A 

22.2 

7.7 

0.82 

D 

A+ 

W&R  Advisors  Asset  Strategy-A 

10.9 

8.6 

1.36 

A+ 

F 

W&R  Advisors  Retirement-A 

25.7 

3.4 

1.28 

B 

D 

Wells  Fargo  Asset  Allocation-A 

22.2 

1.8 

1.09 

B 

C 

Wells  Fargo  Growth  Balanced-A 

23.2 

3.9 

1.15 

A 

C 

WM  SAM-Balanced-A 

21.3 

6.8 

1.04 

A* 


B        A* 


A+      F 


AIM  Global  Aggressive  Growth-A 


39.2 


2.8 


AIM  Global  Growth  A 


26.9 


-3.4 


AIM  Global  Health  Care-A 


21.4 


9.5 


American  Century  Global  Gold-lnv 


46.7        20.2 


American  Century  Global  Growth-lnv 


34.5 


6.9 


American  Funds  Cap  World  Grow  &  Inc-A    39.1 


9.6 


American  Funds  New  Perspective-A 


3GJ. 


6.5 


American  Funds  Smallcap  World-A 


50.4 


5.7 


AXP  Global  Equity-A3 


25.2 


-4.! 


Dreyfus  Premier  WW  Growth-A 


27.4        -0.3 


Eaton  Vance  WW  Health  Sciences-A 


30.5        15.2 


Evergreen  Global  Leaders-A 


22.9 


-1.6 


Evergreen  Precious  Metals-A 


6G.1 


26.6 


Fidelity  Adv  Natural  Resources-T 


29.6        11.6 


Fidelity  Select-Gold 


Fidelity  Worldwide  Fund 


32.1 


19.2 


38.4 


4.9 


First  Eagle  Global-A 


37.6        17.0 


First  Eagle  Gold-A 


39y 


28.6 


First  Investors  Global  Fund-A 


28.8        -0.3 


Franklin  Gold  &  Precious  Metals-A 


52.3 


21.9 


Franklin  Mutual -Discovery  A 


31.1 


11.2 


Fremont  Global  Fund 


22.8 


Hartford  Global  Leaders-A 


34.9 


4.0 


IDEX  Janus  Global  A 


22.6 


-1.7 


Invesco  Adv  Health  Sciences-A4 


26.7 


0.4 


Janus  Global  Life  Sciences 


27.4 


9.4 


Janus  Global  Technology 


47.1 


1.5 


Janus  Worldwide  Fund 


24.2 


-0.6 


Jennison  Global  Growth-A 


33.5 


-0.2 


Merrill  Global  Allocation-A 


36.0 


12.0 


Merrill  Global  Growth-A 


34.5 


-3.8 


Merrill  Global  SmallCap-A 


47.8        20.6 


Merrill  Global  Value-A 


40.0 


0.0 


MFS  Global  Equity-A 


27.5 


2.6 


MFS  Global  Growth-A 


34.0 


4.1 


MFS  Global  Total  Return-A 


22.4 


4.5 


MS  Global  Advantage-A 


31.2        -3.6 


MS  Global  Dividend  Growth  Secs-A 


32.0 


3.6 


MS  Global  Utilities-A 


19.9 


-0.4 


Oppenheimer  Global  Fund-A 


43.1        10.0 


Oppenheimer  Global  Opps-A 


57.2 


11.4 


Oppenheimer  Gold  &  Special  Mins-A 


59.7        21.7 


2.00 


1.95 


1.86 


0.69 


1.32 


0.82 


0.82 


1.17 


1.39 


1.32 


1.61 


1.50 


1.18 


1.24 


1.34 


1.67 


1.98 


1.09 


1.39 


0.95 


1.61 


1.65 


0.89 


0.96 


0.87 


1.46 


1.19 


1.42 


1.58 


1.31 


1.62 


1.57 


1.53 


1.31 


1.19 


1.15 


1.23 


1.36 


1.40 


suits  through  Dec.  31,  2003.  'Formerly  Smith  Barney  Balanced-A.  2May  impose  annual  $10  account  maintenance  fee.  formerly  AXP  Global  Growth-A.  "Formerly  Invesco  Adv  Global  Health 
ences-A.  Sources.  Forbes;  Upper;  Morningstar. 
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$100 

HLR,- 
UP 

A 

1-YEAR    1 

5-YEAR 

ANNUALIZED 

1-YEAR 

5-YEAR 

ANNUALIZED 

D       B 

Oppenheimer  Quest  Intl  Value-A 

35.2% 

4.1% 

$1.66 

•  c    • 

A 

Dreyfus  Premier  Emerging  Markets-A 

52.5% 

17.7%    | 

$1.96 

C 

B 

Pimco  RCM  Global  Healthcare-A 

29.0 

12.7 

1.60 

•D     • 

A 

Dreyfus  Premier  Intl  Value-A 

38.6 

5.3 

1.54 

D 

B 

Purisima  Total  Return 

35.3 

4.8 

1.50 

C 

A 

Evergreen  Emerging  Markets  Growth-A 

57.7 

9.6 

1.79 

B        F 

Putnam  Global  Equity-A 

28.9 

-4.0 

0.90 

D 

B 

Evergreen  International  Equity-A 

30.7 

2.5 

1.12 

C       A 

RS  Contrarian  Value 

66.0 

18.7 

1.74 

C 

F 

Federated  international  Equity-A 

34.0 

-0.9 

1.72 

A       D 

Scudder  Global  Discovery-A 

49.9 

6.7 

1.75 

•A     ■ 

D 

Federated  International  Small  Co-A 

53.9 

6.8 

2.07 

D       C 

Scudder  Global  Fund-A 

31.9 

1.8 

1.66 

B 

D 

Fidelity  Adv  Overseas-T 

44.1 

1.2 

1.68 

B        A* 

Scudder  Gold  &  Precious  Metals-A 

94.2 

30.2 

1.93 

•B     • 

C 

Fidelity  Aggressive  International 

42.7 

4.9 

1.54 

A*      F 

Seligman  Global  Technology-A 

36.1 

1.5 

1.81 

•C     « 

C 

Fidelity  China  Region 

45.5 

11.0 

1.32 

A       B 

State  St  Research  Global  Resources-A 

60.2 

28.3 

1.61 

A     • 

A 

Fidelity  Diversified  International 

42.4 

9.0 

1.22 

B       C 

Templeton  Capital  Accumulator-A 

38.1 

5.9 

1.12 

D 

D 

Fidelity  Emerging  Markets 

48.8 

9.1 

1.44 

C       C 

Templeton  Global  Opportunities-A 

36.7 

3.7 

1.46 

•C     « 

B 

Fidelity  Europe  Capital  Appreciation 

36.9 

3.3 

1.37 

C 

c 

Templeton  Global  Smaller  Cos-A 

53.4 

6.8 

1.46 

A 

C 

Fidelity  Europe  Fund 

46.9 

-0.2 

1.20 

C 

B 

Templeton  Growth  Fund-A 

32.9 

9.9 

1.13 

C 

B 

Fidelity  Intl  Growth  &  Income 

43.3 

7.1 

1.14 

C       C 

Templeton  World  Fund-A 

33.4 

5.8 

1.11 

C     - 

D 

Fidelity  Japan  Fund 

37.0 

5.6 

1.50 

D       B 

Tweedy,  Browne  Global  Value 

24.9 

8.1 

1.37 

•A     < 

D 

Fidelity  Japan  Smaller  Cos 

60.9 

16.9 

1.19 

F       A 

UBS  Global  Allocation  A 

27.5 

6.3 

1.35 

A+ 

C 

Fidelity  Latin  America 

65.8 

9.5 

1.44 

D       C 

UBS  Global  Equity-A 

29.0 

2.0 

1.25 

B 

D 

Fidelity  Overseas  Fund 

44.3 

1.6 

1.21 

C       B 

US  Global  World  Precious  Minerals1 

92.7 

15.5 

1.92 

D 

A 

Fidelity  Pacific  Basin 

38.7 

7.8 

1.51. 

D       B 

USAA  Cornerstone  Strategy 

23.7 

3.7 

1.19 

B 

D 

Fidelity  Southeast  Asia 

52.3 

11.6 

1.54. 

B       A 

USAA  Precious  Metals  &  Minerals 

71.4 

27.9 

1.47 

•D 

B 

Fifth  Third  International  Equity-A 

33.4 

0.2 

1.67  i 

C       C 

USAA  World  Growth  Fund 

27.7 

0.6 

1.53 

•B 

•D 

First  American  International-A 

36.1 

1.4 

1.60' 

D       A 

Van  Eck  Intl  Investors  Gold-A 

44.3 

17.7 

1.96 

•D 

•A 

First  Eagle  Overseas-A 

41.4 

18.7 

1.40" 

C       B 

Vanguard  Global  Equity 

44.5 

10.6 

1.19 

•C 

•A 

Franklin  Mutual-European-A 

32.3 

14.0 

1.401 

B       A 

Vanguard  Precious  Metals 

59.4 

24.6 

0.60 

•C 

•C 

Goldman  Sachs  Intl  Equity-A 

33.9 

-1.2 

1.80i 

C 

c 

VanKampen  Global  Eq  Allocation-A 

28.2 

-0.1 

1.70 

A+ 

A 

Harbor  International-lnv 

40.3 

6.3 

0.89) 

C 

A+ 

VanKampen  Global  Franchise-A 

26.5 

15.8 

1.62 

•D 

•F 

Harbor  International  Growth-lnst 

27.5 

-12.0 

0.95* 

D       B 

VanKampen  Global  Value  Equity-A 

28.8 

1.9 

1.67 

•C 

■B 

Harding  Loevner  International  Equity 

27.0 

2.2 

1.00) 

•A 

•C 

ING  International  SmallCap  Growth-A 

44.7 

10.0 

1.954 

B       D 

AIM  Developing  Markets-A 

54.7 

8.2 

1.84 

•A 

•A 

ING  International  Value-A 

47.8 

10.1 

1.76 

B     «C 

AIM  International  Growth-A 

27.8 

-0.4 

1.70 

•C 

•A 

iShares-MSCI  Canada  Index 

53.3 

11.5 

0.841 

, 

•  B     *B 

AHianceBemstein  Worldwide  Priv-A 

44.7 

5.3 

2.29 

•D 

•B 

iShares-MSCI  Hong  Kong  Index 

36.8 

3.6 

0.841 

•D     *A 

American  AAdvantage  Intl  Equity-PA 

41.8 

4.4 

1.04 

•B 

•D 

iShares-MSCI  Japan  Index 

35.5 

-0.8 

0.84 

•A     «B 

American  Century  Intl  Discovery-lnv 

51.4 

10.8 

1.53 

•A 

•D 

Janus  Overseas  Fund 

36.8 

3.9 

0.91' 

1 

B     *D 

American  Century  Intl  Growth-lnv 

25.4 

0.7 

1.25 

O 

F 

Japan  Fund 

58.1 

9.0 

1.571 

B       B 

American  Funds  EuroPacific  Growth-A 

32.9 

5.4 

0.90 

•A 

•A 

Julius  Baer-lnternational  Equity-A 

35.9 

11.5 

1.511 

•A     «C 

Artisan  International-lnv 

29.1 

7.4 

1.20 

C 

B 

Lazard  Emerging  Markets-Open 

54.6 

10.1 

1.60 

•D     *C 

AXP  Emerging  Markets-A 

40.6 

9.5 

2.05 

D 

•B 

Lazard  International  Equity-Open 

29.3 

-0.9 

1.21 

D       D 

AXP  International  Fund-A 

27.3 

-4.9 

1.54 

•D 

•A 

Lazard  International  Small  Cap-Open 

41.7 

8.6 

1.43. 

•C     «C 

BB&T  International  Equity-A 

24.4 

-2.2 

1.63 

•B 

•C 

Marshall  International  Stock-Y 

34.8 

1.8 

1.541 

•  C     *B 

Bernstein  Emerging  Markets  Value2 

76.9 

17.1 

1.73 

•D 

•A 

Matthews  Asian  Growth  &  Inc 

386 

21.7 

1.691 

C     -A 

Bernstein  Tax-Mgd  International23 

38.8 

5.3 

1.25 

D 

•C 

Matthews  Korea  Fund 

33.3 

19.3 

1.72 

B     «B 

Wm  Blair  International  Growth-N 

42.2 

13.4 

1.51 

A 

C 

Matthews  Pacific  Tiger  Fund 

60.2 

17.6 

1.75 

•  c    -c 

Calvert  World  Values-lntl  Equity-A 

29.0 

-1.8 

205 

B 

A 

Merrill  EuroFund-A 

34.7 

3.9 

1.31 

A     «C 

Columbia  Acorn  International-A 

46.9 

6.6 

1.56 

•D 

•C 

Merrill  International  Equity-A 

28.8 

0.2 

1.53 

C     «D 

Columbia  International  Equity-A 

33.8 

-2.5 

1.63 

C 

A 

Merrill  International  Value-A 

381 

5.2 

1.32 

C     «C 

Columbia  International  Stock-A 

32.2 

2.0 

190 

D 

A* 

Merrill  Pacific-A 

37.5 

6.2 

1.21 

•B     «D 

Columbia  Newport  Tiger-A 

44  G 

8.9 

180 

•B 

•B 

MFS  Research  International-A 

32.6 

5.6 

u. 

•B     «C 

Credit  Suisse  International  Focus-Corn 

334 

3.2 

147 

A* 

B 

MS  European  Growth-A 

290 

1.1 

1.3! 

D     «A 

Delaware  International  Value  Equity-A 

40.0 

4.2 

2.13 

D 

C 

MS  Pacific  Growth-A 

41.6 

3.9 

1.8i 

Results  thro 
Tax-Manage 

jgh  Dec.  31.  2003.  "Fund  rated  tor  three  periods  only;  maximum  allowable  grade  A. 
i  International  Value    Sources:  Forbes;  Upper;  Morningslar. 
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osing  tc 

e  of  $10.  'May  impose  annual  $100  maintenance  fee.  formerly  Bernstein 
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„IQIALBiTLffltL_,    ANNUAL 
!  EXPENSES 
5-YEAR    !       PER 
1-YEAR    ANNUALIZED  !        $100 


D 

A 

•B 

Nations  International  Equity-lnv  A 

34.1% 

1.5% 

$1.43 

A 

D 

W&R  Advisors  Intl  Growth-A 

21.5% 

-2.0% 

$1.75 

•A 

Nations  International  Value-lnv  A 

50.4 

113 

1.42 

8 

•C 

Northern  International  Growth  Equity 

42.1 

0.2 

1.26 

A 

D 

AllianceBernstein  Bond-US  Govt-A 

0.7 

4.8 

1.09 

B 

•A 

Oakmark  International  Fund-I 

38.0 

13  5 

1.25 

C 

B 

American  Century  GNMA-lnv 

2.0 

5.8 

0.59      ! 

A 

•A 

Oakmark  International  Small  Cap-I 

52.4 

18.0 

1.57 

C 

B 

American  Funds  Bond  Fund  of  America-A 

12.2 

6.8 

0.71 

0 

•C 

Old  Westbury-lnternational  Fund 

38.6 

0.3 

1.36 

C 

B 

American  Funds  Int  Bond  Fund  of  Amer-A 

2.6 

5.5 

0.70 

B 
B 

•C 

One  Group  Diversified  Intl-A 

38.1 

0.8 

1.33 

C 

C 

American  Funds  US  Govt  Securities-A 

1.8 

5.4 

0.76 

•  c 

One  Group  Inti  Equity  Index-A 

42.0 

0.2 

1.09 

F 

A* 

AMF- Adjustable  Rate  Mortgage 

1.5 

4.5 

0.45 

B 

•A 

Oppenheimer  Developing  Mkts-A 

65.2 

215 

1.76 

C 

C 

AXP  Diversified  Bond-A 

4.7 

4.8 

0.97 

A 

•D 

Oppenheimer  International  Grow-A 

53.2 

4.5 

156 

D 

B 

AXP  Short  Duration  US  Govt-A 

1.0 

4.1 

0.95 

B 

C 

Pioneer  Emerging  Markets-A 

57.1 

12.3 

2.58 

C 

C 

Bernstein  Intermediate  Duration2 

5.1 

5.7 

0.61 

B 

•A 

Preferred  International  Value 

39  0 

7.2 

1.03 

B 

C 

BlackRock  Core  Bond  Total  Return-lnv  A 

3.8 

6.2 

0.90 

B 

•c 

T  Rowe  Price  Emerging  Mkts  Stock 

52  3 

135 

1.51 

D 

B 

BlackRock  Low  Duration  Bond-lnv  A 

1.6 

5.1 

0.90 

B 

B 

T  Rowe  Price  European  Stock 

36.6 

-0  3 

1.11 

B 

A 

Calvert  Income-A 

13.6 

8.9 

1.21 

A 

C 

T  Rowe  Price  International  Discovery 

65.3 

17.6 

1.44 

C 

B 

Columbia  Strategic  Income-A 

19.3 

6.0 

1.23 

C 

c 

T  Rowe  Price  International  Stock 

31.3 

-1.3 

0.92 

B 

C 

Dodge  &  Cox  Income  Fund 

6.0 

7.3 

0.45 

C 

D 

T  Rowe  Price  New  Asia 

53.5 

11.6 

1.17 

C 

C 

Eaton  Vance  Govt  Obligations-A 

-0.4 

5.2 

1.11 

c 

C 

Principal  International  Fund-A 

32.4 

-1.1 

1.57 

F 

A* 

Eaton  Vance  Prime  Rate  Reserves 

7.4 

4.0 

1.26 

A 

B 

Putnam  Europe  Equity-A 

31.5 

-1.0 

1.43 

F 

A* 

EV  Classic  Senior  Floating-Rate 

7.2 

3.9 

1.41 

A 

•C 

Putnam  Intl  Capital  Opportunities-A 

383 

80 

1.65 

C 

B 

Federated  Fund  for  US  Govt  Secs-A 

2.9 

5.8 

0.88 

A* 

B 

Putnam  International  Equity-A 

28.1 

4.5 

1.22 

F 

A 

Federated  Ultrashort  Bond-IS 

1.1 

3.9 

0.82 

C 

•B 

Putnam  Intl  Growth  &  Incomc-A 

380 

3.3 

1.41 

C 

C 

Fidelity  Adv  Intermediate  Bond-T 

4.6 

6.3 

0.95 

A 

•  F 

Putnam  Intl  New  Opportunities-A 

333 

0.9 

1.71 

C 

A 

Fidelity  Adv  Strategic  Income-T 

19.1 

8.7 

1.13 

0 

B 

Russell  Emerging  Markets-S 

582 

7.8 

2.14 

c 

B 

Fidelity  Ginnie  Mae 

2.2 

6.0 

0.57 

D 

C 

Russell  International  Secs-S 

381 

0.9 

147 

A 

D 

Fidelity  Government  Income 

2.2 

5.9 

0.65 

C 

•  c 

Schwab  International  Index-Sel 

36  5 

-0.4 

047 

c 

B 

Fidelity  Intermediate  Bond 

5.0 

6.7 

0.64 

A 

•B 

Schwab  International  MarketMasters 

439 

86 

0.99 

B 

C 

Fidelity  Investment  Grade  Bond 

4.7 

6.4 

0.66 

B 

•C 

Scudder  Greater  Europe  Growth- A 

32.2 

-1.2 

1.66 

C 

B 

Fidelity  Mortgage  Securities 

3.6 

6.6 

0.63 

A 

•D 

Scudder  International  Equity-lnv 

30.1 

-3.2 

1.50 

D 

A 

Fidelity  Short-Term  Bond 

3.6 

5.8 

0.57 

C 

0 

Scudder  International  Fund-A 

275 

-0  3 

1.49 

B 

C 

Fidelity  Spartan  Invest  Grade  Bond 

5.0 

6.6 

0.50 

B 

A 

Scudder  Latin  America-A 

54  5 

9.1 

2.18 

B 

A 

Fidelity  Strategic  Income 

18.6 

8.9 

0.84 

0 

D 

SB  International  All  Cap  Growth  A 

25.4 

-5.4     1 

1.37 

B 

D 

First  American  Core  Bond-A 

3.9 

5.4 

0.95 

C 

B 

SSgA  Emerging  Markets 

54  0 

11.1 

1.25 

C 

C 

First  American  Intermed  Term  Bond-A 

3.9 

5.9 

0.75 

B 

•C 

STI  Classic  Intl  Equity  Index-A 

398 

-1.0 

149 

C 

B 

Franklin  US  Government  Secs-A 

1.8 

5.8 

0.70 

F 

•B 

STI  Classic  International  Equity-A 

361 

-0.6 

1.83 

F 

A 

Goldman  Sachs  Ultra-Sh  Duration  Govt-A 

1.1 

4.3 

0.88 

D 

•B 

Strategic  Partners  Intl  Value-A 

27.9 

1.1 

1.64 

B 

C 

Hancock  Bond  Fund-A 

7.6 

6.2 

1.12 

C 

B 

Templeton  Developing  Markets-A 

53.1 

8.7 

2.24 

C 

B 

Hancock  Strategic  Income-A 

16.9 

6.6 

0.95 

□ 

*  A 

Templeton  Foreign  Fund-A 

305 

8.0 

1.22 

A 

C 

Harbor  Bond-lnst 

5.3 

7.1 

0.58 

D 

•A 

Templeton  Foreign  Smaller  Cos-A 

46.7 

9.8 

1.63 

B 

D 

Janus  Flexible  Income 

6.4 

5.7 

0.81 

B 

•D 

UBS  Pace  International  Eq-A 

39.3 

-1.4 

1.58 

D 

B 

JP  Morgan  Short  Term  Bond  ll-A 

1.3 

4.6 

0.75 

0 

•A 

UMB  Scout  Worldwide 

33.1 

3.8 

1.14 

A 

B 

Loomis  Sayles  Bond-Ret 

28.8 

10.1 

1.00 

C 

A 

USAA  International  Fund 

31.9 

3.3 

1.42 

B 

D 

Merrill  Bond-Core  Bond-A 

4.5 

5.5 

0.85 

c 

B 

Vanguard  Emerging  Mkts  Stock  ldx-lnvl 

57.6 

10.7 

0.57 

c 

B 

Merrill  US  Government  Morfgage-A 

2.3 

6.0 

0.95 

8 

B 

Vanguard  European  Stock  Index-lnv1 

38.7 

-0.6 

0.33 

D 

A 

Metropolitan  West  Total  Ret-M 

13.9 

6.6 

0.65 

A 

•B 

Vanguard  International  Explorer 

57.4 

14.2 

1.04 

A 

D 

MFS  Bond  Fund-A 

9.5 

6.4 

0.92 

: 

C 

Vanguard  International  Growth-lnv 

34.4 

0.7 

0.69 

B 

D 

MFS  Government  Securities-A 

1.5 

5.3 

0.93 

3 

B 

Vanguard  International  Value 

41.9 

3.6 

0.65 

B 

C 

MS  US  Government  Securities-A 

1.5 

5.6 

0.75 

F 

A 

Vanguard  Pacific  Stock  Index-lnv1 

384 

j. 5 

0.40 

8 

D 

Nations  Bond-lnv  A 

4.6 

5.5 

0.92 

E 

•B 

Vanguard  Total  Intl  Stock  Index1 

40.3 

0.8 

0.37 

A 

D 

One  Group  Bond  Fund-A 

3.8 

6.5 

0.85 

3 

D 

VanKampen  Emerging  Markets-A 

55.1 

11.1 

2.29 

B 

C 

One  Group  Income  Bond-A 

5.4 

5.8 

0.89 

esi 
air 

Its  throu 
tenance 

gh  Dec.  31.  2003.  -Fund  rated  for  three  periods  only;  maximum  allowable  grade  A. 
fee.  Sources:  Forbes;  Upper;  Morningstar. 
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RETURN 

L'1  ^HHB 

ANNUAL     1 
EXPENSES  1 
PER 
$100 

r  m 

1KET 
IMANCE  J 
DOWN 
▼ 

FUND 

TOTAL 

MARKET 

PERFORMANCE 

UP    DOWN 

▼ 

TOTAL  RETURN 

ANNUAL 

EXPENSE 

PER 

$100 

PER? 01 
UP 

i-YEAR 

5-YEAR 

ANNUALIZED 

FUND                                                               1-YEAR 

5-YEAR 
ANNUALIZED 

c 

C 

One  Group  Intermediate  Bond-A 

3.8% 

6.2% 

$0.83 

B 

D 

Evergreen  Municipal  Bond-A 

5.0% 

4.3% 

$0.83 

0 

A 

One  Group  Ultra  Short-Term  Bond-A 

1.9 

4.7 

0.70 

C 

B 

Evergreen  Pennsylvania  Muni-A 

4.3 

4.7 

0.65 

0 

B 

Oppenheimer  Limited  Term  Govt-A 

1.3 

4.7 

0.88 

B 

B 

Fidelity  Spartan  Calif  Muni  Income 

4.9 

5.4 

0.48 

D 

A 

Oppenheimer  Strategic  Income-A 

19.6 

7.1 

0.95 

C 

A 

Fidelity  Spartan  Intermed  Muni  Income 

5.3 

5.5 

0.45 

B 

C 

Oppenheimer  US  Govemment-A 

1.8 

5.7 

1.01 

A 

C 

Fidelity  Spartan  Mass  Muni  Income 

5.3 

5.7 

0.48 

0 

B 

Pimco  Low  Duration-A 

2.5 

5.3 

0.90 

A 

C 

Fidelity  Spartan  Municipal  Income 

5.8 

6.1 

0.48 

A* 

C 

Pimco  Real  Return  Fund-A 

8.0 

10.2 

0.91 

A 

C 

Fidelity  Spartan  NY  Muni  Income 

5.5 

5.9 

0.49 

F 

A 

Pimco  Short-Term-A 

2.1 

4.3 

0.86 

D 

A 

Fidelity  Spartan  Short-lntermed  Muni 

3.0 

4.6 

0.49 

A 

C 

Pimco  Total  Return-A 

5.1 

6.8 

0.90 

A* 

F 

First  Investors  Insured  Tax-Exempt-A 

4.5 

5.1 

1.03 

C 

C 

T  Rowe  Price  GNMA  Fund 

2.4 

6.0 

0.70 

C 

C 

Franklin  Arizona  T-F  Income-A 

6.4 

4.6 

0.63 

B 

C 

T  Rowe  Price  New  Income 

5.6 

6.1 

0.74 

C 

B 

Franklin  Calif  Insured  T-F  Income-A 

4.9 

5.1 

0.61 

C 

B 

T  Rowe  Price  Spectrum  Income 

15.0 

6.7 

0.78 

C 

B 

Franklin  California  T-F  Income-A 

4.6 

4.9 

0.57 

B 

D 

Putnam  American  Govt  Inc-A 

1.8 

4.9 

1.00 

D 

B 

Franklin  Federal  T-F  Income-A 

5.8 

4.9 

0.61 

0 

A 

Putnam  Diversified  Income  Trust-A 

19.0 

6.1 

0.96 

C 

B 

Franklin  Florida  T-F  Income-A 

5.4 

5.3 

0.61 

C 

D 

Putnam  Income  Fund-A 

4.6 

5.2 

0.92 

D 

A 

Franklin  High  Yield  T-F  Income-A 

8.0 

4.2 

0.62 

c 

B 

Putnam  US  Govt  Income-A 

1.9 

5.3 

0.88 

B 

B 

Franklin  Insured  T-F  Income-A 

5.4 

5.3 

0.62  ' 

c 

B 

Scudder  GNMA  Fund-AARP 

2.2 

5.7 

0.70 

C 

B 

Franklin  Mich  Ins  T-F  Income-A 

5.0 

5.4 

0.64  j 

F 

A+ 

Scudder  PreservationPlus  Inc-A 

3.8 

5.5 

1.25 

B 

C 

Franklin  NJ  T-F  Income-A 

4.8 

5.1 

0.65 

c 

B 

Scudder  US  Government  Secs-A 

2.0 

5.5 

0.84 

D 

A 

Franklin  NY  Tax-Free  Income-A 

4.9 

5.3 

0.60 

D 

A 

SB  Adjustable  Rate  Inc-SB-A 

1.1 

4.5 

0.95 

C 

B 

Franklin  Ohio  Ins  T-F  Income-A 

4.9 

5.1 

0.65 

D 

B 

SB  Diversified  Strategic  Income-A 

12.0 

4.1 

1.02 

C 

B 

Franklin  Penn  T-F  Income-A 

4.8 

5.1 

0.66 

A 

D 

Strong  Government  Secs-lnv 

2.8 

6.3 

0.90 

D 

A 

Limited  Term  New  York  Muni-A 

4.8 

4.5 

0.74 

F 

A* 

Strong  Ultra  Short-Term  Income-lnv 

2.3 

3.9 

0.80 

A 

D 

Merrill  Muni  Bond-lnsured-A 

4.4 

5.0 

0.71 

B 

D 

USAA  Income  Fund 

4.9 

6.0 

0.50 

F 

A* 

Merrill  Muni  Bond-Ltd  Maturity-A 

1.4 

3.5 

0.52 

C 

B 

Vanguard  GNMA  Fund-lnv 

2.5 

6.3 

0.22 

B 

C 

Merrill  Muni  Bond-National-A 

6.1 

5.2 

0.84 

A* 
A 

D 
D 

Vanguard  Intermediate  Bond  Index-lnv1 

5.6 

7.0 

0.21 

A 

D 

MFS  Municipal  Bond-A 

5.2 

5.4 

0.59 

Vanguard  Intermediate  Corp-lnv 

6.3 

6.9 

0.20 

D 

A 

MFS  Municipal  High  Income-A 

6.8 

4.4 

0.79 

A* 

D 

Vanguard  Intermediate  Treasury-lnv 

2.4 

6.7 

0.28 

B 

C 

MS  Tax-Exempt  Securities-A 

5.6 

5.3 

0.67 

0 

A 

Vanguard  LifeStrategy  Income 

10.8 

5.1 

0.27 

D 

A 

Nations  Intermediate  Muni  Bond-lnv  A 

4.1 

4.5 

0.75 

A* 

F 

Vanguard  Long-Term  Corp-lnv 

6.3 

6.7 

0.31 

F 

A+ 

Nations  Short-Term  Muni  Income-lnv  A 

2.1 

3.9 

0.65 

A+ 

F 

Vanguard  Long-Term  Treasury-lnv 

2.7 

6.4 

0.28 

C 

B 

Nuveen  Insured  Muni  Bond-A 

4.9 

4.9 

0.81  . 

D 

B 

Vanguard  Short-Term  Bond  Index-lnv1 

3.4 

5.8 

0.21 

D 

B 

Nuveen  Intermed  Duration  Muni  Bond-A 

3.4 

4.3 

0.79 

D 

A 

Vanguard  Short-Term  Corp-lnv 

4.2 

5.8 

0.23 

D 

A 

Nuveen  Limited  Term  Municipal  Bond-A 

4.3 

4.4 

0.73 

D 

B 

Vanguard  Short-Term  Federal-lnv 

2.0 

5.8 

0.26 

D 

A 

One  Group  Municipal  Income-A 

4.4 

4.3 

0.84 

D 

B 

Vanguard  Short-Term  Treasury-lnv 

2.4 

5.7 

0.28 

A+ 

D 

Oppenheimer  Rochester  National  Muni-A 

15.0 

6.1 

1.04 

B 

C 

Vanguard  Total  Bond  Market  Index-lnv1 

4.0 

6.2 

0.22 

B 

C 

T  Rowe  Price  Maryland  T-F  Bond 

4.9 

5.4 

0.49 

B 

D 

VanKampen  Government  Secs-A 

1.3 

5.2 

0.99 

D 

B 

T  Rowe  Price  T-F  High  Yield 

7.1 

4.1 

0.71 

F 

A* 

VanKampen  Senior  Loan-B2 

17.0 

3.0 

1.54 

B 

C 

T  Rowe  Price  T-F  Income 

5.1 

5.3 

0.55 

D 

B 

VanKampen  US  Government-A 

1.4 

5.4 

0.90 

B 

C 

Putnam  Calif  Tax  Exempt  Inc-A 

4.4 

4.8 

0.76 

' 

D 

c 

Putnam  Municipal  Income-A 

5.1 

4.0 

0.94 

D 

B 

AllianceBernstein  Muni  Income-Calif-A 

4.4 

4.4 

0.76 

B 

D 

Putnam  NY  Tax  Exempt  Inc-A 

4.6 

5.1 

0.82 

D 

A 

American  Funds  Amer  High-lnc  Muni-A 

6.2 

4.7 

0.77 

C 

C 

Putnam  Tax  Exempt  Income-A 

5.4 

4.6 

0.82 

D 

A 

American  Funds  Ltd  Term  T-E  Bond  of  Am-A   4.3 

4.8 

0.66 

D 

B 

Putnam  Tax-Free  High  Yield-A 

6.1 

3.0 

0.91 

c 

B 

American  Funds  Tax-Ex  Bond  of  Amer-A 

5.2 

5.2 

0.61 

B 

C 

Rochester  Fund  Municipals-A 

8.1 

4.8 

0.71 

c 

C 

AXP  High  yield  Tax-Exempt-A 

4.7 

4.7 

0.79 

A 

D 

Scudder  California  Tax-Free  Fund-A 

4.2 

5.1 

0.79 

A 

D 

AXP  Tax-Exempt  Bond-A 

3.8 

4.6 

0.81 

C 

B 

Scudder  High  Yield  Tax-Free-A 

6.3 

5.4 

0.80 

D 

A 

Bernstein  Diversified  Muni3 

4.1 

4.9 

0.63 

A 

D 

Scudder  Managed  Muni  Bonds-A 

5.1 

5.6 

0.75 

D 

A 

Bernstein  New  York  Muni3 

4.0 

4.8 

0.65 

D 

B 

SB  California  Municipals-A 

4.7 

4.7 

0.70 

F 

A* 

Calvert  Ta                      us-Ltd-A 

1.9 

3.4 

0.62 

B 

D 

SB  Managed  Municipals-A 

6.0 

4.8 

0.68 

A* 

F 

Columbia  Tax-Exompt-A 

6.1 

4.8 

0.94 

D 

A 

SB  Muni-New  York-A 

5.3 

5.1 

0.70 

A 

D 

Dreyfus  California  Tax  Exempt  Bond 

4.4 

5.2 

0.70 

F 

A* 

Strong  Ultra  Short-Term  Muni  Income-lnv 

2.2 

3.0 

070 

D 

B 

Dreyfus  Interna    IVIuni  Eond 

3.9 

4.2 

0.74 

D 

A 

Thornburg  Limited  Term  Nafional-A 

3.3 

4.5 

0.93 

B 

D 

Dreyfus  Municipal  8ond 

4.6 

3.9 

0.72 

D 

A 

USAA  Tax-Ex  Intermediate-Term 

5.2 

5.0 

0.49 

C 

c 

Dreyfus  NY  Tax  Exempt  Bond 

3.5 

4.8 

0.71 

A 

D 

USAA  Tax-Exempt  Long-Term 

7.0 

5.5 

0.54 

A* 

F 

Eaton  Vance  National  Munis-A 

9.1 

5.3 

0.78 

F 

A* 

USAA  Tax-Exempt  Short-Term 

3.0 

4.1 

0.54 

D 

A 

Evergreen  High  Income  Muni  Bond-A 

3.2 

4.0 

096 

C 

B 

Vanguard  Calif  Intermediate  T-E-lnv 

4.1 

5.5 

0.17 

Res 
Sou 

\1 

jits  throi 
rces.  For 

gh  Dec.  31.  2003.  'May  impose  annual  $10  account  maintenance  fee.  'Technically  a  closed-end  fund. 
bes;  Upper;  Morningslar. 

3May  impose  annual  $100  maintenance  fee. 
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Try  Something  Delicious  Tonight 
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"With  the  BLACKENED  AH  I  iuna,  i  was  looKing  to  create  a  spicy 
'kick'  from  the  blackened  seasonings,  and  marry  it  with  the  silky  velvet  layer 
of  a  light  butter  sauce.  I  wanted  to  create  A  'wow'  EATING 
EXPERIENCE  for  my  guests."  -  roy  yamaguchi 


HAWAIIAN   FUSION    CUISINE 


roysrestaurant.com 


AVAILABLE  IN: 


Austin 

Baltimor  e 
Bon  ita  Spri  ngs 
Buck head •;■ 
Chicago 


Dallas 
Desert  Ridge 


Philadelphia 
Rancho  Mi  rag  e 


Jacksonville  Beach      Scottsdale 
La  Jolla  San  Francis 

Las  Vegas  Summerlin 


N  ewport  Beach 
Orlan  do 


Summerlin 
Tam  pa 


/MA 

WET 

1MANCE 

DOWN 

T 

FUNO 

_jaTAlJBETAffitL_ 

5-YEAR 
1-YEAR    ANNUALIZED 

ANNUAL 

EXPENSES 

PER 

$100 

MARKET 

PERFORMANCE 

UP    DOWN 

A        ▼ 

FUND 
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D 

Vanguard  Calif  Long-Term  T-E-lnv 

4.9% 

5.8% 

$0.18 

•  c 

•C 

Salomon  Brothers  High-Yield  Bond-A 

23.8% 

7.2% 

$1.31 

A+ 

D 

Vanguard  Florida  Long-Term  T-E-lnv 

5.7 

6.2 

0.18 

c 

C 

Scudder  High  Income-A 

25.0 

3.5 

0.96 

C 

B 

Vanguard  High-Yield  Tax-Exempt-lnv 

6.4 

5.2 

0.17 

•c 

•  c 

Scudder  High  Inc  Opportunity-A 

24.9 

4.2 

1.09 

A+ 

D 

Vanguard  Insured  Long-Term  Tax-Ex-lnv 

5.8 

6.0 

0.17 

B 

D 

Seligman  High-Yield  Bond-A 

21.9 

-2.6 

1.31 

C 

B 

Vanguard  Intermediate  Tax-Ex-lnv 

4.5 

5.2 

0.16 

B 

D 

SB  High  Income-A 

27.4 

1.8 

1.07 

D 

A* 

Vanguard  Limited  Term  Tax-Exempt-lnv 

2.8 

4.5 

0.17 

F 

c 

State  St  Research  High  Income-A 

19.2 

-0.8 

1.47 

A+ 

D 

Vanguard  Long-Term  Tax-Exempt-lnv 

5.2 

5.8 

0.17 

•A 

•  c 

Strong  High-Yield  Bond-lnv 

24.8 

3.0 

1.00 

A 

C 

Vanguard  NJ  Long-Term  Tax-Ex-lnv 

5.2 

5.8 

0.18 

D 

B 

TCW  Galileo  High  Yield  Bond-I 

22.8 

4.6 

0.88 

A+ 

D 

Vanguard  NY  Long-Term  Tax-Exempt-lnv 

5.3 

6.0 

0.18 

D 

A 

Vanguard  High-Yield  Corp-lnv 

17.2 

4.5 

0.26 

A 

C 

Vanguard  Penn  Long-Term  T-E-lnv 

5.6 

6.0 

0.18 

C 

D 

VanKampen  High  Inc  Corp  Bond-A 

24.2 

0.9 

1.12 

F 

A+ 

Vanguard  Short-Term  Tax-Exempt-lnv 

1.6 

3.5 

0.17 

C 

D 

VanKampen  High  Yield-A 

24.5 

0.7 

1.21 

D 

A 

VanKampen  High  Yield  Muni-A 

7.5 

4.3 

0.89 

D 

A 

W&R  Advisors  High  Income-A 

16.9 

3.8 

1.13 

A 

D 

VanKampen  Insured  T-F  Income-A 

4.8 

5.1 

0.86 

B 

B 

AllianceBernstein  Americas  Govt  Inc-A 

15.1 

10.3 

1.57 

•B 

•C 

AAL  High  Yield  Bond-A 

26.6 

3.0 

0.93 

c 

A+ 

AllianceBernstein  Emerging  Mkt  Debt-A 

38.1 

20.1 

1.46 

B 

F 

AIM  High  Yield-A 

30.2 

-2.6 

1.16 

D 

B 

AllianceBernstein  Global  Strategic  Inc-A 

15.6 

5.8 

1.53 

•B 

•D 

AllianceBernstein  High  Yield-A 

24.3 

0.7 

1.38 

D 

c 

AllianceBernstein  Multi-Mkt  Strategy-A 

2.2 

4.1 

1.49 

A 

B 

American  Funds  American  High-lnc-A 

28.8 

6.8 

0.88 

A* 

F 

American  Century  Intl  Bond-lnv 

19.9 

5.2 

0.85 

B 

C 

AXP  High  Yield  Bond-A 

25.9 

3.3 

1.07 

B 

D 

American  Funds  Capital  World  Bond-A 

18.9 

6.7 

1.08 

•C 

•B 

Buffalo  High-Yield  Fund 

20.2 

8.0 

1.03 

B 

D 

AXP  Global  Bond-A 

13.3 

5.2 

1.34 

D 

A* 

Columbia  High  Yield-A 

11.2 

5.1 

1.07 

c 

C 

Credit  Suisse  Global  Fixed  Inc-Com 

14.5 

7.0 

0.95 

C 

C 

Columbia  High  Yield  Opportunity-A1 

25.7 

2.2 

1.31 

B 

c 

Dryden  Global  Total  Return-A 

13.4 

4.4 

1.46 

C 

D 

Delaware  Delchester  Fund-A 

30.4 

-1.7 

1.47 

F 

B 

Eaton  Vance  Strategic  Income-A 

14.7 

6.3 

1.17 

B 

C 

Dryden  High  Yield  Fund-A 

25.7 

3.5 

0.90 

C 

B 

Evergreen  Strategic  Income-A 

16.4 

7.4 

1.19 

C 

B 

Eaton  Vance  High  Income-B 

30.2 

3.5 

1.80 

A 

D 

Federated  International  Bond-A 

21.1 

3.8 

1.73 

B 

A 

Eaton  Vance  Income  Fund  of  Boston-A 

29.4 

5.9 

1.02 

C 

B 

Federated  Intl  High  Income-A 

30.3 

13.0 

1.16 

D 

A 

Enterprise  High  Yield  Bond-A 

19.9 

4.9 

1.30 

A* 

D 

FFTW  International 

20.2 

5.4 

0.60 

F 

B 

Evergreen  High  Yield  Bond-A 

20.6 

6.1 

1.11 

B 

D 

FFTW  Worldwide 

12.7 

5.2 

0.60 

B 

C 

Federated  High  Income  Bond-A 

23.5 

3.1 

1.23 

D 

C 

FFTW  Worldwide  Core 

3.7 

5.1 

0.45 

C 

C 

Federated  High  Yield  Trust 

22.8 

2.2 

0.95 

C 

A 

Fidelity  Adv  Emerging  Mkts  Income-T 

30.2 

18.9 

1.47 

A+ 

D 

Fidelity  Adv  High  Income  Adv-T 

43.5 

5.6 

1.08 

C 

A* 

Fidelity  New  Markets  Income 

31.1 

19.6 

1.00 

A 

B 

Fidelity  Capital  &  Income 

39.1 

6.3 

0.84 

B 

D 

Franklin  Templeton  Hard  Currency-A 

19.3 

3.0 

1.32 

A 

C 

Fidelity  High  Income 

27.5 

2.8 

0.79 

D 

c 

Goldman  Sachs  Global  Income-A 

3.7 

4.2 

1.34 

B 

B 

First  Investors  Fund  for  Income-A 

25.3 

3.9 

1.34 

C 

C 

ISI  North  American  Govt  Bond-A 

3.4 

6.2 

1.01 

A 

C 

Franklin  AGE  High  Income-A 

35.3 

4.6 

0.76 

B 

c 

Julius  Baer-Global  Income-A 

9.7 

6.3 

1.28: 

A 

C 

Hancock  High  Yield  Bond-A 

39.9 

7.8 

1.04 

A 

C 

Loomis  Sayles  Global  Bond-Ret 

21.0 

9.4 

1.15 

D 

A 

IDEX  Transamerica  Conserv  H  Y  Bond-A 

20.1 

5.1 

1.35 

B 

D 

Lord  Abbett  Global  Income-A 

12.1 

3.4 

1.44 1 

•D 

•A 

Janus  High-Yield 

16.0 

6.1 

0.96 

D 

B 

Merrill  World  Income-A 

35.9 

9.5 

1.48 1 

B 

•D 

Legg  Mason  High  Yield-P 

23.0 

1.1 

1.36 

C 

c 

MFS  Strategic  Income-A 

13.8 

6.0 

0.94 

D 

A 

Lord  Abbett  Bond  Debenture-A 

20.3 

5.1 

1.00 

B 

B 

Oppenheimer  International  Bond-A 

25.9 

12.9 

1.22 

C 

D 

Lutheran  Brotherhood  High  Yield-A 

27.1 

0.8 

1.03 

D 

c 

Payden  Global  Fixed  Income-R 

3.1 

5.1 

0.52 

A 

B 

MainStay  High  Yield  Corp  Bond-A 

37.4 

7.6 

1.07 

D 

B 

Payden  Global  Short  Bond-R 

5.0 

5.5 

0.50 1 

•A 

•C 

Mason  Street  High  Yield  Bond-A 

26.9 

4.4 

1.30 

C 

A 

Phoenix-Goodwin  Emerging  Mkts  Bond-A 

31.9 

17.2 

1.58! 

B 

D 

Merrill  Bond-High  Income-A 

32.1 

4.2 

0.86 

C 

B 

MFS  High  Income-A 

22.8 

4.5 

LOO 

C 

A 

T  Rowe  Price  Emerging  Mkts  Bond 

26.1 

16.4 

1.14 

A 

D 

T  Rowe  Price  International  Bond 

18.8 

4.5 

0.93 

D 

F 

MS  High  Yield  Secs-A 

29.2 

-9.6 

1.06 

B 

D 

Putnam  Global  Income-A 

15.2 

5.6 

1.29 

•D 

•A 

NB  High  Income  Bond-lnv 

11.8 

7.3 

1.00 

D 

D 

Nicholas  Income  Fund 

22.7 

1.0 

0.58 

D 

B 

Salomon  Brothers  Strategic  Bond-A 

13.0 

7.1 

1.44 

B 

B 

Northeast  Investors  Trust 

14.4 

3.1 

0.70 

C 

A 

Scudder  Emerging  Markets  Income-A 

303 

17.1 

1.93 

C 

B 

Oppenheimer  Champion  Income-A 

25.9 

4.7 

1.08 

B 

C 

Scudder  Global  Bond-A 

9.0 

5.1 

1.36 

D 

B 

Oppenheimer  High  Yield-A 

26.3 

3.8 

1.07 

O 

C 

SB  Global  Govt  Bond-A 

0.4 

3.9 

1.2! 

C 

D 

Phoenix-Goodwin  High  Yield-A 

18.6 

1.6 

1.33 

D 

C 

Standish  Mellon  Global  Fixed-Income 

6.4 

5.3 

0.6C 

•c 

•B 

Pimco  High-Yield  Fund-A 

23.2 

5.3 

0.90 

D 

B 

Standish  Mellon  Intl  Fixed-lncome-l 

4.9 

5.1 

0.5$ 

D 

A* 

T  Rowe  Price  High  Yield 

22.5 

6.2 

0.81 

A 

D 

Templeton  Global  Bond-A 

21.3 

8.2 

1.11 

C 

c 

Putnam  High  Yield  Advantage-A 

272 

4.7 

1.03 

A 

D 

UBS  Pace  Global  Fixed  Income-A 

14.1 

3.5 

1.3: 

C 

c 

Putnam  High  Yield  Trust-A 

26.6 

4.8 

0.98 

F 

B 

VanKampen  Emerging  Markets  Income-A 

1  28.2 

6.4 

1.5/ 

Res 

Sou 

jits  throi 
rces:  For 

igh  Dec.  31,  2003.  'Fund  rated  for  three  periods  only;  maximum  allowable  grade  A.  'Formerly 
bes;  Upper;  Morningstar. 

Liberty  h 

igh  Yield  Securities-A.  formerly  VanKampen  Worldwide  High  Income-A. 
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Performing  on  the  highest  stage  takes  a  lifetime  of  commitment. 


standing  ovation 
on  broadway 


part  in  musical 


first  tv  part... 
in  used-car  commercial 


meet  husband 


first  job:  small-town 
theater  director 


laryngitis 


role  as  pine  tree 
in  school  production 


»&& 


MARSICO 

FUNDS 

lelping  you  appreciate  life 


Overall  Morningstar  Ratings ,  based 

on  risk-adjusted  performance,  as  of 
1 1/30/03:  Among  949  U.S. -domiciled 

Large  Growth  Funds  and  163  U.S.- 
domiciled  Foreign  Large  Growth  Funds 

[Intematioml  Opportunities  Fund].' 

Marsico  Focus  Fund    **** 
Marsico  Growth  Fund    it  *  *  *  * 
Marsico  21st  Century  Fund    ***** 

Marsico  International  Opportunities  Fund    *  *  *  *  * 

Reflecting  our  commitment  to  excellence,  all  Marsico  Funds  have  received  5-Star 
or  4-Star  Overall  Morningstar  Ratings™.  For  more  complete  information  about 
Marsico  Funds,  including  fees  and  expenses,  call  888-860-8686  or  visit 
marsicofunds.com  for^  a.  prospectus.  Please  read  it  carefully  before  investing. 
Mutual  fund  investing  involves  risksj  including  the  possible  loss  of  principal. 


srformance  figures  associated  with  its  three-,  five-,  and  ten-year 


The  Overall  Morningstar  Rating™  for  a  fund  is  derived  from  a  weighted  average  of  the 
plicable)  Morningstar  Rating™  metrics. 

o  are  historical  and  are  not  indicative  of  future  results.  To  obtain  the  Funds'  current  performance,  call  888-8608686  or  visit  www.marsicofunds.com.  For  each  fund  with 

3t  least  a  three7ear  history,  Morningstar  calculates  a  Morningstar  Rating™  based  on  a  Morningstar  Risk-Adjusted  Return  measure  that  accounts  for  variation  in  a  fund's  monthly 

""-formance  (including  the  effects  of  sales  charges,  loads,  and  redemption  fees],  placing  more  emphasis  on  downward  variations  and  rewarding  consistent  performance.  The 

>p  1 0%  of  funds  in  each  category  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  1 0%  receive  1 

:  :h  share  class  is  counted  as  a  fraction  of  one  fund  within  this  scale  and  rated  separately,  which  may  cause  slight  variations  in  the  distribution  percentages.)  The  Marsico 

-  jcus  Fund,  Growth  Fund,  2 1  sr  Century  Fund,  and  International  Opportunities  Fund)  each  received  5  stars  for  the  3-year  period  that  ended  1 1  /30/03,  and  4  stars 

Focus  Fund)  and  5  stars  (Growth  Fund),  respectively,  for  the  57ear  period  that  ended  1  1  '30/03.  The  Marsico  Focus  and  Growth  Funds  were  rated  among  949  and  61 1 

'.S. -domiciled  Large  Growth  Funds  for  the  3-year  and  57ear  periods  that  ended  1 1  /30/03,  and  the  2 1  st  Century  and  International  Opportunities  Funds  were  rated  among 

?49  U.S.-domiciled  Large  Growth  Funds  and  163  U.S.-domiciled  Foreign  Large  Growth  Funds  for  the  3-year  period  that  ended  1 1/30/03,  respectively.  The  principal  value 

sstmerrf  return  of  an  investment  will  fluctuate,  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost.  ©2004  Morningstar,  Inc. 

its  Reserved.  The  information  contained  herein:  (1)  is  proprietary  to  Morningstar  and/or  its  content  providers;  (2)  may  not  be  copied  or  distributed;  and  (3)  is  not 

ea  to  be  accurate,  complete  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 

©2004  Marsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distributor. 


MAKERS  &.  BREAKERS 


For  more  financial  stats,  go  to  www.forbes.com/makers. 


Our  Scorecard 


line  Safety  Appliances 


All  hail  the  market  rally.  Wise  souls  who  heeded  our  stock 
picks  in  2003  rode  it  and  then  some.  Buying  the  67  stock 
recommendations  issued  from  our  bullish  pulpit  would 
have  made  you  20%,  after  docking  yourself  1%  theoretical 
trading  costs.  Buying  into  the  S&P  500  at  the  same  times 
would  have  earned  you  1 7%. 

This  marked  the  fifth  straight  year  our  Makers  have 
beaten  the  broad  market  index,  although  in  2002  we 
(ahem)  lost  money,  just  not  as  much  as  the  S&P. 

The  rising  tide  of  the  2003  market  drowned  most  of 
the  shorts.  Only  5  of  our  3 1  Breakers  paid  off.  You  would 
have  lost  40%,  more  than  by  shorting  the  S&P,  where  the 
result  was  only  a  17%  loss.  If  $10,000  was  invested  in  each 
Maker  &  Breaker,  however,  you'd  have  still  come  out 
slightly  ahead,  by  $11,548. 

The  best  long  was  European  helmetmaker  Mine 
Safety  Appliances,  up  1 1 0%.  Despite  the  name,  it  focuses  on  gas 
masks,  a  hot  item  in  a  time  of  terrorism  and  SARS.  The  worst 
pick  was  AirTran  Holdings,  which  nose-dived  29%. 

On  the  short  side,  the  best  call  was  lambasting  Liquidmetal 


L YEAB-ENDJBICE.J 

1    $79.51    1 
Neiman  Marcus 

INITIAL  PRICE 

$29.39 


Ruby  Tuesday 

! IMII1ALER1CE 

I     $1Z12 


LlEAEtEtJCLPBlCt 

I    $28.49  J 


AirTran  Holdings^ 

LjNIIIAL  PRICE 

$16.79 


^^r 


International  Multifoods 

INITIAL  PfllCL 

$23,13! 


^L 


^|j^ 


Payless  Shoe  Sourc 

LjhUIiALPJ 

L  ftAR:ENQ.EBiCL 

$13.4 


Technologies  for  poor  revenue  quality.  The  company  obliged  by 
tumbling  a  painful  71%.  Our  worst  negative  suggestion  was 
dissing  Ericsson  as  overly  optimistic  on  sales.  The  stock  then 
tripled.  — Brendan  Coffey  and  Jody  Yen 


All  Heart 


Despite  statins  and  faddish  diets,  heart 
disease  remains  America's  top  killer. 
That's  where  guidant  (65,  GDT),  maker  of 
such  gear  as  defibrillators  and  pacemak- 
ers, comes  in.  True, 
Guidant  has  fallen 
behind  in  the  race  to 
debut  drug-coated 
stents,  which  do  a 
better  job  of  keeping 
arteries  open  than 
do  the  uncoated 
variety.  Johnson  & 
Johnson  got  FDA  approval  lor  its  version 
in  April.  Guidant  should  have  one  ready 
for  U.S.  sale  in  2006. 

But  implantable  defibrillators  are 
doing  well,  and  revenue  rose  by  a  heart- 
ening 20%  to  $2.8  billion  for  the  first  nine 
months  of  last  year.  The  steep  trailing 
price/earnings  multiple  of  92  reflects  a 
legal  settlement. 

Best  advice:  Ignore  one-time  items 
and  the  P/E  is  less  than  half  thai. 

— Aliya  Sternstein 


Money  Talks 

Far  from  the  glamour  of  Wall  Street, 
regional  brokerages  like  RAYMOND  JAMES 
financial  (37,  rjf)  are  taking  their  slice  of 
the  stock  rally's  bounty  along  with  New 
York-based  giants  like  Merrill  Lynch  and 
Morgan  Stanley. 

William  Batcheller,  manager  of  Armada 
Funds'  Large  Cap  Growth  Fund,  thinks 
Raymond  James,  with 
its  3,800  independent 
contractors  and  800 
in-house  financial  ad- 
visers, spread  across 
17  states,  is  just  get- 
ting warmed  up. 
Net  income  for  the 
September  quarter 
i urnped  51%  to  $33  million. 

Raymond  James,  whose  stock  has 
i  i  -en  two-thirds  since  March,  still  sells  for 
a  reasonable  trailing  multiple  of  21. 
Nc4e:  Its  6.7%  average  five-year  revenue 
growth  bests  that  of  Merrill  (-2.0%)  or 
Morgan  (3.6%). 

— Daniel  Kruger 


Half-Baked 


CALIFORNIA  PIZZA  KITCHEN  (18.  CPKI)  needs 

to  renovate  its  strategy.  The  18-year-old 
chain,  which  sells  premium  pizza  in 
168  restaurants  nationally,  is  struggling 
to  hold  its  ground 
against  good  pizza 
sold  by  its  rivals  at 
lower  prices. 

The  same-store- 
sales  gain  of  2.8%  in 
the  fourth  quarter 
was  due  to  price 
hikes  and  new  fancy 
entrees;  customer  counts  have  declined 
for  five  consecutive  quarters. 

Dean  Haskell,  analyst  at  IMP  Securi- 
ties, sees  sales  increasing  1 1%  this  year  (to 
$400  million),  thanks  to  new-store  open- 
ings and  licensing  deals  with  Kraft  Foods 
to  sell  its  frozen  pizzas  in  supermarkets. 
But  he  sees  earnings  growing  just  6%  this 
year  and  an  average  7%  over  the  next  five 
years.  No  way  is  this  chain  worth  its  46 
trailing  P/E.  Short  the  stock;  cover  at  $14. 
— Christoplier  Helman 
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If  you  ask  the  right  questions,  nature  will  answer. 

By  finding  natural  alternatives  for  m<  \  iv  of  the  things  we  use  every  day 

we're  making  the  world  less  harmful  to  people  and  more  friendly  to  the  environment. 

Nature  has  answers  Is  anyone  listening? 

Yes. 


ADM 


THE  NATURE  OF  WHAT'S  TO  COME" 


The  Contrarian  |  By  David  Dreman 


You  Call  This  Stodgy? 


LAST  YEAR'S  GIGANTIC  SURGE  IN  SPECULATIVE  STOCKS 
caught  almost  all  market  forecasters— this  one 
included — by  surprise.  A  lot  of  attention  is  on  the  Nas- 
daq 100,  heavily  weighted  in  tech  and  dot-coms,  which 
shot  ahead  49%,  far  outpacing  the  broad-market  Stan- 
dard &  Poor's  500,  which  was  up  a  mere  28.7%  in  total  return. 
Amid  all  this  excitement  some  big  news  is  overlooked:  Value 
had  a  great  year.  It  is  no  longer  shunned  as  stodgy  and  thus 
didn't  repeat  its  sharp  performance  drop,  which  occurred  near 
the  last  bubble's  peak  in  1999,  when  value  investing  evoked 
scorn.  The  S&P/Barra  Value  large-cap  index  grew  a  solid  31.8°/c 
in  2003,  against  the  S&P/Barra 
Growth's  25.7%.  Value  also  out- 
paced growth  (which  encom- 
passes more  than  just  tech)  for 
both  mid-  and  small-caps. 

Value  stocks  are  still  cheap 
relative  to  the  S&P  500.  With 
their  good  earnings,  cash  flow 
and  yield  growth,  and  gener- 
ally far  more  conservative  ac- 
counting, they  should  con- 
tinue to  do  well.  When  buyers 
of  Bubble  Junior  stocks — as  I 
call  the  tech  highfliers  in  the 
latest  temporary  fad — again 
choose  to  look  at  reality,  value 
will  beat  growth  even  more 
resoundingly. 

I  recommended  29  stocks  in 
FORBES  last  year,  including  14 
held  over  from  2002.  After  a  1%  transaction-cost  charge  on  new 
picks,  my  average  recommendation  appreciated  26%,  6.5  points 
above  the  S&P  500's  performance.  Count  dividends,  which  are 
high  on  the  value  stocks  I  tend  to  favor,  and  the  outscoring  is  8 
points.  The  scorekeepers  at  the  magazine  measure  how  a  pick 
hixxl  if  bought  at  once  and  held  until  year-end,  versus  an  iden- 
tical amount  invested  at  the  same  time  in  the  S&P  500. 

Retailers  were  among  my  strongest  performers,  with  Best 
Buy  (52.BBY)  appreciating  1 16%,  Staples  (27.SPLS)  49%  and  Bor- 
ders (22,  bgp)  36%.  Cigarette  manufacturers  also  had  a  strong 
rebound,  with  the  litigation  picture  improving  markedly  and 
the  falling  dollai  boosting  foreign  sales.  B.J.  Reynolds  (58.RJR) 
rose  38%,  as  well  as  i  iroviding  a  9%  dividend  since  the  time  of 
its  recommendation,  while  Altria  (54,  MO)  increased  34%.  Stay 
with  Altria. 

Sovereign  Bancorp  (2<8,  SCV)  rose  51%,  while  Fleet  Boston 
Financial  (44,  FBF)    in 
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a  classic  example  of  a  contrar- 
ian play,  dropping  sharply  to  a 
low  of  17  in  the  summer  of 
2002  after  the  announcement  of 
the  large  writedown  of  its 
Argentinean  business  and  then 
snapping  back  to  the  mid-30s 
and  from  there  to  the  low  40s 
after  the  announcement  of  a 
Bank  of  America  takeover.  I 
continue  to  hold  the  shares, 
because  Bank  of  America  looks' 
cheap  with  a  P/E  of  1 1  and  a  4.1%  yield. 

My  worst  pick  was  Safeway  (22,  SWY),  whose  6%  fall  resulted  : 
from  increasing  competition  and  labor  problems  at  its  core  ' 
West  Coast  operations.  Freddie  Mac  (58,  FRE)  suffered  a  1% 
decline  due  to  the  storm  greeting  previous  management's,^ 
understatement  of  earnings.  But  there  should  be  no  long-term 
damage  to  its  15%  growth  rate.  Freddie's  problems  held  back  [ 
cousin  Fannie  Mae  (75,  FNM)  to  a  17%  advance.  Under  fire  in  the 
mutual  fund  scandal,  Alliance  Capital  (34,  AC)  was  an  under 
performer  with  a  3%  price  gain;  a  4.5%  dividend  yield  eased  thee 
disappointment.  Finally,  smokeless-tobacco  company  UST  (36,  i 
UST)  increased  just  7%  amid  tough  competition  from  discount, 
snuffmakers;  note  that  UST  enjoys  a  sizable  6%  dividend.  In  this 
group  hold  Freddie  Mac,  Fannie  Mae  and  UST. 

What  will  the  current  year  bring?  I  see  an  improving  general 
market  but  one  that  will  stay  closer  to  fundamentals,  which 
means  market  gains  will  likely  be  more  limited,  in  the  10%-to- 
15%  range  at  best.  While  the  Nasdaq  100's  run  may  continue  t 
for  a  while,  several  major  distinctions  between  the  investment 
environment  today  and  that  in  early  2000  should  prove  formi- 
dable barriers  to  driving  the  Nasdaq  much  higher. 

Aside  from  the  most  fanatical  Nasdaq  diehards,  most^ 
investors  realize  that  the  New  Economy,  a.k.a.  the  New  Para- 
digm, did  not  fulfill  its  promise  of  dishing  up  rapidly  rising  tech|! 
earnings  through  boom  and  recession  alike. 

So  don't  look  for  a  scorching  Nasdaq  100  reprise  in  2004.  In 
2003  the  20%  of  Nasdaq  100  stocks  with  no  earnings  were  up 
93%  on  average.  The  blind  faith  such  a  jump  requires  was  end- 
less in  1999. 

Tech  growth  rates  overall  are  anything  but  outstanding. 
Although  demand  is  rising  at  a  15%-to-20%  pace  in  sectors 
such  as  semiconductors,  since  1999  the  overall  tech  growth  rate 
is  negative.  Plus,  the  earnings  of  cellular,  networking  equipment  ^ 
and  personal  computers  are  projected  to  be  well  below  those  of 
early  2000.  They  will  let  you  down.  Value  stocks  won't.  F 
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TEACH   YOU   THE   DIFFERENCE 


You've  tasted  success.  Now  you  want  to  find  objects  of  beauty  and  meanihgYff^nMalhcSfpuHifR^faybe  you're 
interested  in  American  landscape  painting  ...or  classic  automobiles  ...or  modern  photographsT^^f  game-used 
jerseys  of  baseball's  greatest  legends.  In  the  clubby,  unregulated  world  of  galleries  and  auction  houses,  it  can  be 
hard  to  know  who  to  trust  . . .  harder  still  to  understand  guality  and  value  . . .  and  virtually  impossible  for  an  un- 
trained eye  to  spot  clever  restorations  and  fakes.  Who  better  to  help  you  navigate  this  world  than  our  newest 
publication,  THE  FORBES  COLLECTOR. 


t    FORMS 

't  think  of  a  better  way  to  introduce  you  to  THE  FORBES  COLLECTOR 

by  telling  you  a  story  about  my  father,  Malcolm. 

young  boy  he  was  fascinated  by  the  dramatic  history  of  Russia's 
anov  Dynasty,  and  the  intriguing  relationship  between  Czar  Nicolas  II 
a  jeweler  named  Peter  Carl  Faberge.  Some  years  later,  shopping  for  a 
or  my  mother,  he  was  captivated  by  the  fantasy,  artistry  and  history  of 
y.  exquisite  Faberge  egg. 


us  first  major  Faberge  acquisition  did  not  take  place 
1965.  when  the  famous  Duchess  of  Marlborough 
:ame  up  for  auction.  Overcome  at  the  prospect  of 
iring  this  spectacular  piece,  Malcolm  ended  up  pay- 
learly  three  and  a  half  times  its  estimated  price — 
$57,000. 

about  "buyers  remorse!" 


P**3 


berating  himself  for  months  at  having  "overpaid,"  my  father  met 
snder  Schaffer,  then  the  leading  authority  on  Faberge  in  the  U.S.,  who 
2ssed  that  it  was  he  who  was  the  next  highest  bidder,  and  assured 
olm  that  he  had,  in  fact,  made  a  great  buy  of  an  extraordinary  work  of 
Today,  the  exquisite  Imperial  Easter  eggs,  of  which  only  45  are  known  to 

sell  for  millions 

e  been  fortunate  in  that  the  value  of  the  pieces  you  can  now  see  in  the 
?s  Gallery  in  New  York  have  gone  up  substantially.  Some  financial 
ers  suggest  allocating  10-15%  of  your  portfolio  to  investments  in  art 


ne  collectibles  as  an  alternative  place  to  preserve  and  grow  wealth. 


ct,  a  study  conducted  at  New  York  University's  Stern  School 
usiness  reports  that  art  has  consistently  OUTPERFORMED  the 
500  through  good  times  and  bad. 

would  never  tell  you  to  think  of  collecting  as  just  another  investment! 
a  lifetime  of  collecting,  my  father  advised,  "Buy  only  what  you  like. 
;ure  a  work  by  the  joy  and  satisfaction  it  will  bring." 

brings  me  to  tell  you  about  the  exciting  new  FORBES  COLLECTOR 
o  invite  you  to  join  us  at  a  special  introductory  Charter  Subscriber  rate 
et  three  FREE  gifts. 

t/e  me,  no  one  is  born  as  a  smart  collector.  It's  an  acquired  skill 

vhether  your  passion  leads  you  to  collect  fine  furniture,  art,  vintage 
wine,  sports  memorabilia,  rare  books  or  movie  posters.  THE 
?£S  COLLECTOR 'will  help  you  avoid  "Buyer's  Remorse"  ...  the  terri- 
eling  of  paying  too  much  ...  of  overestimating  the  rarity  and  value  of  a 
in  the  momentary  excitement  of  making  a  purchase. 


Here's  what  to  expect  in  each  monthly  issue 


A  monthly  overview  of  the  collecting  markets 

Detailed  guidance  on  specific  collecting  areas:  top  artists,  dealers 

and  conservators,  the  state  of  the  market  and  specific  criteria  for  value 

How  to  spot  hidden  problems  and  signs  of  fakery 

Top  lots  and  hidden  gems  of  upcoming  auctions 

An  insider's  view  of  important  and  rarely  seen  private  collections 

Tutorials  on  how  to  understand  the  good,  better  and  best 

of  specific  collectibles 

PLUS  3  VALUABLE  FREE  REPORTS  TO  GET  YOU  STARTED: 


#1 
#2 
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Yes,  But  |  By  James  Grant 


What  High  Yields? 


ON  JAN.  1,  1960  ERNIE  MONRAD  WAS  PRESENTED  WITH 
the  gift  of  a  slide  rule.  On  Jan.  2  he  reported  to  work  at 
Northeast  Investors  Trust.  With  his  new  slipstick  (as 
the  protonerds  called  that  ancient  mathematical  in- 
strument) Monrad  began  to  perform  the  work  of  a 
credit  analyst.  Today,  reluctantly  employing  digital  technology, 
he's  still  at  it. 

Northeast,  with  assets  of  $1.7  billion,  is  one  of  the  nation's 
oldest  high-yield  bond  funds.  Monrad,  now  73,  is  co-portfolio 
manager  (his  partner  in  management  is  his  son,  Bruce,  41,  who 
is  also  Northeast's  chairman).  Not  every  junk  investor  can  lay 
claim  to  having  successfully  navigated  every  credit  disturbance 
since  the  second  Eisenhower  ^^^^^^^^^^^^^^^^^« 
Administration.  What  does 
the  elder  Monrad  say  of  the 
present-day  junk-bond  mar- 
ket? "Well,"  he  says,  "this 
thing  scares  me." 

Monrad  has  a  list  of  com- 
plaints. Yields  are  low.  Ditto, 
the  quality  of  new  junk  issues. 
Inflows  into  junk-bond  funds 
are  strong.  And  complacency 
levels  about  credit  risk  are 
high.  Monrad  surmises  that 
interest  rates  will  be  going  up 
because  that  is  what  the  Fed- 
eral Reserve  seems  to  be  hint- 
ing. But  he  does  not  have  to 
surmise  that  investors  are 
oblivious  to  the  dangers. 

We  all  have  eyes  to  see. 
Consider  that  the  junk-grade  debt  of  Ono  Group  is  again  trad- 
ing above  par,  i.e.,  over  100  cents  on  the  dollar.  The  Ono  story 
takes  some  telling.  The  company  is  a  Spanish  provider  of  cable 
TV  and  broadband  services.  It  borrowed  in  the  U.S.  junk-bond 
market  during  the  high-cotton  days  of  1999.  Presenting  itself  to 
American  investors,  the  company  was  able  to  show,  for  1998,  a 
grand  total  of  $500,000  in  revenues. 

The  cost  of  designing  and  producing  the  lavishly  appointed 
preliminary  debt  prospectus  was  probably  greater  than  that 
$500,000,  ventures  Buck  Burnaman  of  ING  Financial  Markets. 
The  prospectus  listed  the  usual  risk  factors,  e.g.,  limited  operat- 
ing history,  looming  negative  cash  flow,  the  certain  need  for  ad- 
ditional financing,  high  leverage  and  competition.  Risk,  how- 
ever, was  not  the  foremost  thought  on  the  minds  of 
yield-grubbing  investors.  The  13%  Ono  bonds  flew  out  the 
window. 

Fast  forward  to  2002.  Prices  were  plunging.  The  mar- 
ket— the  same  market — was  inconsolable.  Some  of  the  Ono 
debt  was  quoted  at  15  cents  on  the  dollar.  But  wait:  Com- 
pany management,  having  shrewdly  capitalized  on  the 
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market's  greed  three  years  be- 
fore, boldly  exploited  the 
then-current  fear.  Ono  made 
a  tender  offer  for  these  or- 
phaned securities  at  38  cents 
on  the  dollar. 

A  brilliant  stroke!  Moody's 
Investors  Service  applauded,, 
yet  cautioned  that  Ono  re- 
mained overleveraged,  that  it 
continued  to  face  stiff  competi- 
tion and  that  it  must  borrow 
even  more  to  finance  necessary 
capital  improvements.  The  senior  debt  rating  of  Ono  Finance 
sat  at  a  very  junky  Caal.  That's  the  way  matters  still  stand  at 
the  start  of  2004. 

The  junk  market  is  as  blind  to  risk  today  as  it  was  in  1999.  In 
this  setting  the  word  "junk"  is  not  pejorative.  It  is  descriptive. 
There  is  no  yield  to  speak  of  in  "high  yield" — you're  not  being 
paid  for  the  risk  you  take. 

The  average  yield  for  a  speculative-grade  debenture  with  a 
ten-year  maturity  is  less  than  6.5%.  Marko  Budgyk,  managing 
director  of  Helix  Investment  Partners,  says  that  63%  of  the  junk  j 
market  trades  above  call  (the  price  at  which  the  issuer  can,  at  its 
option,  redeem  an  outstanding  bond),  and  80%  of  the  market 
trades  above  par.  "Corporate  credit  isn't  just  overvalued," 
Budgyk  protests.  "It  has  reached  bubble-like  levels." 

Northeast  Investors,  with  admirable  self-discipline,  has 
stayed  clear  of  the  excesses  of  the  2003  junk  rally,  which,  in  trans- 
lation, means  that  it  has  woefully  underperformed.  Whereas  the 
typical  junk  fund  was  up  by  25%  last  year,  Monrad's  fund  was 
ahead  by  only  14%.  "Fact  is,"  says  Monrad,  "we  got  in  a  little 
trouble,  at  least  initially,  because  we  didn't  think  [the  rally]  was 
for  real.  Finally,  as  a  defensive  measure,  we  bought  a  lot  of  short, 
higher-grade  bonds."  As  for  the  typical  new  junk  issue  these 
days,  Monrad  says,  "You  just  hold  your  nose." 

Separately,  in  the  spirit  of  the  new  year,  I  resolve  to  publish 
no  more  unprofitable  ideas,  such  as  selling  short  the  Treasury 
market  at  the  the  wrong  juncture  (see  my  Aug.  11, 2003  column). 
The  two  mutual  funds  I  suggested  for  this,  Rydex  Juno  and  Pro- 
funds  Rising  Rates,  were  down  5%  and  6%  at  year-end.  Instead  I 
pledge  to  impart  only  profitable  ideas,  like  buying  gold  stocks 
(Feb.  17, 2003)  via  the  First  Eagle  Gold  and  Tocqueville  Gold  funds, 
up  35%  and  50%. 

Another  follow-up:  The  Peninsula  Technology  Fund,  set  up 
to  buy  tech  issues  in  2001  when  they  were  cheap  (Nov.  25,  2002 
and  Nov.  24,  2003),  is  shutting  up  shop,  having  enjoyed  a  fine 
run  in  last  year's  equity  updraft.  One  of  the  principals,  Scott 
Bedford,  believes  tech  stocks  are  almost  as  crazily  overvalued  as 
they  were  cheap  in  2001-02.  Believe  him.  F 


'  p(  )rl")(»S       James  Grant  is  the  editor  of  Gram's  Interest  Rate  Observer. 
■H^^Maoom       Visit  his  home  page  at  www.forbes.com/grant. 
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The  Patient  Investor  |  By  John  W.  Rogers  Jr., 

Disappearing  Act 


GOOD  SMALL-CAP  VALUE  OPPORTUNITIES  ARE  GET- 
ting  scarce.  The  small- company  Russell  2000  Value 
Index  delivered  a  41%  total  return  in  2003,  far  out- 
pacing the  large-company  S&P  500  (up  29%).  There  is 
no  shortage  of  new  small-cap  stocks,  but  a  lot  of  them 
tend  to  be  tech  shares  that  I  normally  don't  favor.  What  I  look 
for  are  well-run  companies  with  consistent,  predictable  busi- 
nesses, not  shoot-the-moon  gambles. 

My  focus  is  on  both  mid-  and  small-caps,  and  good  ideas 
are  more  prevalent  among  the  former.  The  mid-cap  sector  is  lit- 
tered with  fallen  angels  from  the  large-cap  growth  arena 
were  ravaged  by  the  three-year 
bear  market. 

For    small    companies — 
defined  here  as  below  $2  billion 
in  market  capitalization — the 
merger  frenzy  of  the  late  1990s 
helped  reduce  the  herd.  Those 
with  strong  brands  made  ideal 
purchase  candidates  for  larger 
conglomerates  and  multina- 
tionals seeking  strategic  addi- 
tions. Another  factor  is  that 
many  bite-size  companies  are 
going  private  these  days,  as  a 
result  of  rising  costs  of  Sar- 
banes-Oxley  compliance.  And 
fewer  marketmakers  and  ana- 
lysts are  covering  small-fry  companies,  which  often  makes  their 
shares  less  liquid,  and  thus  management  is  even  more  tempted 
to  shuck  the  bother  of  public  ownership.  In  addition,  the  recent 
recession  has  hurt  many  of  their  balance  sheets,  leaving  them 
with  much  less  financial  flexibility. 

Look  at  drug  retailing.  Only  two  small-cap  chains  are 
around  now,  Longs  Drug  Stores  and  Duane  Reade.  Yet  Duane 
Reade  has  announced  its  intention  to  go  private  via  a  buyout  by 
billionaire  investor  Robert  Bass,  which  will  leave  us  with  one 
name.  Back  in  1993  eight  small-cap  drugstore  chains  were  pub- 
licly traded:  Arbor  Drugs,  Big  B,  Drug  Emporium,  Fays,  Gen- 
ovese  Drug  Stores,  the  Medicine  Shoppe,  Perry  Drug  Stores  and 
Longs  (Duane  Reade  wasn't  public  then).  What  happened  to 
the  rest?  Arbor  and  Big  B  were  absorbed  into  CVS,  which  did 
not  even  exist  as  a  stand-alone  public  company  a  decade  ago. 
Drug  Emporium  went  bankrupt.  Fays  and  Gcnovese  are  now 
Eckert,  which  is  owned  by  J.C.  Penney.  The  Medicine  Shoppe 
was  bought  by  Cardinal  Health,  Perry  by  Rite  Aid.  Food  retail- 
ing, toy  manufacturing,  packaged  food  and  household  products 
are  all  businesses  with 


similar  declines  in  the 
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roster  of  small-cap  stocks. 

Nevertheless,  don't  give  up 
on  small-cap  value.  Sit  and 
wait  for  opportunity.  Eventu 
ally  the  market  will  return  I 
from  its  lofty  levels,  so  some  I 
of  today's  mid-cap  darlings 
will  slip  into  the  small-cap 
category. 

In  the  meantime,  you  can 
own  ad  agency  Grey  Global 
Group  (674,  GREY),  whose  Berk- 
shire Hathaway-like  disdain  for  stock  splits  shouldn't  deter  you; 
advertising  revenue  is  coming  back.  A  second  opportunity  is 
newspaper  company  Journal  Register  (21,  JRC),  owner  of  small 
papers  in  the  Northeast  with  little  or  no  competition  and 
increasing  ad  volumes  ahead.  A  third  is  home  medical  product 
manufacturer  Invacare  (40,  n/C),  with  products  like  wheelchairs 
and  respiratory  equipment,  which  have  built-in  demand  from 
an  aging  population. 

Last  year,  slim  pickings  among  small-caps  aside,  my  best 
recommendation  was  Sybron  Dental  Specialties  (28,  SYD),  mark- 
ing a  rebound  from  2002,  when  it  was  one  of  my  worst  picks.  Its 
87%  surge  from  when  I  wrote  about  it  last  February,  resulting 
from  new  products  and  overseas  demand,  would  brighten  any 
investor's  smile. 

My  next-best  performer  also  was  a  small-cap:  Sotheby's  (14,  f 
bid),  up  50%.  The  auction  market  is  improving,  and  the  fourth 
quarter  should  be  strong,  with  a  return  to  profitability  expected 
in  2004.  In  addition,  memories  are  fading  of  its  price-fixing 
scandal,  which  led  to  the  conviction  of  former  chairman  Alfred 
Taubman.  Stick  with  both  stocks. 

On  the  flip  side,  two  of  my  biggest  laggards  were  mid-caps: 
Interpublic  Group  (le,  ipg),  up  a  mere  2%,  and  Janus  Capital  Group 
(ie.  jks),  ahead  10%.  Like  Grey,  Interpublic  has  a  recovering  ad 
market  going  for  it.  A  sterling  client  roster  and  an  improving 
balance  sheet  should  help  it  out  of  the  red. 

Janus  made  unfortunate  headlines  in  the  recent  mutual 
fund  scandals.  That  said,  I  was  encouraged  by  management's 
response  and  candor,  and  I  believe  the  ethical  lapses  of  certain 
individuals,  no  longer  there,  are  not  representative  of  the  com- 
pany. For  contrarian  investors,  money  still  can  be  made  with 
both  Interpublic  and  Janus. 

Overall,  following  my  advice  in  2003  would  have  resulted 
in  a  26%  average  gain,  with  1%  included  as  a  commission 
cost,  or  4%  better  than  similarly  timed  purchases  of  the 
S&P  500.  F 

John  W.  Rogers  Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management,  Inc., 
the  advise;  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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Absolute  Return  |  By  Lisa  W.  Hess 

The  Year  That  Was 


DURING  THE  TV  SEASONS  OF  1963  TO  1965  AN 
intriguing  show  called  That  Was  The  Week  That  Was 
ran  on  NBC.  A  review  of  the  prior  week's  news,  the 
program  was  witty  arid  sardonic,  distinguishing  itself 
from  everything  else  on  TV.  This  was  a  risky 
endeavor,  and  it  failed.  Viewers  preferred  the  same  old  mediocre 
fare — silly  sitcoms  and  predictable  westerns. 

And  while  today's  crop  of  reality  shows  and  cop-drama 
knockoffs  (how  many  Law  and  Order  replicas  do  we  need?) 
don't  seem  to  show  much  increase  in  TV  sophistication  since 
the  1960s,  there  are  programs  around  that  combine 
news-related  humor  and  good 
ratings.  The  Daily  Show,  at  its 
outset,  was  a  risky  venture,  too. 
Its  success  demonstrated  that 
2003  was  a  good  time  to  take 
risks. 

For  the  2003  market  the 
dominant  theme  was:  the 
riskier,  the  better.  No  earnings? 
A  buy!  Distressed  junk?  Put  in 
an  order!  A  stock  priced  under 
$5  a  share?  Let's  have  a  few 
round  lots. 

Now  while  at  first  blush  this 
thinking  seems  ridiculously 
speculative,  it  actually  makes 
perfect  sense.  The  incredible 
performance  of  high-risk  assets 
in  2003  simply  demonstrates  one  of  the  most  reliable  themes  in 
investing,  which  is  regression  to  the  mean. 

According  to  this  mathematical  precept,  when  things  get  too 
undervalued  or  overvalued,  inevitably  they  will  return  to  nor- 
mal. The  trick  is  in  knowing  when  that  is.  Last  year  the  stock 
market  figured  that  prices  had  fallen  so  much  for  so  long  that 
they  were  due  to  snap  back.  And  they  did. 

A  good  signal  was  what  happened  in  the  bond  market.  From 
2000  to  2002  corporate  bonds  saw  a  big  gap  develop  between 
their  yields  and  those  of  ultrasafe  Treasurys.  For  BBB  corporates 
(one  level  up  from  junk),  spreads  were  three  standard  deviations 
away  from  their  mean.  That  was  a  once-in-a-lifetime  event.  The 
widening  ended  on  Oct.  8, 2002,  the  very  day  before  equity  mar- 
kets bottomed.  In  other  words,  stock  and  fixed-income  investors 
alike  began  to  believe  that  good  '  imes  lay  ahead — and  diat  their 
holdings  wouldn't  keep  spiraling  into  oblivion. 

A  review  of  the  coin  inmended  last  year  illus- 

trates this  theme.  Even  in  my  narrow  universe  the  riskiest 
names  did  the  best.  Electricity  providers  Williams  Cos.  (I0WMB) 
and  aes  Corp.  (9,  aes),  which  traded  foi  e  when  I  wrote 


Like  innovative  TV 

programming, 

risk-taking  can 


■ * — w  — 

stocks-as2003 
showed.  Last  year 
the  riskier  it  was, 

the  better  it  did. 
But  don't  expect  a 

repeat  in  2004. 


about  them,  were  up  326%  and 
231%,  respectively.  These  two 
companies  shucked  the  bad 
business  model  they  had 
copied,  out  of  jealousy,  from 
Enron:  the  overly  complex  trad- , 
ing  of  electricity  called  mer-  I 
chant  energy.  They  also  restruc- 
tured their  heavy  loan  burdens 
and  doffed  unneeded  assets. 
Stay  with  them. 

The  next-best  performer 
was  the  China  Fund  (4I.CHN),  up  146%,  reflecting  a  very  bullish 
view  of  a  region  not  known  for  helping  widows  and  orphans 
to  sleep  well  at  night.  Now  that  every  hot-handed  hedge  fund 
manager  sees  China  as  the  next  Asian  miracle,  the  question  for 
this  year  is  how  much  it  will  slow  down.  China  is  reminiscent 
of  the  California  gold  rush — a  rapid  upward  trajectory  punc- 
tuated by  booms,  busts  and  bank  failures.  I  would  sell  this 
closed-end. 

Despite  overburdened  balance  sheets,  three  Asian  airlines  I 
recommended  have  done  well  since  the  easing  of  the  SARS  epi- 
demic. The  gamble  here  was  whether  passengers  would  come 
back,  and  they  obliged.  The  higher  the  leverage,  the  better  the 
airlines'  stocks  did — leverage  exaggerates  wins  and  aggravates 
losses.  The  top  performer  was  the  most  indebted,  Hong  Kong- 
traded  China  Southern  Airlines  (42  cents,  1055  HK),  up  58%.  Then 
came  Cathay  Pacific  (9.30,  CPCAY),  whose  American  Depositary 
Receipts  rose  38%,  and  Singapore-traded  Singapore  Airlines  (6.61, 
SlASP),  up  only  5%.  Keep  these. 

I  continue  to  be  convinced  that  Japan  has  hit  a  generational 
low  in  equity  prices  and  is  recovering  from  a  decade  of  dor- 
mancy. Hang  on  to  the  MSCl  Japan  Index  Fund  (9.64,  EWJ),  an 
I-share  that  climbed  19%  since  I  recommended  it  in  Septem- 
ber. Don't  be  distracted  by  the  weak  dollar  and  its  possible 
effects  on  Japan's  exports  to  the  U.S.;  the  recovery  there  is 
broad-based  and  domestic  in  nature. 

Just  as  my  best  2003  ideas  were  in  the  energy  field,  so  were 
my  worst.  Mirant  (39  cents,  MIR),  off  77%,  filed  for  Chapter  1 1  in 
July.  Debt-laden  Teco  Energy  (14,  TE),  down  9%,  is  struggling 
from  a  Moody's  downgrade  to  junk  and  a  45%  dividend  cut. 

Overall,  my  2003  picks  (minus  a  1%  commission)  grew  an 
average  47%,  or  20  points  better  than  identically  timed  invest- 
ments in  the  S&P  500.  What  matters  most  is  identifying 
investors'  willingness  to  take  risk.  So  2003  was  not  only  the  year 
that  was  but  also  the  year  that  it  should  have  been.  This  means 
2004  will  be  a  lot  harder.  F 


I  ?.  ifKpt     I  Lisa  w-  Hess  is  a  New  York  money  manager. 
__..cnm    I  Visit  her  home  page  at  www.forbes.com/hess. 
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Focus  on  giving 
the  presentation... 
Not  on  carrying  it. 

If  you  give  presentations,  you  know  that  style 
and  substance  aren't  the  only  concerns.  The 
projector,  the  laptop,  the  notes  -  the  logistics 
of  getting  it  all  there  is  as  complicated  as  the 
presentation  itself.   But  now,  thanks  to  the 
new  SanDisk  Cruzer™  Mini,  those  days  are 
long  gone.  At  under  half  an  ounce,  the  Cruzer 
Mini  goes  anywhere,  and  with  up  to  256MB  of 
flash  memory,  it  takes  a  lot  with  it.  Hi-Speed 
USB  2.0  certified,  SanDisk's  Cruzer  Mini  lets 
you  transfer  data  faster  than  ever  before,  and 
because  of  its  thin  profile,  it  only  needs  a 
single  USB  slot  -  freeing  up  your  other  USB 
slot  for  additional  devices.  Just  drag,  drop, 
and  go.  It's  all  about  convenience.  No  extra 
hardware,  no  extra  weight. 

So  whether  your  presentation's  down  the  hall 
or  across  the  country,  you  can  take  your  files 
with  you  wherever  you  go  -  desktop  to 
laptop,  office  to  conference  room,  here 
to  there. 


7L* 


For  more  information  on 
SanDisk  Cruzer  Mini,  visit 
www.sandisk.com/executive 
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SanDisk  and  the  SanDisk  logo  are  registered  trademarks  and  Cruzer  is  a 
trademark  of  SanDisk  Corporation.  Other  brands  and  products  are  trademarks 
of  their  respective  holders.  ©  2003  SanDisk  Corporation.  All  rights  reserved. 
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Parliament  and  Kensington  Palace 

♦  1 1  days  of  luxury  cruising  aboard  the  #1  cruise  line  in 
the  world 
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world's  top  investment  experts  as 
they  share  their  strategies, 
forecasts,  and  recommendations 
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♦  new  ideas  and  make  new 

friends  with  like-minded  people 
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(outside  the  US,  please  call  941/955-0323,  (9:00  am  -  5:30  pm  EST)  002458 


Advertisement 


Instant  Advertiser  Information  to  receive  free  information 

from  Forbes  advertisers  visit  their  web  sites  or  call  the  listed  phone  numbers 

Forbes  Magazine  February  2,  2004 


Automotive 

^b  American  Honda  Motor  Co.,  Inc. 

www.hondacars.com 

^  Aston  Martin 

866-NA-  Aston 

www.astonmartin.com 

^  BMW  X3 

800-334-4BMW 

Bmwusa.com/newX3 

"*9  DaimlerChrysler 

www.daimlerchrysler.com 

^  Infmiti  (2004) 

800-706-9923 

www.infiniti.com 

^  Toyota 

www.toyota.com/tomorrow 

^  Toyota  Motor  Sales  (2004) 

800-GO-TOYOTA 

www.toyota.com 

Business  to  Business 
■^DHL 

1-800-225-5345 
www.dhl.com 


Computer/Technology 

Hitachi 
www.american  century.com 


Dental  Care 

'b  American  Dental  Association 
1-800-232-7698  Ext.  264 
www.ada.org/Source  Code  264 

Financial  Services 

ft  American  Century  Investments  (2004) 

www.amei  ican  century.com 

^  E*TRADE  FINANCIAL 

www.etr  >m 

t -800-78 

^b  Marsico      nds 

(888)860-1 

www.marsicoti  ids.com 


Travel 

^b  Asian  Affair  Holidays  (Singapore 
Airlines  2004) 

www.singaporeair.com/americas 
^  British  Airways 
1-800- AIRWAYS 
britishairways.com 

Business  Classified 

^b  Academic  Resource  Center 

1-800-951-1203 

www.arrc.org 

^  AtlanticTime.comWatches 

1-949-464-1103 

www.atlantictime.com 

-t  Bell  +  Howell 

1-888-752-6215 

^b  Capital  Asset  Management 

1-800-710-0002 

^b  Capital  Solutions 

1-800-499-6179 

www.4capitalsolutions.com 

^b  Delaware  Business  Inc. 

1-800-423-2993 

www.e-incorporate.com 

^b  Direct  Equities  LLP 

1-888-897-3105 

www.directequities.com 

^  Holiday  Timeshares  Resales 

1-800-704-0307 

www.holidaygroup.com 

•^  InfoUSA 

1-800-555-5335 

^b  InvestForClosurers  Financial 

1-847-289-0269 

www.investforclosures.com 

^b  National  Watch  &  Diamond  Exchange 

215-627-5626 

www.nationalwatch.com 

^  Nationwide 

1 -800-995-0049  ext.  1862 

www.renovateamerica.CDm 

-^  Publishers  Group 

1-800-675-6144 


^9  Robert  Graham  &  Co. 

954-782-0173 

www.robertgraham  1 874.com 

^b  Spendwise  Enterprises 

1-888-752-6215 

^b  Steven  Sears  CPA/Attorney 

1-949-262-1100 

www.searsatty.com 

Las  Vegas:  Corporate  Meetings 
/Incentive  Paradise 

^  Las  Vegas  Convention  and  Visitors 

Authority 

www.lvcva.com 

^b  Aladdin  Resort  &  Casino 

www.aladdincasino.com 

^b  America's  Guest 

www.americasguest.net 

^b  Bellagio 

www.bellagio.com 

~^b  Caesars  Palace 

www.caesars.com 

^b  Hard  Rock  Hotel  &  Casino 

www.hardrockhotel.com 

^  Mandalay  Bay  Resort  &  Casino 

www.mandalaybay.com 

^  Paris 

www.parislasvegas.com 

^b  Ritz-Carlton.  Lake  Las  Vegas 

www.ritzcarlton.com 

^b  The  Mirage 

www.mirage.com 

^  The  Venetian 

www.venetian.com 


^  =Web  visit  phone  call  only 


*■- " 


Hfialfh 


Think  Happy 

A  controversial  new  theory  links  depression  to  the  inability  to  grow  new  brain  cells. 

BY  ROBERT  LANGRETH 


IT'S  ENOUGH  TO  BRING  YOU 
down:  The  antidepressants  in 
the  medicine  cabinet  don't 
work  as  well  as  they  should.  The 
current  crop  of  drugs,  including 
the  big  names  such  as  Prozac, 
Celexa  and  Effexor,  work  by  boost- 
ing levels  of  brain  transmitters  sero- 
tonin or  norepinephrine  or  both, 
but  they  take  several  weeks  to  kick  in 
and  have  side  effects  including  sex- 
ual dysfunction.  Moreover,  the 
drugs  don't  work  in  about  one-third 
of  patients.  The  woebegone  often 
must  cycle  through  two  or  more 
drugs  to  find  one  that  works  well. 

One  reason  better  treatments 
don't  exist  is  that  depression 
remains  shrouded  in  mystery.  For 
years  researchers  figured  it  was 
caused  by  low  levels  of  serotonin 
and  other  chemicals,  but  if  serotonin 
alone  were  the  culprit,  antidepres- 
sants would  work  right  away. 

Ever  so  slowly  researchers  are 
beginning  to  identify  some  of  the  molecular  and  cellular  triggers 
of  depression,  including  stress  hormones  run  amok  and  bad 
genes.  Progress  on  these  fronts  may  lead  to  a  new  generation  of 
tar  more  efficient  treatments,  as  well  as  new  diagnostic  tests  to 
pinpoint  patients  at  risk. 

The  most  daring  new  theory  suggests  that  depression  is 
caused  not  only  by  chemical  imbalances  but  also  by  the  inability 
of  the  brain  to  grow  new  brain  cells.  Animal  studies  have  shown 
that  stress  damages  brain  cells  to  the  point  where  it  can  inhibit 
neurogenesis  (the  growth  of  new  brain  cells).  Imaging  studies 
on  depressed  humans  show  shrinkage  in  their  hippocampus,  a 
brain  region  involved  in  learning,  memory  and  emotion  that  is 
also  a  region  where  much  neurogenesis  occurs.  Although  the 
imaging  studies  cannot  determine  cause  and  effect,  it  is  possible 
that  the  structural  changes  may  have  come  first,  pred  sposing 
certain  patients  to  depression. 

So,  the  thinking  goes,  when  something  depressing  happens 
■to  a  chronically  stressed  or  anxious  person,  his  brain  is  unable  to 


bounce  back  by  creating  new  neu- 
rons and  neuronal  circuits  signaling 
better  times  ahead.  As  Princeton 
neuroscientist  Barry  Jacobs  puts  it: 
"They  can't  see  past  the  present  to 
see  the  sunny  day  that  comes  along 
in  everyone's  life." 

This  theory,  proposed  by  Jacobs 
with  collaborators  at  the  Salk  Institute, 
and  independently  by  a  Yale  Univer- 
sity team,  was  inspired  by  the  stunning 
gSp'  finding  in  the  1990s  that  adults  can 

sprout  new  brain  cells  throughout  life, 
contrary  to  decades  of  dogma  that 
adult  brain  cell  counts  are  fixed. 

Evidence  to  bolster  this  theory 
comes  from  research  showing  that  ex- 
isting depression  treatments  all  seem 
to  spur  brain  cell  production — just 
not  as  efficiently  as  we'd  like.  Prince- 
ton's Jacobs  found  that  activating  sero- 
tonin receptors  in  the  (animal)  brain 
aided  in  neurogenesis.  In  2000  Yale's 
Ronald  Duman  found  that  numerous 
antidepressants,  as  well  as  therapies 
such  as  electroshock,  boost  neurogenesis.  A  new  Columbia  Uni- 
versity study  is  even  more  direct,  showing  that  blocking  the  birth  of 
neurons  in  moody  rodents  blunts  the  effect  of  antidepressants. 

The  need-for-neurons  theory  is  controversial  and  the  evi- 
dence behind  it  circumstantial,  based  as  it  is  solely  on  animal 
studies.  One  question:  Why  would  regrowth  in  the  hippocampus 
reverse  depression,  when  the  ailment  also  affects  many  other  areas 
of  the  brain? 

But  if  correct,  the  theory  would  explain  why  antidepressants 
take  so  lonj.:  to  work:  It  takes  time  to  grow  new  brain  cells.  New 
drugs  that  work  more  directly  to  nourish  neurons  could  be  more 
effective  than  existing  serotonin-based  remedies,  have  fewer  side 
effects  or  kick  in  slightly  faster.  One  company  already  putting 
such  drugs  through  preclinical  testing  is  closely  held  Memory 
Pharmaceuticals,  in  collaboration  with  Roche  Holding.  Other 
companies,  such  as  Neurogen,  Aventis  and  Neurocrine  Bio- 
sciences,  are  in  early  tests  of  drugs  that  block  a  damaging  stress 
hormone  often  elevated  in  depressed  patients.  F 
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Travelin'  Light 

Fed  up  with  endless  airport  check-in  lines  and  security  delays? 

Skip  them.  Send  your  luggage  on  ahead. 

BY  ALAN  FARNHAM  AND  ROB  WHERRY 


N 


EXT  TIME  YOU  FLY,  CALL  RICHARD  ALTOMARE.  HE  RUNS  UNIVERSAL 
Express,  a  New  York  City  firm  that  will  pick  up  your  luggage  before 
your  trip  (anywhere  in  the  U.S.  and  at  select  locations  abroad)  and 
deliver  it  to  your  hotel  before  you  arrive.  This  luxury  costs  as  much 
as  $90  a  bag  and  requires  a  little  advance  planning,  since  the  deliv- 
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ery  takes  one  to  five  days.  Definitely  worth  it.  With  no  bags  in 
tow  vou  could  bypass  airport  check-in  lines  and  some  major 
security  hassles.  No  more  waiting  as  a  guard  rummages  through 
your  underwear.  "We  want  to  return  to  when  you  could  run 
through  the  airport,"  says  Altomare. 

Manhattan  facial  plastic  surgeon  David  Rosenberg,  37, 
used  a  similar  service,  from  another  New  York  freight  for- 
warder called  Luggagefree,  last  July.  "I'm  a  busy  guy,"  he  says. 
"I  was  traveling  with  my  wife  and  two  young  kids  to  Beaver 
Creek,  Colo.  We  had  two  large  suitcases,  a  golf  bag  and  a  baby- 
jogger."  He  paid  $300  one  way  for  the  load,  which  Luggage- 
free  picked  up  four  days  before  the  family's  flight  and 
wrapped  for  extra  protection.  When  the  Rosenbergs  arrived 
at  their  hotel,  their  bags  were  there  waiting,  already  unpacked 
by  the  concierge.  "It's  not  as  big  a  self-indulgence  as  it  seems," 
Rosenberg  explains.  "Not  having  bags  allowed  me  to  rent  a 
smaller  car." 

FedEx  offers  a  luggage  service,  too.  Take  your  bags  to  a  FedEx 
otTwc  to  get  tracking  tags.  For  no  extra  cost  you  can  get  the  pack- 
aging material  needed,  especially  for  golf  clubs,  skis  and  other 
outsize  sports  equipment.  Four-day  ground  shipping  of  a 
30-pound  suitcase  from  New  York  to  Los  Angeles  runs  $21; 
standard  overnight  costs  $96.  Double  the  weight  and  ground 
shipping  costs  $35.  FedEx  notes  that  you  should  call  your  hotel 
first  to  make  sure  it  will  accept  your  bags  before  you  arrive. 

Internationally  the  logistics  aren't  as  easy.  Some  countries 
don't  allow  cargo  shipments  with  personal  effects.  Check  the 
FedEx  Web  site  for  international  shipping  restrictions. 

Four-year-old  Sports  Express  in  Durango,  Colo,  specializes 
in  handling  travelers  with  skis,  snowboards,  bikes  and  golf  clubs. 
The  company  uses  FedEx,  DHL  and  UPS.  It  will  ship  a  32-pound 
bag  overnight  for  $88  including  pickup  (packaging  is  up  to  the 
customer),  about  the  same  as  FedEx.  Its  two-  and  three-day 
prices  for  the  same  bag  are  $76  and  $57,  respectively.,Universal 
and  the  other  luggage  shippers  have  a  lot  of  territory  to  conquer. 
Satish  Jindel,  a  transportation  analyst  who  consults  for  Univer- 
sal, estimates  that  300,000  bags  a  year  are  being  sent  ahead — 1  in 
1,600.  But  Altomare  thinks  he  can  greatly  expand  his  volume, 
which  ought  to  enable  him  to  wrest  deeper  discounts  from 
gfound  and  air  shippers  and  cut  prices  to  get  still  more  traffic. 
He  may  get  some  help  from  the  airlines,  which  boost  revenue  by 
charging  more  for  excess  luggage.  A  cross-country  economy  flier 
on  United,  for  example,  now  pays  $80  for  every  bag  over  the 
two-bag  allowance. 

Luggage  manufacturers  are  watching  from  the  sidelines, 
thinking  about  redesigning  bags  to  suit  ship-ahead  travelers. 
Wheels?  You  wouldn't  need  them — not  if  someone  else  is  doing 
the  schlepping.  But  bag  exteriors  would  have  to  be  toughened 
up  to  withstand  rougher  handling.  Already  Hardigg  Industries 
a  maker  of  specialized  shipping  containers,  is  working  on  a 
product,  a  consumer  variant  of  its  suitcase-size  Ston  ocase  used 
to  ship  weapons  and  scientific  instruments.  Suitcases  might  get 
bigger,  too,  since  extra  pounds  don't  cost  much  ior  ground 
shipping.  Hey,  maybe  it's  time  to  bring  back  the  steamer  trunk 
■(see  box).  F 


. . .  Or  Heavier 

AN  V.  Kasikci,  the  Turkish-born  hotelier  who  runs  the 
Peninsula  Beverly  Hills  hotel,  uses  bright  ideas  to  woo 
customers.  He  claims  to  be  first  in  the  world,  for 
example,  to  monogram  the  pillows  of  preferred  guests. 

Another  Kasikci  first:  in-flight  meals.  Guests  fed  up  with 
airline  food  (or  more  typically  today,  the  absence  of  it)  can 
order  off  a  special  to-go  menu  before  checking  out.  As  they 
leave,  they're  handed  a  handsome  carry-on  of  goodies,  sized 
perfectly  to  fit  an  airline  tray-table.  The  Peninsula  Beverly 
Hills  was  first  in  the  U.S,  too,  to  offer  24-hour  check- 
in/check-out.  Such  touches  helped  the  hotel  achieve  an  82% 
occupancy  rate  in  2003,  despite  the  war  in  Iraq  and  SARS— 
not  to  mention  a  room  rate  that  averages  $412. 

Next:  steamer  trunks.  Kasikci  believes  well-heeled  guests 
will  want  a  new  type  of  shipping  container  specially  tailored 
to  luggage-free  travel.  So  far  he  has  constructed  a  prototype, 
a  capacious  antique  purchased  off  Ebay  and  refurbished  in 
green  velvet.  It  is  practically  a  piece  of  furniture,  with  four 
drawees  on  one  side  and  a  hanging  bar  for  suits  and  coats  on 
the  other.  "A  perfect  temporary  closet,"  Kasikci  calls  it.  "You 
put  your  Los  Angeles  clothes  in  it— your  golf  shoes,  your 
short-sleeved  shirts.  Then,  when  you  arrive,  you  find  it  in 
your  room,  opened  and  unpacked."  He  plans  to  manufacture 
a  half-dozen  such  trunks  in  the  next  two  months,  to  be  sent 
as  gifts  to  select  customers.  —  A.F. 
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Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 
www.forbeswolfe.corri/frb 


Watches 


NATIONAL  WATCH  &  DIAMOND 
.  BUY  •  SELL  •  TRADE 


OVER  300  PRE-OWNED 
ROLEX  IN  STOCK 

also  Cartier.  Breilling  &  Tag 
Largest  Selection  of 
€     Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  notionalwatch.com 

8th  &  Cheslnul  Streels,  Phila  .  PA hwd  r,wian rf.im.fc. „»*. 


■cation 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


Timeshare 


TIMESHARES 


save  up  to... 

70 


% 


off  retail! 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 


CALL  (800)  704-0307 

ll'HHARl'1'M-SJ 


Health/Back  Pain 


mwMim 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  ''ollow  Road 
BrinrclirlM.nor,  NY  10510 
www.postuieiKlucation.com 


CALL  TOIL-FREE  1.800-392-0363 


Business  Opportunities  I  Business  Opportunities 


www.e-incorporate.com 


Buy  Foreclosed  Property 


Use  INVESTOR'S  Money.  Split  Big  Profits 

Complete  Training. 

Call  for  Free  Information. 

800-995-0049  ext.  1862 


OFFSHORE 


♦Companies 

♦  Banking 

:S"Cards  Capital  Asset 

♦rnvacy  Management 

(800)  7 10-0002        Fre*  Brochure 

Visa/MC/Amex     www.assetprotecuon.cooi 


Legal  Services 


Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsatty.com 


Whisky  &  Cigars 


Scotland's  Oldest  Most 

Distinguished 

Whisky  &  Cigar  Merchant 

Now  Ships  Worldwide. 

Rare  Malts,  Habanas  sa.  Pipes 
and  Personalized  Whiskies 

www.  RobertGraham  1 874.com 


Mailing  Lists 


MBMBIMMSMIBIIBB 


14  Million  Businesses  -  Select  by  geography,  sales  volume, 


business  type,  contact  name,  credit  rating,  and  more 

250  Million  Consumers  -  Select  by  age,  income,  home  value, 


buying  behavior,  geography,  and  more, 

Customer  Analyzer  &  Prospect  Builder  -  Analyze  your  current 


customers  &  find  prospects  that  match  Free  analysis  &  25  Free 
prospects  al  mfoUSA.com. 

iJ&USfc  1-800-264-4241 


Watches 


iGRi 


yikfci7/M«l!l3H 

GREAT  DISCOUNT  PRICES!^ 

•  TAX  FREE 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CARTIER,  OMEGA.  TAG.  ETC 

CALL  NOW  (949)  470-4545 


WWW.ATLANTICTIME.COM 


Form  Your  Delaware 
Corporation  or  (LLC)  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


IS  THIS  THE  PERFECT 
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Save  up  to  $50  on  the  BELLOHOWELt  Sunlight  Lamp! 

tone  every  day  of  the  year4ndoorsl 


CLEARER, 

EASY  ON  THE  EYES 

FOR  READING,  WORK, 
AND  HOBBIES 


Colors  look  more  vivid  and  true  to  life 
Sharp  visibility  for  details 
Better  contrast  for  reading 
Helps  reduce  eyestrain 

So  much  like  sunshine  it  feels  like  you're 
on  vacation! 

The  Bell  &  Howell  Sunlight  Lamp  could  be  the  most  important  advance  in  lamps 
since  the  invention  of  the  light  bulb!  It  simulates  outdoor  sunlight,  which  is 
balanced  across  the  entire  spectrum  of  color  visible  to  the  human  eye. 

Everything  seems  easier  to  see 

This  is  the  clearest,  whitest,  and  brightest  lamp  we  have  found.  Colors  look 
more  vivid  and  true  to  lite.  Black  and  white  contrast  is  improved,  and  details 
can  be  easier  to  distinguish. 

Helps  reduce  glare-related  eyestrain 

Soft  and  pure  white  light  spreads  evenly  across  your  personal  space.  So  you  see 
more  comfortably  for  reading,  working,  and  all  close  up  tasks  and  hobbies.  There 
is  virtually  no  glare,  making  this  the  perfect  companion  light  for  computer  work. 

Save  $$$  on  your  electric  bills! 

The  supplied  high-tech  27-watt  bulb  gives  as  much  light  as  an  ordinary 
150-watt  bulb,  but  uses  far  less  energy.  The  bulb  can  last  up  to  5000 
hours-  5  times  longer  than  other  bulbs — for  years  of  normal  use. 

We've  nicknamed  our  Sunlight  Lamp  the 
"It's  great  to  be  alive  lamp!" 

Many  people  say  that  dreary,  dark  days  make  them  feel  "blue"  and  that  bright 
sunny  days  have  a  cheerful  and  energizing  effect.  Now  you  can  switch  on  the 
sunlight  indoors  every  day  of  the  year! 

A  word  about  this  unheard  of  price 

This  lamp  features  the  state-of-the-art  performance  you  expect 
from  the  well-respected  Bell  &  Howell  name.  We  have  a  special 
arrangement  to  offer  it  to  you  at  an  unbelievably  low  price. 
Orders  will  be  filled  on  a  first  come,  first  served  basis. 

Get  your  floor  lamp  home  for  just 

$19.99! 

If  you  choose  the  4-payment  plan,  we  will  ship  you  the  floor 
lamp  with  your  first  payment  of  $19.99  plus  shipping  and 
handling.  After  that  we'll  bill  you  $19.99  once  a  month  for 
three  additional  payments.  3  year  warranty. 


Call  toll-free  TODAY  to  order  your  Bell  &  -fie',, 
Sunlight  Floor  Lamp  while  supplies  last! 

Floor  Lamp  (60.5  "high):  $79. 95  plus  SSH 
For  fastest  service  call  toll-free 

1  -888  -738-0077 

24  hours  a  day,  7  days  a  week  /  We  accept  checks  by  phone! 


BELL&HOWELL 

Bell  &  Howell  Sunlight  Lamp,  Dept.  2086 

P.O.  Box  5555   Thousand  Oaks,  CA  91359 

To  order  by  mail  please  call  toll  free 

1-888-738-0077  for  details. 


THOUGHTS 

On  the  Business  of  Life 


HP 

V's  cameramen  are  the  true  superstars  in  many  of  the  sports  events  covered  by  the 

networks.  That  thought  occurred  time  and  again  while  watching  Penn  State  breathtakingly 

mJHL       take  the  national  collegiate  football  championship  from  Miami  On  one  disputed  call — 

disputed,  too,  by  the  television  announcers — we  saw  instant  replays  from  different  angles  two  or  three 

times.  It  was  enough  to  make  you  marvel  at  the  rarity  of  wrong  calls  by  on-the-spot  referees.  First-rate 

cameramen  make  first-rate  sports  events  first-rate  viewing.  — MALCOLM  S.  FORBES  (1987) 


When  I  played  pro  football  I  never 
set  out  to  hurt  anybody  deliberately, 
unless  it  was,  you  know,  important, 
like  a  league  game  or  something. 

—DICK  BUTKUS 


On  Thanksgiving  Day  all  over  America, 
families  sit  down  to  dinner  at  the  same 
moment — halftime. 

—ANONYMOUS 


San  Francisco  has  always  been  my 
favorite  booing  city.  There  is  a  very 
special  intimacy.  When  they  boo  you, 
you  know  they  mean  you. 

—GEORGE  HALAS 


Baseball  is  what  we  were,  football 
is  what  we  have  become. 

—MARY  MCGRORY 


I  never  met  a  man  I  didn't  want 
to  fight. 


Cal  quarterback  Joe  Capp  used  to  call 
LV  LE  ALZADO      audibles  that  were  just  obscenities 

directed  at  the  other  team.  I  like  that. 

—GREG  ENNIS 


Football  players,  like  prostitutes, 
are  in  the  business  of  ruining  then- 
bodies  for  the  pleasure  of  stranger*. 


Football  is  violence  and  cold  weather 
MERLE  KESSLER      and  sex  and  college  rye. 

—ROGER  KAHN 


The  Rose  Bowl  is  the  onl  v 

seen  that  I  didn't  have  to  clean.  n  when  I  was  little  I  was  big. 

—WILLIAM  (REFRIGERATOR)  PERRY 


A  school  without  football  is  in  danger  of 
deteriorating  into  a  medieval  study  hall. 

— VINCE  LOMBARDI 


Something  goes  wrong,  I  yell  at  them, 
"fix  it,"  whether  it's  their  fault  or  not. 
You  can  only  yell  at  the  players  you  trust. 
—BILL  PARCELLS 


Being  a  woman  is  of  special  interest 
only  to  aspiring  male  transsexuals. 
To  actual  women  it  is  simply  a  good 
excuse  not  to  play  football. 

—FRAN  LEBOWITZ 


A  Text... 

The  slothful  man  roasteth  not 
that  which  he  took  in  hunting: 
but  the  substance  of  a  diligent 
man  is  precious. 

—PROVERBS  12:27 

Sent  in  by  Charles  Smith,  Boone,  N.C. 
What's  your  favorite  text?  Forbes  Book  of 
Quotations:  Thoughts  on  the  Business  of  Life  is 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  arc  available  in  a  900-page,  one-volume 
deluxe  edition.  Forbes  Book  oj  Quotations:  Thoughts  on  the 
Business  oj  Lift.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  Mem  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll  free,  1 -800-876-6556. 
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VEGA  BOOKS 


Ours  isn't  the  only  name  on  the  box. 

Anna  Vega  is  a  demanding  employer.  Her  daughter,  Paula,  knows  this 
firsthand.  That's  why  Paula,  like-mother-like-daughter,  demands  fedex.com. 
Along  with  work  in  general,  it  makes  labeling,  tracking  and  shipping  faster 
and  easier.  She  can  track  and  get  confirmations  from  her  PDA,  pager  or 
cellphone.  Paula  isn't  Anna's  only  employee,  but  she  is  her  favorite. 
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Avalon  XLS  shown  with  available  power  moonroof  and  Premium  Luxury  Package.  ©2003  Toyota  Motor  Sales.  U.S.A..  Inc 
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Wellmark  Blue  Cross  and  Blue  Shield  want 
an  on-line  solution  to  personalize  enrollme 
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'  the  Blue  Cross  and  Blue  Shield  Association,  operating  in  Iowa  and  South  Dakota 
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Commence  the  ear  popping.  The  All-New  BMW  X3  ascends  virtually  any 
drive  technology  improves  traction  and  dynamics  by  shifting  power  where 
could  only  make  it  a  BMW.  Visit  your  BMW  center  or  bmwusa.com/newX3 


The  New 
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mountain  road  effortlessly.  Revolutionary  xDrive  all-wheel 
you  need  it,  when  you  need  it.  And  it's  got  }:he:kind  of  agility  that 
and  experience  a  sense  of  euphoria,  no  matter  your  altitude. 


The  All-New  X3 
from  $30,995* 


bmwusa.com/newX3 
1-800-334-4BMW 


The  Ultimate 
Driving  Machine* 
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For  reservations  and  flight  schedules,  please  call  M,    ij  i  -2  9264,  your  travel  agent  or  log  on  to  www.malaysiaalrlines.com 


Think 

on  the  way  to  the  airport. 

(You're  the  Chairman. 

You  can  call  it  'thinking' 

if  you  want  to). 


You  can  call  it  good  time  management. 

You  can  call  it  preparing  for  your 

trip/your  meeting/your  presentation. 

You  can  call  it  an  ancient  Tibetan 

meditation  technique. 

And  who  will  disagree  with  you? 

Precisely. 


Complimentary  chauffeur  driven  sedan  for 

First  and  Business  Class  passengers  originating 

from  New  York  and  Los  Angeles, 

within  a  40  mile  radius  of  the  airport. 

Terms  and  conditions  apply. 
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Data  Ready  To  Go 

Sybase  Data  Management  solutions 
deliver  the  data  agility  that  makes 
field  force  automation  possible.  Real 
results.  Real  ROI.  Real  fast. 
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Security  Everywhere 

For  real-time  transactions,  nothing 
is  better  or  more  secure  than  Sybase 
SQL  Anywhere,  the  world's  leading 
mobile  data  management  and 
synchronization  solution. 
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Sybase  is  the  world's  number  one 
provider  of  mobile  middleware* 
You'll  find  Sybase  technology  at 
work  in  over  80%  of  the  top  100 
companies  in  the  FORTUNE  500? 

Start  your  journey  to  the 
Unwired  Enterprise. 

Sybase 

The  Enterprise.  Unwired. 


Download  your  free  copy  of  the  Sybase/Intel 
White  Paper:  Unwiring  the  Enterprise  at 

www.  Sybase .  com/f  f 


•Source:  IDC.  Worldwide  Mobile  Middleware  Competitive  Analysis.  2003: 
Forecast  for  2003-2007.  IOC  #29580.  Jul  2003. 
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THE  NEW  FU I  SIZE  NISSAN  PATHFINDER  ARMAC 

adventurers.  Fold-Hat  2nd-  d  3rd-row  seating.  A  muscular  305-hp,  5.6-liter  Nissan  Endurance  V8  enc 

Nissan  Mobile  Entertainme  I  System-DVD.  Everything  you  need  to  quietly  get  up  the  mountain.  And  n 

'Wl,ho>"  ■■■•!  on  LE  models.  Cargo  and  load  capacity  limited  by  weight  and  distribution.  See  Nissan  Towing  Guide  and 

your  seat  bell,  and  please  don't  )3  Nissan  North  America,  Inc.                                                                                                                                         • 
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A  Passion  to  Perform. 


Aiming  higher. 

Here's  to  the  head  start.  To  the  will  to  win  through. 

At  Deutsche  Bank  we  share  your  passion  to  hit  the 
ground  running,  to  seize  the  opportunity,  to  make  it 
happen. 

It's  what  makes  us  one  of  the  world's  leading  financial 
institutions.  And  it's  why  the  most  demanding  clients 
in  the  US,  and  around  the  world,  trust  us  to  perform. 

Across  disciplines,  across  regions.  With  absolute 
dedication,  leading-edge  insights,  powerful  solutions. 

Are  you  ready? 
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Here's  a  hefty  little 
gem  to  consider.  Diamonds 
are  all  30  slocks  of  the 
Dowjones  Industrial 
Average  wrapped  up  in 
one  convenient  exchange 
traded  fund.  Which  gives 
your  portfolio  a  diverse 
blue-chi}}  foundation  in 
a  single  transaction. 

Each  Diamond  share 
(DIA)  represents  all  of 
The  Dow's  companies, 
just  like  a  traditional 
index  fund.  But  you  can 
buy  and  sell  Diamonds 
all  day  long,  just  like  a 
slock.  So  they're  the  best 
of  both  worlds — made  even 
better  by  tax  efficiency 
and  low  management  fe^s! 

Diamonds  are  one  of 
IOO+  exchange  traded 
funds  listed  on  the 
American  Stock  Exchange. 
Ask  your  advisor  for 
details  and  learn  why 
these  Diamonds  have  their 
own  unique  brilliance. 
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Lawyers  I,  Consumers  0DOyouhavea 

Citibank  credit  card?  You  may  be  in  for  a  little  money  from  the 
recent  settlement  of  a  class  action  charging  the  bank  with  an 
obscure  transgression  involving  the  hour  of  the  day  when  pay- 
ments are  credited.  Someone  I  know  just  landed  a  7-cent  wind- 
fall from  this  case,  entitled  Schwartz  v.  Citibank.  If  he's  not  grin- 
ning, the  plaintiff  lawyers  sure  are.  They  are  pocketing 
$7  million  for  bringing  Citi  to  heel. 

At  least  the  plaintiffs  are  getting  cash,  of  a  sort.  Often  the 
huge  victory  trumpeted  by  the  lawyers  involves  coupons  from 
the  company  that  did  wrong.  Generally  speaking,  the  lawyers  are 
unwilling  to  take  coupons  as  their  fee. 

Pennies  for  the  victims,  millions  for  lawyers.  How  did  the 
consumer  rights  crusade  veer  so  far  off  course?  Robert  Lenzner 
and  Emily  Lambert  tell  some  of  the  history  in  a  story  (p.  82)  on 
Milberg  Weiss,  a  giant  of  the  class  action  bar  (albeit  not  the  firm 
behind  Schwartz).  Class  suits  were  supposed  to  give  a  voice  to 
victims  too  helpless  and  dispersed  to  get  justice  on  their  own. 
They  have  morphed  into  a  system  for  enriching  insiders — to 
wit,  lawyers  and  insurance  companies. 

When  a  law  firm  expects  to  be  paid  a  large  sum  for  making 
hypertechnical  changes  in  credit  card  procedures,  or  for  telling 
Toshiba  how  to  design  floppy  drives,  or  for  discovering  that  Intel 
shares  are  volatile,  who  is  going  to  pick  up  the  tab?  Isn't  it  ulti- 
mately the  little  guy  who  is  the  supposed  beneficiary  of  all  this 
courthouse  activity?  Who's  paying  the  premiums  on  the  liability 
policies  sometimes  used  to  buy  off  the  lawyers  in  shareholder 
class  actions?  Wouldn't  it  have  to  be  the  shareholders? 

Congress  is  thinking  about  clamping  some  restraints  on  the 
class  action  bar,  for  example  by  moving  bigger  cases  from  loony 
state  courts  into  the  federal  system.  The  bill  doesn't  go  far 
enough.  Let's  add  two  more  restraints. 

First,  economic  impact  statements.  Before  signing  a  settle- 
ment order,  the  judge  would  have  to  figure  out  where  the  money 
is  really  coming  from. 

Next,  the  Eat  Your  Own  Dog  Food  Act.  If  the  setdement  con- 
sists of  coupons  and  tiny  refunds,  the  lawyer's  fee  would  consist 
of  coupons  and  a  stack  of  7-cent  checks. 
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Dear  Hetel  One  DrinKer 

Here  is  the  recipe  for  our  signature 

cocHtail: 

TaKe  one  part  Ketel  One 

Add  nothing 

Drink. 
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READERS  SAY 


What  Next?  St.  Grubman  Day? 

Regarding  "In  Defense  of  Greed"  (On  My  Mind,  Feb.  2,  p.  36):  John  Stossel's 
comparison  of  Mother  Teresa  with  Michael  Milken  is  too  much  of  a  stretch.  He 
overlooks  some  basic  differences.  Mother  Teresa's  impact  on  people  was  spiri- 
tual, not  material,  and  affected  not  thousands  but  millions.  Milken  went  to  jail 
not  because  of  his  greed,  but  because  he  broke  the  law.  Selfishness  isn't  illegal, 
but  securities  fraud  is.  By  the  way,  "junk  bond"  isn't  a  negative  term  per  se,  but 
a  description  of  the  bond's  high-risk  nature. 

WEI  HUANG 
San  Jose,  Calif. 


Humble  Pie  a  la  Mode 

I  agree  with  columnist  Kenneth  Fisher, 
who  calls  the  market  "The  Great  Hu- 
miliator"  (Jan.  12,  p.  204).  But  chances 
are  that  Fisher  will  be  one  of  those  hu- 
miliated. Other  boom  markets  were 
not  accompanied  by  a  sinking  dollar. 
Our  currency  is  falling  because  we're 
no  longer  as  competitive  as  we  used  to 
be.  Also,  factor  in  the  huge  costs  of 
homeland  security.  (Remember,  a  fac- 
tory guard  makes  not  one  thing  the 
owner  can  sell.  Security  is  pure  ex- 
pense.) And  sooner  or  later  the  Fed  will 
increase  interest  rates,  reducing  the 
capitalized  value  of  both  bonds  and 
stocks. 

ROBERT  MASON 
Simi  Valley,  Calif. 

Icahn,  Icahn't 

"Carl  Icahn,  Save  Us"  (Side  Lines, 
Feb.  2,  p.  16)  equates  a  $10  increase  in 
share  price  with  an  equivalent  increase 
in  the  wealth  of  the  U.S.  (based  on  the 
number  of  outstanding  shares).  Oh, 
please.  Market  capitalization  is  an  ex- 
cellent method  for  comparing  the 


share  price  and  value  of  different  com- 
panies, but  it  in  no  way  reflects  the 
wealth  of  individual  shareholders  or 
the  U.S.  in  general.  It  is  similarly  disin- 
genuous for  pundits  to  report  that 
$2  trillion  to  $3  trillion  of  wealth  was 
lost  following  the  collapse  of  the  dot- 
com bubble.  Certainly  some  real 
wealth  was  lost  when  Silicon  Valley 
conducted  fire  sales  of  used  comput- 
ers and  leather  chairs,  but  what  was 
really  lost  were  overly  inflated  market 
capitalizations. 

RANDOLPH  J.  WILLARD 
San  Marcos,  Calif. 

Folio  Imbroglio 

In  "Do-It-Yourself-Fund"  (Feb.  2, 
p.  108),  FORBES  presented  FolioFN  as  an 
excellent  approach  for  some  investors. 
But  some  statements  could  be  misinter- 
preted. FORBES  says  that  at  a  $50,000  in- 
vestment level  an  annual  subscription 
fee  for  a  Folio  Investing  account  is  more 
expensive  than  the  annual  fees  for  a 
Vanguard  Index  fund.  But  Folio  Invest- 
ing isn't  a  mutual  fund.  It's  a  brokerage 
account,  a  unique  one  that  lets  investors 
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determined  to  give  people  everywhere  the  power  to  live,  belter.  Thai's  why  we're 
constantly  engineering  ways  to  improve  the  efficiency  of  power  generation  technology 
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buy  a  complete  portfolio  of  securities, 
which  they  can  then  manage,  in  a  single 
transaction.  Investors  can  buy  or  sell  frac- 
tions of  shares  so  they  can  achieve  imme- , 
diate  diversification  with  no  minimum 
investment,  and  they  trade  commission- 
free  for  a  low  membership  fee. 

FORBES  also  says,  "One  downside  to 
FolioFN  is  that  you  are  buying  market 
orders,  filled  twice  a  day,  so  brokers  can 
play  games  and  charge  you  more  on  the 
stock  price."  In  fact,  we  designed  our  sys- 
tem to  make  absolutely  no  gain  from  the 
spread  on  trades.  Our  strong  growth  in 
retail  and  institutional  clients  is  based  on 
the  exceptional  capabilities  and  value  of 
our  system. 

GREG  VIGRASS 
Exec.  Vice  President,  FolioFN,  Vienna,  Va. 

FORBES  did  not  intend  to  imply  that  FolioFN 
brokers  overcharged  or  otherwise  played 
games  with  market  orders.  We  regret  the  im- 
plication. -Ed. 

Leave  It  to ...  Bachelor  Bob? 

Regarding  "The  Searcher"  (Jan.  12, 
p.  44):  Finally  someone  in  TV  speaks  the 
truth.  Yes,  Jeffrey  Zucker  [programming 
chief  of  NBC],  some  of  last  season's 
shows  "just  sucked."  Actually,  a  lot  of 
them  did.  As  long  as  the  networks  chase 
after  cheap  shows  that  produce  in  the 
short  term — since  reality  shows  have  no 
syndication  life — we  will  all  suffer.  Cre- 
ating quality  takes  an  investment  of  time, 
money  and  patience,  three  things  our  mi- 
crowave culture  seems  to  loathe.  As  that 
search  continues,  TV  execs  will  feign 
shock  over  how  shows  like  the  Carol  Bur- 
nett reunion  stand  alone  at  the  top  of  the 
ratings. 

KERI  SCAGGS 
Pacific  Palisades,  Calif. 

Raiders  of  the  Lost  Art 

Regarding  "The  Return  of  the  Mummy" 
(Dec.  22,  2003,  p.  156):  Congressman 
Leach  is  wrong  to  say  that  there's  "a  bit 
of  a  dilemma  between  the  national  in- 

md  the  rights  of  collectors."  The 
national  interest  lies  in  balancing  a  re- 

ble  antiquities  market  with  the 
protecting  important  cultural 
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artifacts  and  archeological  sites  in  for- 
eign nations.  When  Congress  passed  the 
Convention  on  Cultural  Property  Im- 
plementation Act  in  1983,  it  allowed  the 
U.S.  to  reserve  judgment  regarding  the 
merit  of  enforcing  sometimes  dubious 
foreign  patrimony  claims.  That's  why 
major  U.S.  museums,  auction  houses 
and  other  American  cultural  groups 
have  opposed  the  Leach-English  "Iraq 
Cultural  Heritage  Bill."  Its  stated  goal  of 
barring  the  import  of  looted  Iraqi  or- 
Afghan  artifacts  is  laudable.  But  its  un- 
acknowledged effect  would  be  to  prevent 
museums  and  dealers  from  considering 
the  scope  of  U.S.  import  restrictions  in 
response  to  future  cultural  emergencies. 
That  would  undo  the  careful  balance 
Congress  worked  so  hard  to  achieve 
in  1983. 

WILLIAM  G.  PEARLSTEIN 

Attorney,  Golenbock  Eiseman 

New  York,  N.Y. 

Diplomacy,  Big  Apple-Style 

Regarding  "UN.:  Get  Out  of  New  York!" 
(Current  Events,  Feb.  2,  p.  29):  I  love  the 
idea  of  throwing  the  UN.  and  all  its- 
time-and-money  wasters  out  of  New 
York.  For  what  the  UN.  costs  the  city's 
taxpayers  each  year,  it's  simply  not  worth 
the  trouble.  But  don't  suggest  yet  another 
bureaucratic  mess  move  in!  We  don't 
need  NATO,  either.  Use  the  land  for  af- 
fordable housing,  shops  or  schools,  all  of 
which  would  benefit  New  York.  Build  a 
few  more  parks — even  a  multiuse  sports 
stadium  with  sufficient  parking.  But  no 
more  bureaucracies. 

JUDY  ROSNER 
Elmhurst,  III. 

Safety  First 

In  "Our  Scorecard"  (Feb.  2,  p.  128)  we 
mistakenly  refer  to  Mine  Safety  Appli- 
ances as  a  European  helmetmaker.  In 
fact,  the  Pittsburgh-based  company 
manufactures  a  slew  of  safety  equipment 
products. 
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Send  e-mail  to  readers@forbes.com  or  visit 
www.forbes.com/lcttcrs.  Letters  will  be  edited. 
Please  include  address  and  phone  number. 


Plan  A: 

Invent  an  entirely  new  system 
for  integrating  data,  enterprise 
and  partners.  Waste  months. 
Bleed  cash.  Hunt  down  the  guilty. 
Punish  the  innocent. 


Plan  B: 
Don't. 


Welcome  to  a  new  way  of  thinking.  Sterling  Commerce  delivers 
flexible,  modular  integration  solutions  designed  to  maximize  return 
on  the  technology  investments  you've  already  made.  We  help  you 
leverage  your  existing  infrastructure  to  create  solutions  that  provide 
measurable  results  fast.  Find  out  how  you  can  address  the  challenges 
you're  facing  today  while  building  the  fully  integrated  environment 
of  tomorrow,  sterlingcommerce.com 


J  sterling 
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gets  an  extra  1000  miles 
every  time  they  fly . 

At  AA.com.,  you  do 


i  us  4&>ad.  Las  Vagas,  VI    ^Advantage  nembe 


I   ■ 


But  that's  just  the  beginning.  In  addition  to  earning  1 000  AAdvantage®  bonus  miles  when  you  book  a  round  trip  at 

AA.comf  you  can  print  your  own  boarding  pass  online.  Have  the  latest  flight  information  sent  straight  to  your  mobile 

phone,  PDA  or  e-mail.  Receive  the  latest  online  specials.  And  never  pay  an  online  booking  fee.  Plus,  you  can  track 

and  control  all  those  miles  you're  racking  up.  So  next  time  you  fly,  start  at  AA.com  and  get  a  lot  more  airline. 


American  Airlines  {i 
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FftCT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


Mideast  Miracle? 


WHEN  IT  COMES  TO  THE  MIDDLE  EAST,  THE  EYES  OF  THE  WORLD 
focus  mainly  on  Iraq  and  on  the  Israeli- Palestinian  conflict.  Yet  in 
coming  months  Egypt  will  be  initiating  reforms  that  should  dra- 
matically transform  its  economy  into  a  wealth-creating,  wealth- 
distributing  dynamo  that  will  lead  millions  of  Egyptians  into  a 
vibrant,  increasingly  democratic  middle  class.  The  country  is  set 
to  become  an  economic  miracle  rivaling  Ireland  or  Hong  Kong. 
In  doing  so,  Egypt  will  deal  a  devastating  blow  to  global  terrorism. 

The  catalyst  is 
something  that's  pro- 
saic yet  absolutely 
essential  for  a  sus- 
tained, innovation- 
oriented  economic 
takeoff,  property  rights. 
We  in  America  and  the 
rest  of  the  West  take 
our  inclusive,  easy-to- 
access  property  sys- 
tems for  granted.  You 
own  land,  for  instance, 
and  everyone  recog- 
nizes it.  You  can  readily 
mortgage  it.  Want  to 
start  a  business?  The 
legal  requirements  are 
easy.  Want  to  sell  bonds 
or  shares  or  use  other  capital-raising  instruments?  The  legal 
structures  to  do  so  are  open  to  anyone  who  can  meet  standard 
requirements.  Commercial  contracts?  They're  widespread,  and 
the  courts  are  there  to  enforce  them  and  to  adjudicate  disputes. 
•  Incredibly,  most  of  the  world  has  no  such  property  rights 
or  common  rule-of-law  system.  Japan  didn't  until  after  World 
War  II,  when,  under  General  Douglas  MacArthur's  occupation, 
it  shucked  off  its  medieval  social  structure  and  put  in  place 
institutions  and  laws  with  principles  long  familiar  to  Ameri- 
cans. This  dramatic  change  played  a  critical,  oft- overlooked  role 
in  Japan's  rapid  postwar  modernization  and  economic  expan- 
sion. After  all,  in  the  early  1900s  Japan's  per  car  ita  income  was 
less  than  that  of  Peru. 

After  several  years  of  preparation,  Egypt  is  about  to  com- 
mence a  Japanese-like  makeover  of  its  societ) ,  one  that  will  pro- 
foundly and  positively  impact  the  rest  of  the  Middle  Ea  st  and  the 
developing  world.  Reforms  will  create  easy  access  to  private  prop- 
erty for  all  Egyptians,  including  those  in  cirv  skims.  All  enter- 
prises will  be  able  to  easily  turn  themselves  into  legal  entities;  pre- 
viously, obtaining  a  business  license  had  been  a  cosuy  process  that 


Countries  like  Egypt  have  plenty  of 
entrepreneurial  energy.  They  need  new 
structures  to  let  this  impulse  fully  flourish. 


could  take  nearly  two  years.  Not  surprisingly,  most  Egyptian 
businesses  are  extralegal,  part  of  the  country's  shadow  economy. 
Most  development  experts  ignore  the  elephant  in  the  room — 
the  fact  that  most  people  in  the  world  operate  outside  their  coun- 
try's formal  legal  systems.  In  Egypt's  case,  88%  of  all  enterprises 
are  extralegal,  as  is  92%  of  the  country's  housing.  Egypt  and 
other  developing  countries  do  not  lack  for  entrepreneurs;  they 
lack  institutions  and  legal  structures  that  would  enable  their 
entrepreneurs  to  expand  and  truly  flourish.  The  Peru-based 
Institute  for  Liberty  and  Democracy,  which  spurred  this  project 
and  is  headed  by  economist  Hernando  de  Soto,  estimates  that 
Egypt's  shadow  economy  has  accumulated  $248  billion  in  assets. 
But  as  De  Soto  notes,  "All  this  activity  and  all  the  assets  in  the 
extralegal  economy  are  dead  capital — assets  that  cannot  be  lever- 
aged to  obtain  credit  and  investment.  To  convert  all  of  this  dead 
capital  into  live  capital  requires  the  two  cornerstones  of  a  market- 
based  rule  of  law:  legal  property  rights  that  cover  all  of  Egypt's 
assets  and  good  business  law  for  entrepreneurs." 

Too  often,  Western  aid  programs  assume  that  codifying  prop- 
erty rights  means  documenting  existing  formal  properties  and 
businesses;  they  overlook  the  fact  that  most  such  assets  are  out- 
side the  system — they  are  informal.  In  the  U.S.  property  laws  often 
followed  what  people  did  informally.  American  property  law  his- 
tory can  be  summed  up  as  having  turned  squatters  into  pioneers. 
The  system  prevalent  in  most  of  the  rest  of  the  world  is 
immensely  costly.  It  hampers  the 
ability  of  businesspeople  to  expand. 
There  is  too  little  accountability  for 
performance,  and  this  also  hobbles 
growth.  When  people  are  brought 
into  the  formal  economy  and  legal 
system,  the  rule  of  law  takes  on  real 
life.  People  then  know  who  owns 
what.  Losses  can  be  tracked  and 
fraud  attacked.  Contracts  and  rules 
can  be  enforced.  The  current  infor- 
mal system  effectively  excludes  most 
businesspeople  from  having  access 
to  their  national  economies,  not  to 
mention  the  global  economy.  In 
effect,  Egypt  will  be  doing  what  Japan  did  in  the  late  1940s — it 
will  be  legalizing  what's  already  there. 

The  massive  informal  economies  in  Egypt  and  elsewhere 
resoundingly  put  paid  to  the  hand-wringing  conclusion  of 
many  Western  experts  that  certain  cultures  and  religions  are 
incompatible  with  Western-style  free  enterprise. 

The  kind  of  survey  Egypt  engaged  in  several  years  ago  to  dis- 


Hernando  de  Soto:  The 
fundamental  ingredient  for 
a  vibrant  entrepreneurial 
world  v,  property  rights. 
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cover  what  its  informal  commercial  and  housing  patterns  and 
systems  actually  were  should  be  replicated  in  Iraq  and  other 
nations.  Societies  evolve  differently,  so  no  one-size-fits-all 


approach  will  work.  What  will  work  is  to  legalize,  to  make  trans- 
parent the  systems  that  hundreds  of  millions  of  businesspeople 
and  homeowners  around  the  world  have  already  created. 


Fight  Cancer!  Reduce  Heart  Disease!  Live  Longer! 


WHAT'S  THE  ELIXIR  THAT  DOES  ALL 
this?  Red  wine?  Green  tea?  No,  hot 
chocolate.  A  recent  comparative 
study  conducted  by  Cornell  Univer- 
sity researchers  and  published  in  the 
Journal  of  Agricultural  &  Food  Chem- 
istry found  that  a  hot  cup  of  cocoa 
contains  the  highest  concentration 
of  antioxidants,  the  chemicals  that 
help  fight  cancer,  heart  disease  and 
aging.  The  race  wasn't  even  close: 


Cold  weather's  fun  with 

1  HotNTstleV 


m  Sum  Start  die  Bji  0»  *m  *»! 


W»£ 


Cocoa's  antioxidants  were  almost 
two  times  stronger  than  those  found 
in  red  wine  and  up  to  five  times 
stronger  than  those  in  black  tea. 

Isn't  cocoa  rich  in  calories?  Yes,  but 
you  can  reduce  those  by  using  skim 
milk  and  certain  artificial  sweeteners. 

Let's  hope  this  Cornell  study  is  a 
harbinger  of  research  demonstrating 
the  positive  effects  of  cake,  pie,  pizza, 


J£TL 1   ice  cream  and  potato  chips. 


May  Stocks  Grow  Like  Our  Language 


The  Meaning  of  Everything:  The  Story  of  the  Oxford  English 
Dictionary — by  Simon  Winchester  (Oxford  University  Press,  $25). 
Who  would  have  thought  the  story  of  a  dictionary  could  be  so 
absorbing?  But  this  is  no  ordinary  dictionary — and,  as  this  book 
makes  clear,  English  is  no  ordinary  language.  The  epic 
idea  of  the  Oxford  English  Dictionary — to  find  every 
word  in  the  English  language — was  typical  of  the  Vic- 
torian era,  a  time  when  dazzling  inventions  and  seem- 
ingly impossible  projects  were  pursued.  No  other  dic- 
tionary, not  even  Samuel  Johnson's  famous  one,  had 
ever  come  close.  The  goal  was  to  give  not  only  the  def- 
initions of  a  word  but  also,  in  effect,  that  word's  biog- 
raphy, chronicling  its  various  uses  from  its  origin  to 
the  present.  No  one  had  any  idea  the  project  would 
take  nearly  seven  decades  to  complete. 

Winchester  brings  to  life  the  trials  and  tribulations  of  creat- 
ing the  OED,  particularly  the  never-dull  personalities  of  those 
who  were  involved.  Moreover,  he  delightfully,  admiringly  gives 
us  an  appreciation  of  the  wonderfully  adaptive,  ever-expanding 
English  language.  In  the  12th  cenl  were  about  100,000 

words.  But  new  ones  were  constantly  being  added,  at  that  time 
mostly  from  Norman  French.  B)  the  e?  d  of  the  Renaissance 


there  were  some  200,000  words.  By  the  time  the  Oxford  English 
Dictionary  was  completed,  in  1928,  the  number  had  burgeoned 
to  414,825.  Now,  in  its  latest  online  edition,  the  OED  has 
expanded  to  more  than  600,000  words,  including  such  new 
entries  as  "Muggle,"  "dooms"  and  "fast-track." 

The  hero  (probably  the  only  man  who  could  have 
made  this  project  work)  was  James  Augustus  Henry  Mur- 
ray. Born  into  humble  circumstances  in  Scodand,  this 
onetime  bank  clerk  and  schoolteacher  had  the  amazing 
knowledge,  perspicacity  and  stick-to-itiveness  to  organize 
the  undertaking  and  push  it  on  an  irrevocable  course  to 
completion.  It  involved  coundess  volunteers,  who  scoured 
periodicals  and  books  from  the  present  day  back  to  cen- 
turies past  in  order  to  track  down  every  word.  But  it  was 
not  only  the  scope  of  the  project  that  was  awesomely  challenging. 
For  years  Murray  was  harassed  by  the  Oxford  University  Press  and 
the  society  that  originated  the  project,  particularly  by  Philip  Lyttel- 
ton  Gell,  who  ran  the  Press  for  1 3  years.  "Gell  chivvied  Murray  end- 
lessly and  at  times  most  cruelly."  But  ultimately  virtue  triumphed. 

A  story  that  could  have  been  stultifyingly  dull  is  fascinatingly  told, 
with  a  verve  and  reverence  for  the  English  language  that  would  have 
won  huzzahs  from  Shakspere  (Murray's  favored  spelling)  himself. 


RESTAURANTS:  GO,  C 
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Edible  enlightenment  fron  rt'    m  Jones  and  colleagues  Patrick  Cooke  and  Monie  Begley, 

II      /      hers  Bob,  Kip  and  Tim. 


•  Alouette— 2588  Broadway,  between  s 

(Tel.:  212-222-6808).  The  ambience  at  this         i    •     \         ^ 
bistro  could  not  be  more  welcoming.  The    .      '  •    I      t 
and  the  onion  soup  are  superb;  the  duck,  roasl  chicken      J 
hanger  steak  are  all  delicious  and  skillfully  pi e;     c.     1. 
ing  desserts — especially  the  yummy  apple  tart. 
I  Patroon- 160  East  46th  St.    I  1.:  212-883-73 
elegant,  stylish  clubby  decor.  The  excellent  tor        \  aried  and 
interesting.  Try  the  hamachi  Sashimi,  the  strip  st<         i     >over 


sole  or  the  leg  of  lamb  served  with  delicious  truffle  whipped 
potatoes.  Wonderful  service. 

•  The  Water  Club-East  River  at  30th  St.  (Tel.:  212-683-3333). 
Few  spots  in  town  are  as  beguiling  as  a  window-side  table  at 
this  restau  ant  built  on  a  barge.  Eating  here,  looking  out  at  the 
bridges,  is  much  like  eating  on  someone's  big  yacht.  And  the 
service  is  impeccable.  Recommended:  the  sensational  baked 
clams,  the  excellent  steaks  and  lobsters  and  the  mashed  pota- 
toes O'Keeffe.  The  wine  list  is  extensive  and  reasonable.        F 
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COMPANIES  THAT  WERE 
JUST  IDEAS  YESTERDAY 
RUN  SAP 


What  if  you're  onto  somethiiv  big,  but'aren't  big  yet?  Start  with  SAP"  solutions  for  small  and  midsize  companies. 
Solutions  designed  to  fit  any  size  bus  >ess  -  and  any  size  budget.  And  because  they're  built  with  expansion  in 
mind,  they  won't  just  help  you  gr>  i  \ ,  the)  will  grow  with  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  of  our  ov  n 
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4:45PM  SARAH  VISITS  DAD'S  OFFICE 
5:05PM  SARAH  DOWNLOADS 
FUNNYBUNNY.EXE  5:06PM  NETWORK 
KILLS  FUNNYBUNNY5:14PM  DAD 
TAKES  SARAH  TO  KARATE  PRACTICE 

Sometimes  threats  don't  look  like  threats.  They  look  like  your  mobile  workers,  your  sales  department  or  your  CFO's  daughter.  Even  the  innocent 
act  of  downloading  a  file — one  that  looks  like  any  other,  but  is  in  fact  corrupt — can  create  a  costly  security  breach  that  can  take  your  business 
:  off-line.  So  how  do  you  defend  against  threats  that  take  the  shape  of  productive  employees?  A  network  with  integrated  security  can  detect  and 
contain  potential  threats  before  they  become  actual  ones.  Whether  they're  worms,  hackers  or  even  well-meaning  humans.  Security  that's  about 
prevention  Not  reaction  Visit  cisco.com/securitynow  to  learn  more.  SELF-DEFENDING  NETWORKS  PROTECT  AGAINST  HUMAN  NATURE. 


Cisco  Systems 

THIS  IS  THE  POWER  OF  THE  NETWORK.  nOW. 


OTHER  COMMENTS 


If  we  are  intended  for  great  ends,  we  are  called  to  great  hazards. 

—JOHN  HENRY  CARDINAL  NEWMAN 


Say  What?  [In  the  State  of  the  Union  address]  President 
Bush  declared  that  "the  American  people  are  using  their  money 
far  better  than  government  would  have" — but  in  fact  his 
Administration  has  taken  24%  more  of  our  money  than  the 
Clinton  Administration  did.  The  most  striking  hypocrisy  dur- 
ing the  evening  was  members  of  Congress  giving  a  standing  ova- 
tion when  Bush  called  for  limiting  federal  spending  and  cutting 
wasteful  spending.  Congress  and  the  President  have  cooperated 
to  produce  a  24%  increase  in  spending  in  just  three  years.  And 
the  President  praised  Congress  for  "great  works  of  compassion" 
in  creating  a  huge  new  prescription-drug  entidement — but  it's 
not  actually  compassionate  to  spend  other  people's  money. 

—DAVID  BOAZ,  Cato  Institute 

Heaven  OI1  Eaith  The  nearest  approach  to  immortality 
on  earth  is  a  government  bureau. 

—JAMES  F.  BYRNES,  Secretary  of  State  (1945-1947) 

Talent  for  Markets  Muslims  are  hardly  strangers  to 
markets  or  hostile  to  modernity.  In  the  Middle  Ages,  Islamic  civ- 
ilization dazzled  the  world  with  its  advances  in  mathematics, 
science,  optics  and  technology.  Muslim  scholars  saved  the  writ- 
ings of  Aristotle  from  oblivion,  and  Muslim  philosophers  used 
Greek  thought  to  propel  their  own  in  new  directions.  During 
the  five  centuries  following  the  death  of  Muhammad,  Muslims 
governed  and  provided  the  currency  for  a  thriving  civilization 
that  went  from  the  Adantic  Coast  of  Europe  to  Asia.  Arab  indus- 
try mushroomed  all  over  that  territory,  and  trade  was  intense 
within  that  region  and  its  neighbors. 

This  talent  for  markets  and  technical  innovation  has  not  dis- 
appeared from  the  Muslim  world — any  more  than  it  has  van- 


"Pardon  me,  but  could  you  tell  m  where  the  public  trough  is?" 


ished  from  the  formerly  communist  countries  of  Europe  or 
bypassed  the  people  of  Latin  America.  You  cannot  cross  the  street 
in  Cairo,  Marrakech  or  Tunis  without  running  into  someone 
eager  to  make  a  deal.  If  the  nations  of  the  Middle  East  and  Central 
Asia  lack  capital,  if  their  productivity  is  low  and  their  markets  are 
fragmented,  this  is  the  result  not  of  culture  but  of  bad  legal  struc- 
tures that  need  to  be  reformed  to  give  everyone  access  to  the  tools 
required  to  create  property  and  companies  with  which  to  secure 
the  interests  of  third  parties  and  generate  credit  and  investment. 
—HERNANDO  DE  SOTO,  Institute  for  Liberty  and  Democracy 

Leaving  a  Legacy  Actor  David  Carradine,  son  of  John 
Carradine,  said  in  gratitude  of  his  father's  accomplishments, 
"I  could  stand  on  his  shoulders  and  feel  twice  as  tall."  That  each 
generation  could  stand  on  the  shoulders  of  the  last  and  feel 
twice  as  tall  is  poetic  hope  for  all  our  families. 

—FRED  ROGERS,  The  World  According  to  Mister  Rogers 

Manner  Of  Speaking  There  are  far  too  many  words 
newly  introduced  in  the  Renaissance  to  be  listed  here.  But  some- 
times the  loveliness  of  the  assemblages  are  just  too  beguiling  to 
pass  up:  So  it  is  pleasing  to  note  that  during  the  200  years  follow- 
ing William  Caxton,  English  welcomed  from  abroad  such  words 
as  anonymous,  atmosphere,  catastrophe,  criterion,  delirium,  enthi4si- 
asm,  fact,  idiosyncrasy,  inclemency,  lunar,  malignant,  necessitate, 
parasite,  pneumonia,  sculptor,  skeleton,  soda,  vicinity  and  virus  (all 
from  either  Latin  or  Greek);  battery,  bayonet,  chocolate,  confront, 
docility,  grotesque,  moustache,  passport,  tomato  and  volunteer  (from 
or  through  the  good  offices  of  the  French);  balcony,  cupola,  ditto, 
granite,  grotto,  macaroni,  piazza,  sonata,  sonnet,  stanza  and  violin 
from  Italian;  anchovy,  armada,  armadillo,  cannibal,  mulatto,  Negro, 
sombrero  and  yam  from  or  via  either  Spanish  or  Portuguese;  and 
a  gallimaufry  of  delights  from  some  50  other  contributing 
tongues,  including  amok,  paddy  and  sago  (from  Malay),  caravan 
and  turban  (Persian),  kiosk,  sherbet  and  yoghurt  (Turkish),  raccoon 
and  wampum  (Algonquian),  cruise,  frolic  and  yacht  (Dutch), 
knapsack  (Low  German),  as  well  as  guru  from  Hindi,  ketchup 
from  Cantonese,  sofa  from  Arabic,  shogun  from  Japanese,  sheikh 
from  Arabic  and  trousers  from  the  Gaelic  spoken  by  the  Irish. 

—SIMON  WINCHESTER,  Tlie  Meaning  of  Everything 

r  OUl  JVlOVe  The  European  Union  Parliament  will  report- 
edly take  up  a  bill  that  will  require  wild  game  to  be  certified  as  fit 
and  healthy  before  it  is  shot.  It  would  also  have  to  be  examined 
by  a  veterinarian  after  it  is  shot  to  make  sure  there  are  no 
"abnormalities."  Hunters  say  the  first  requirement  is  pretty 
much  impossible;  it  is  wild  game,  after  all.  And  the  second 
would  be  prohibitively  expensive  and  time-consuming. 

—CHARLES  OLIVER,  Reason  Online     F 
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®  Ontari 


"We're  driving 
global  innovation 
right  here  in  Ontario. 

Michael  Grimaldi,  President,  General  Motors  of  Canada  Limited 


"GM's  Autoplex,  in  Oshawa,  Ontario,  is  the  largest  auto  manufacturing  facility  in 
North  America,"  notes  Michael  Grimaldi,  GM  Canada's  President.  •  With  the  opening  of 
a  new  110,000  square  foot  Regional  Engineering  Center,  GM  Canada's  engineers  are 
driving  product  and  process  innovation  at  its  Canadian  facilities  and  can  collaborate  in 
real  time  with  the  company's  other  vehicle  development  centers  worldwide.  "GM 
Canada  is  a  leader  in  quality,  productivity  and  safety,  and  is  sharing  this  expertise 
throughout  the  Corporation's  global  operations,"  adds  Grimaldi.  •  This  spirit  of  innovation 
is  a  key  benefit  of  locating  in  Ontario.  •  The  province's  workforce  is  exceptionally  well 
educated,  with  60%  having  attended  college  or  university,  the  highest  ratio  in  North 
America.  Moreover,  half  a  dozen  technical  schools  work  with  industry  to  develop 
advanced  training  programs  tailored  to  the  needs  of  component  and  vehicle 
manufacturers.  •  Combine  this  with  Ontario's  competitive  costs,  central  location, 
world-class  infrastructure  and  duty  free  access  to  the  U.S.  and  it's  no  surprise  the 
province  continues  to  attract  investment.  New  capital  expenditures  from  1990  -  2000 
exceeded  $20  billion.  •  Get  in  touch  to  see  why  business  in  Ontario  is  really  motoring. 


uvuvw.2ontario.com 

1  800  819-8i01 


Ontario 

Canada 

The  Futures  Right  Here 


NON-STOP     FLIGHT.     NON-STOP    COMFORT. 


FOR  THE   FIRST  TIME   EVER,  YOU   CAN    FLY  NON-STOP   BETWEEN 

LOS  ANGELES  AND  SINGAPORE  WITH   SINGAPORE  AIRLINES'  NEW  A34  5  LEADERSHIP^ 

Singapore  Airlines  introduces  daily  non-stop  service  between  Los  Angeles  and 
Singapore.  Designed  with  the  executive  traveler  in  mind,  our  A345LeaderShip 
features  two  exclusive  cabins.  Experience  an  even  more  luxurious  Raffles 
Class,  and  our  acclaimed  SpaceBed,  the  biggest  business  class  bed  in  the  sky. 
Unique  to  the  A345LeaderShip,  our  new  Executive  Economy  Class  offers  wide, 

roomy  seats,  and  a  stand-up  passenger  area  where  you  can   socialize  and  enjoy  a 

snack.   Together    with    in-seal    power    for    laptops   and    KrisWorld,"   the    world's    most 

advanced   inflight  entertainment  system,  the  executive  traveler  can  work  or  relax  in 

even  greater  space  and  comfort.  All,  of  course,  while  enjoying  the  inflight  service  even 

other  airlines  talk  about.  www.singaporeair.com/usa 


CURRENT  EVENTS 

By  Caspar  W.  Weinberger,  Chairman 


Do  We  Want  a  Free  Market  in  Iraq? 


OF  ALL  THE  COMPETING  IDEAS  ABOUT  IRAQ'S  FUTURE  NOW 
circulating  in  Baghdad,  the  worst  is  one  we've  learned  about 
through  the  usual  trial  balloons  of  largely  anonymous  quotes. 

According  to  these  "sources,"  U.S.  advisers  and  Iraqi  oil  offi- 
cials are  about  to  recommend  that  Iraq's  huge  oilfields  be  run  by 
a  state-owned  company.  It  would  be  headed  by  a  shadowy  "pro- 
fessional management  team,"  which  is  supposed  to  be  free  from 
political  interference  but  always  ends  up  reporting  to  a  politi- 
cally appointed  oil  minister. 

This  recommendation  is  supposed  to  surface  at  an  international 
oil  conference  scheduled  to  be  held  in  Baghdad  in  February.  Robert 
McKee,  Senior  Oil  Adviser  for  the  Coalition  Provisional  Authority 
(CPA),  is  one  of  the  few  people  who  has  allowed  himself  to  be  pub- 
licly quoted  on  this  subject.  The  Wall  Street  Journal  cites  him  as  say- 
ing: "Our  preference  is  definitely  in  that  direction."  The  paper  goes 
on  to  say  that  McKee's  Iraq  office  is  preparing  a  study  emphasizing 
the  "best  practices"  of  other  state-owned  oil  companies  in  the 
region,  such  as  those  in  Kuwait  and  Saudi  Arabia.  McKee's  excuse 
for  not  pursuing  privatization:  'It's  just  pragmatism." 

The  Easy  Road  Is  No  Option 

It  would  be  a  sad  day  if  the  U.S.  were  to  adopt  this  tattered  banner 
of  pragmatism,  whose  tired  and  uninspiring  motto  is  "Give  in  if 
you  are  ever  opposed."  Hopes  for  a  better  Iraq  were  raised  when 
the  CPA  and  the  Iraqi  Governing  Council  agreed  to  laws  that 
would  allow  foreign  investment  in  and  privatization  of  Iraq's 
nonoil  businesses.  But  in  light  of  McKee's  comments,  any  hope  of 
extending  these  laws  to  cover  oil-related  businesses  seems  illusory. 

Saddam  Hussein's  die-hard  supporters — in  between  bomb- 
ing pipelines  and  committing  other  acts  of  sabotage — are  busy 
tanning  the  nationalistic  sentiments  of  those  vho  opposed  our 
military  intervention.  But  that  only  makes  McKee's  pragmatic 
solution  even  more  unacceptable.  It's  not  being  recommended 
because  of  any  intrinsic  merit  but  to  show  the  world  that  the 
U.S.  did  not  bring  down  Saddam  to  gain  control  of  Iraq's  oil. 
(This  kind  of  thinking  would  have  kept  Saddam  and  his  br 
apparatus  in  power  for  the  rest  of  his  life.) 

The  international  community's  opposition  to  the  privatiza- 
tion of  Iraq's  oil  industry  is  also  cited  as  a  reason  for  this  recom- 
mendation. But  what  we're  really  saying  is  that  we  must  avoid 
doing  anything  that  France,  Germany  or  Russia  oppose.  And 
they  oppose  privatization  because  they  know  that  in  any  fair 
competition  U.S.  companies  are  likely  to  win  Iraq's  oil  contracts. 

If,  in  the  end,  we  continue  Saddam's  policy  of  forbidding 
foreign  oil  companies  to  compete  for  Iraq's  oil  concessions,  we 
'should  indeed  ask  ourselves  who  really  won  the  war  in  Iraq. 


Ironically,  the  U.S.-approved  interim  oil  minister,  Ibrahim 
Bahr  al-Uloum,  a  U.S.-trained  oil  engineer,  strongly  favors  for- 
eign investment  in  Iraq's  oil  companies,  as  well  as  the  privatiza- 
tion of  its  refineries,  pipelines  and  any  other  related  oil  busi- 
nesses. Predictably,  some  in  the  U.S.  occupation  forces  are  trying 
to  get  rid  of  this  "inconvenient"  interim  oil  minister. 

Averting  Disaster 

The  direction  Iraq's  future  will  take  depends  on  whether  this  free- 
market  proponent  survives  the  restoration  of  Iraqi  sovereignty, 
which — to  please  the  international  community — is  now  sched- 
uled for  July  1 .  There  are  too  many  examples  of  what  happens 
when  the  European  socialist  version  of  state-owned  enterprises 
flourishes.  The  spectacular  "successes"  of  Air  France,  ELF  and 
Credit  Lyonnais,  just  to  name  a  few  of  France's  contributions, 
come  to  mind.  (Ironically,  at  a  time  when  U.S.  free-market  poli- 
cies are  under  attack  by  some  of  our  own  appointees,  China — 
home  of  the  state-owned-enterprise  philosophy — has  begun  to 
privatize  its  most  important  function:  education.  In  the  1980s 
China  had  very  few  private  schools,  but,  according  to  the  Wall 
Street  Journal,  there  has  been  explosive  growth  recendy  to  meet 
the  huge  and  growing  demand  by  parents  for  better  schools.) 

We've  already  made  great  progress  in  introducing  free-market 
concepts,  including  privatization,  in  Iraq.  Tariffs  are  out;  a  limit  of 
15%  has  been  imposed  on  all  taxes;  bans  on  foreign  investment, 
for  the  most  part,  have  been  removed;  and  the  CPA  has 
announced  plans  to  sell  150  of  some  200  state-owned  enterprises. 

Of  course,  opponents  of  these  free-market  reforms  claim  that 
we  have  no  right  to  institute  such  changes,  citing  the  restrictions  of 
the  Hague  Convention  of  1907.  That  resolution  states  that  occupy- 
ing powers  must  keep  local  law  unchanged  "as  far  as  possible."  But 
if  that  murky  direction,  approved  by  the  UN,  were  literally  followed 
in  this  instance,  Saddam's  brutal  laws  would  remain  in  place.  Oppo- 
nents should  recall  that  the  Hague  Convention  and  its  predecessors 
going  back  to  the  Treaty  of  Westphalia  in  1648,  as  well  as  various 
other  "laws  of  war,"  were  primarily  designed  by  sovereigns  to  enable 
them  to  keep  their  sovereignty,  no  matter  how  many  wars  they  lost. 
Fortunately,  this  kind  of  thinking  did  not  prevail  after  World  War  II. 

A  Bright  Spot 

Meanwhile,  there  is  good  news.  The  Pentagon  is  reporting  con- 
tinued success  in  recruiting,  training  and  equipping  the  Iraqis  to 
provide  for  their  own  security.  The  timetable  calls  for  Iraq  to 
have  a  total  force  of  22 1,000  by  the  end  of  the  year  and  for  U.S. 
forces  in  the  country  to  shrink  from  123,000  to  1 10,000.  We  are 
well  on  the  road  to  achieving  both  goals.  F 
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DIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


Purpose  Driven 


MOST  BUSINESS  BOOKS  ARE  BIG  FAT  BORES,  EXCEPT  FOR  THOSE 
that  are  skinny  bores — those  trite  little  tomes  involving  whales 
and  cheese  and  lessons  learned  from  kindergarten.  Unless  I 
know  the  author  personally,  I  won't  read  a  business  book.  If  I 
do  know  the  sucker,  I  like  to  drop  the  book  on  the  pavement — 
in  his  presence — and  back  my  car  over  it.  I  spent  too  many  years 
reading  such  piffle,  underlining  and  highlighting  "salient" 
points,  taking  notes  and  promptly  forgetting  everything  I'd  read 
within  a  week.  Lessons  from  business  books  never  stick. 

Much  better  learning  tools  are  novels,  history  books  and 
biographies.  For  me,  at  least,  these  can  really  teach.  Why?  I  sup- 
pose it's  because  when  your  imagination  is  engaged,  when  you 
dig  the  lessons  out  yourself  and  connect  them  to  your  own  life, 
the  learning  goes  much  deeper. 

With  that  said,  I  give  you  the  best  book  on  entrepreneurship, 
business  and  investment  that  I've  read  in  some  time.  It's  not 
new  and  it's  not  a  business  book.  It  was  written  in  1995  and 
comes  from  the  field  of  religion.  It's  titled  The  Purpose-Driven 
Church  and  was  penned  by  Rick  Warren. 

Warren — in  1980  and  from  scratch — launched  Saddleback 
Church  in  Orange  County,  Calif.  Under  his  leadership,  the 
church  has  become  the  fastest-growing  one  in  America.  (Sad- 
dleback is  a  Southern  Baptist  evangelical  church,  by  the  way.) 
Weekends  bring  in  an  average  of  15,000  worshippers.  Saddle- 
back has  spawned  dozens  of  so-called  daughter  churches 
throughout  the  country.  Were  it  a  business,  Saddleback  would 
be  compared  with  Dell,  Google  or  Starbucks. 

The  Purpose- Driven  Church  has  sold  more  than  1  million 
copies.  Its  sequel,  The  Purpose-Driven  Life,  has  sold  12  million 
copies.  Whatever  you  think  about  Warren  or  his  religious 
beliefs,  he  has  discerned  a  consumer  need  out  there. 

So  let's  engage  our  imaginations,  substitute  the  word  "busi- 
ness" for  "church"  and  see  what  Warren  has  to  tell  us. 

•  Don't  try  to  make  your  business  grow.  Instead,  work  to  make 
your  business  healthy.  Because  if  it's  healthy,  it  will  grow. 

•  Don't  be  afraid  to  make  it  up  as  you  go  along.  Warren  quote  > 
Mark  Twain,  who  once  said:  "I  knew  a  man  who  grabbed  a  c  il 
by  the  tail  and  learned  40%  more  about  cats  than  the  man 
didn't."  A  healthy  business  is  one  that  tries  many  things  that 
don't  work — and  has  the  scratches  and  scars  to  prove  it. 

•  Don't  trap  yourself  in  costly  infrastructure.  To  accommodate  Sad- 
dleback's continual  growth,  Warren  used  79  different  facilities  for 
functions  in  the  church's  first  15  years — schools,  bank  buildings, 
recreation  centers,  theaters,  restaurants,  large  homes,  even  a  2,300- 
seat  tent  Only  in  1995,  when  the  church  had  grown  to  10,000  wor- 
shippers per  weekend,  did  Warren  erect  Saddleback's  own  building. 
"The  shoe  must  never  tell  the  foot  how  big  it  can  grow,"  he  says. 


•  Don't  compete  for  market  share.  Instead,  compete  with  non- 
consumption.  "The  church  [business]  must  offer  people  some- 
thing they  cannot  get  anywhere  else,"  Warren  says. 

•  Sell  big!  "I've  discovered  that  challenging  people  to  a  serious 
commitment  actually  attracts  people  rather  than  repels  them," 
says  Warren.  "The  greater  commitment  we  ask  for,  the  greater 
response  we  get." 

•  Faith  and  dedication  won't  overcome  lack  of  skill  and  tech- 
nology. Funny  words  from  a  preacher,  but  how  true.  "One  of  my 
favorite  verses,"  Warren  says,  "is  Ecclesiastes  10:10:  Tf  the  ax  is 
dull  and  its  edge  unsharpened,  more  strength  is  needed,  but  skill 
will  bring  success.' " 

•  Borrow  from  others'  successes.  "Anytime  I  see  a  program 
working  in  another  church  [business],  I  try  to  extract  the  prin- 
ciple behind  it  and  apply  it  in  our  church.  I'm  very  grateful  for 
the  models  that  have  helped  me.  I  learned  a  long  time  ago  that  I 
don't  have  to  originate  everything  for  it  to  work." 

•  Never  enter  a  new  business  without  first  picking  someone  to 
lead  it.  "If  no  leader  emerged,  we  would  wait  on  God's  timing 
before  beginning  a  ministry,"  says  Warren. 

•  Purpose  not  only  defines  what  your  business  should  do,  it 
defines  what  it  shouldn't  do.  "The  secret  to  effectiveness  is  to 
know  what  really  counts.  Then  do  what  really  counts." 

•  Nothing  should  precede  the  purpose  of  your  business.  "Plans,  pro- 
grams and  personalities  don't  last,"  says  Warren.  Only  purpose  lasts. 
It  can  heal  your  business,  too.  "Nothing  will  revive  a  discouraged 
church  [business]  faster  than  rediscovering  its  purpose." 

The  Lesson  of  Dell 

A  couple  of  weeks  ago  I  interviewed  Michael  Dell  at  an  investment 
banking  conference.  As  terrific  as  Dell  Inc.'s  success  has  been, 
some  think  the  company's  announced  goal  of  $60  billion  in  sales 
(now  $40  billion)  by  2006  is,  well,  too  audacious.  To  hit  its  mark, 
Dell  must  succeed  across  a  range  of  new  businesses — plasma  TVs, 
printers,  MP3  players,  high-end  servers,  even  consulting  serv- 
ices. Many  battles  on  many  fronts — thus  the  skepticism. 

But  when  I  look  at  Michael  Dell,  I  see  a  guy  who  told  me  in 
1 992 — at  age  26 — that  he  was  going  to  become  the  IBM  of  the 
21st  century.  (Talk  about  inviting  skepticism!)  In  Dell  I  see  a  com- 
pany that,  despite  its  size,  retains  its  clear  purpose.  Carly  Fiorina  of 
Hewlett-Packard,  a  top-class  CEO  herself,  inadvertently  got 
Michael  Dell  to  reveal  his  purpose  when  she  accused  Dell  Inc.  of 
being  a  one-trick  pony.  "No,"  Dell  shot  back.  "We're  a  two-trick 
pony.  We  satisfy  customers  and  we  make  a  profit." 

Such  clarity  will  propel  Dell  Inc.  to  $60  billion  by  2006.     F 


I  T^fYrhf***  I  ^'s''  ^'c'1  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
I  ^^^^^um  |  or  e-mail  him  at  publisher@forbes.com. 
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Hip-Hop  Meets  Camus 


li 


In  not  staging  his  much-antici- 
pated hip-hop  fashion  show  this 
month  in  New  York,  Sean  (P. 
Diddy)  Combs  said  he  was  too 
busy  with  other  things.  But  rival 
clothiers  say  the  main  reason  is  the 
abrupt  departure  of  key  designers 
from  his  flagship  Sean  John  line, 
which  left  the  House  of  Puffy 
scrambling  to  fill  the  creative  void. 
His  p.r.  man  downplays  any  prob- 
lems and  says  the  show  will  be 
held  in  September.  Meanwhile,  none  of  the  four  planned  retail 
stores  has  opened  yet.  The  first  will  be  on  Fifth  Avenue  directly 
opposite  the  staid  New  York  Public  Library — not  exacdy  obvious 
stomping  grounds  of  target  customers.  — Lea  Goldman 

Another  Reason  to  Watch  the  Ads 

A  new  academic  study  contends  a  company  can  boost  its  stock 
price  merely  by  buying  multiple  TV  commercials  during  the 
Super  Bowl.  All  else  being  equal,  say  University  of  South  Car- 
olina finance  professors  Frank  Fehle,  Sergey  Tsyplakov  and 
Vladimir  Zdorovtsov,  shares  of  a  firm  running  many  ads  sport- 
ing its  name  rise  by  a  half-percentage-point  more  than  normal 
the  day  after  the  game  and  two  percentage  points  above  average 
within  four  weeks.  Why  this  market  anomaly?  Apparently, 
unusually  heavy  trading  by  small  investors.      — Ira  Carnahan 

That's  a  Lot  of  Nose  Jobs 

The  U.S.  Tax  Court  has  axed  $4. 1  million  in  business  loss  deduc- 
tions claimed  by  Washington,  D.C.-area  plastic  surgeon  Csaba 
L.  Magassy  after  his  1990  purchase  of  a  108-foot-long,  top-of- 
the-line  Feadship  yacht  supposedly  built  for  Henry  Ford  II.  In 
finding  much  personal  family  use  and  little  profit  motive,  the 
court  said  Magassy  bought  the  boat  sight  unseen,  "had  no  expe- 
rience in  owning  a  yacht,  no  written  business  plan,  and  no  bud- 


get for  restoration  costs."  Total  purchase  and  renovation  cost: 
$3.5  million.  The  opinion^says  Magassy  sold  the  vessel  in  1997 
for  just  $1.1  million.     — Janet  Novack  and  William  P.  Barrett 


Driving  for  Dollars 


Peter  Thiel,  who  cofounded  and  then  sold  online  payment  site 
PayPal  to  Ebay  for  $1.5  billion,  is  throwing  up  to  $10  million 
into  a  new  monthly  magazine,  American  Thunder,  which  will 
focus  on  Nascar  and  other  manly  sports.  How  to  find  space  in  a 
market  crowded  with  four  titles  owned  by  Nascar  itself?  The 
new  mag,  debuting  this  month  with  a  circulation  rate  base  of 
140,000,  is  avoiding  the  toolhead  crowd  and  is  going  with  a 
lifestyle  approach.  And  it  just  cut  a  deal  with  Wal-Mart,  which 
will  feature  the  mag  in  its  2,900  stores.  — Dirk  Smillie 

Was  Your  Tax  Return  Done  in  Mexico? 

Certified  public  accountants  are  not  required  to  tell  clients  they 
farm  out  work  to  subcontractors  in  foreign  countries,  where 
confidentiality  might  be  more  problematic.  S.  Scott  Voynich, 
who  chairs  the  industry  trade  group  American  Institute  of  Cer- 
tified Public  Accountants,  writes  in  a  Web-posted  letter  that  such 
"growing"  use  of  foreign-based  workers  is  permitted  with  care 
and  without  disclosure  under  ethics  rules  and  federal  law.  The 
CPA  trade  chapter  in  Texas  had  written  to  highlight  "potential 
dangers"  about  outsourcing,  including  "the  loss  of  security  of 
client  information  sent  electronically."  — J.N.  and  W.P.B. 


He  Should  Have  Sent  Himself  a  Receipt 

Even  if  it's  to  your  own  family's  charity,  make  sure  you  get  paper- 
work for  any  donation.  The  U.S.  Tax  Court  sided  recently  with  the 
Internal  Revenue  Service  against  Dieter  Stussy,  son  of  Jan  Stussy, 
the  late  artist  and  UCLA  School  of  Art  dean.  Stussy  fils  simply  paid 
about  $2,000  of  the  expenses  of  the  Jan  Stussy  Foundation  and 
then  sought  to  deduct  this  on  his  1998  tax  return  as  a  charitable 
contribution.  But  the  court  held  the  tax  code  explicitly  requires  "a 
contemporaneous  written  acknowledgment"  for  any  charitable  gift 
over  $250,  and  refused  to  weigh  the  merits.        —  J.N.  and  W.P.B. 


and  Fastow  Have  Plenty  of  Company  in  the  Dock 

Here's  a  sampling  from  the  many  othei  recent  criminal  cases— far  less  publicized— involving  stock  or  bond  matters. 


-W.P.B. 


DEFENDANT 

Anthony  Blissett 
Jeffrey  Conway 
Philip  R.  Gratz 
James  E.  Hammonds 
Kevin  Lasky 
Paul  Howe  Noe 
Eddie  L.  Patterson 
Lewis  Van  Stillman 

Source:  U.S.  Securities 


LOCATION  KINS  INCLUDE  STATUS 

Miami,  Fla.  I3(  o  risk-free  return  5-year  sentence 

Erie,  Pa.  overstatodRenl  Way  income  by  $60  million  13-month  sentence 

Marlton,  N.J.  siphoned  $3  inft'ron  from  investors  indicted,  no  plea  yet 

Inglewood.  Calif.  raised  $1.25  million  through  Ponzi  scheme  awaiting  sentencing 

Troy,  Mich.  ?uped  invesfcts  with  false  information  2-year  sentence 

Columbia,  S.C.  sold  $1.1  milliosi  of  phony  instruments  6  '/.-year  sentence 

Tulsa.  Okla.  qumpert  Nest  o  /nth  bogus  billings  awaiting  sentencing 

Delray  Beach,  Fla.         i  "wrap  and  dump"  stock  scheme  awaiting  sentencing 

d  Ext  hange  Commission. 
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ALL  OF  OUR  HOTELS 

NONCONFORM 

TO YOUR 

HIGHEST  STANDARDS. 

Of  course  there  are  hair  dryers 

in  every  Renaissance*  hotel  room. 

And  luxurious  bathrobes. 

And  complimentary 

organic  shampoos. 

And  the  finest  sheets  on  a  bed 

you'll  never  want  to  get  out  of. 

But  you  may  also 

find  a  fishbowl 

filled  with  goldfish. 

And  a  hundred  other 

unexpected  touches  of  style 

and  originality  designed  to 

make  your  stay  with  us 

unlike  any  other. 

Because  all  Renaissance  hotels 

have  one  thing  in  common. 

Each  is  unique. 

UNIQUELY  RENAISSANCE. 


1 


RENAISSANCE 

HOTELS  &  RESORTS 


Renaissance  participates  in 
Marriott's  Look  No  FurtherSM 
Best  Rate  Guarantee. 
For  details,  call  1-800-MARRIOTT 
or  visit  Marriott.com. 


<C-  2004  Marriott  International,  Inc. 


ON  MY  MIND 


By  Roberta  Romano,  professor  of  corporate  law  at  Yale  law  school 


Pick  Your  Regulator 

Forget  Sarbanes-Oxley.  Make  governments  compete  in  the  regulatory  marketplace. 


The  Sarbanes-Oxley  Act  is  a  year-and-half  old,  but  I  can  safely 
predict  it's  not  going  to  protect  investors  the  way  its  proponents 
think.  Its  top-down  mandates  to  companies — enforced  by  the  Se- 
curities &  Exchange  Commission — are  a  one-size-fits-all  approach 
to  corporate  governance.  There  is  a  more  effective  approach.  It's 
called  competitive  federalism.  Under  this  system  there  would  be 
a  free  market  in  corporate  and  se- 
curities law  regimes.  Let  compa- 
nies choose  their  regulators  from 
among  the  states,  the  SEC  or  even 
other  nations. 

Regulatory  innovations  would 
percolate  from  the  bottom  up,  and 
investor  preferences  would  dictate 
which  regulations  were  worth  their 
costs.  If  a  federal  Sarbanes  act 
choked  companies  in  paperwork 
while  accomplishing  little  for  in- 
vestors, it  might  lose  out  to  a  com- 
peting law  from  Delaware.  If 
Delaware  caved  in  to  management 
and  left  outside  investors  in  the 
cold,  maybe  New  Jersey  would 
come  to  the  rescue — and  make  the 
cost  of  capital  lower  for  companies 
incorporated  there. 

Until  Enron  came  along,  fed- 
eral securities  law  was  built  around 
disclosure.  Federal  law  did  not  have 
mandates  for  how  to  run  corpora- 
tions; governance  was  left  to  state  corporate  law.  Sarbanes-Oxley  set 
off  in  a  new  direction.  It  provides  explicit  legislative  directives  for 
SEC  intervention.  What's  wrong  with  that?  You  get  rigid  rules  that 
don't  work.  For  instance,  numerous  studies  (11,  to  be  precise) 
show  no  evidence  that  requiring  that  audit  committees  be  com- 
posed ol  only  independent  directors  affects  companies'  overall 
performance  o       luces  accounting  improprieties. 

Compel  u  t  sm  is  already  in  place  in  many  aspects  of 

corporate  la  tv,  much  discretion  boards  have  in  turn- 

ing down  mei  Is).  It's  the  reason  that,  for  more  than  a  cen- 

tury, Delaware  I  the  market  as  a  home  for  corpora- 

tions. Unlike  othei  i re  constantly  updates  its  corporate 

statutes  in  response  n  s'  changing  needs.  It  also  has  a 

chancery  court  with  .11  t's  e  pert  in  handling  complex 

corporate  litigation.  F01  co  -s  thi    ;uarantees  a  predictable, 

efficient  environment  for  hai        ;  disputes. 


"Let  companies  choose  their  regulators  from 

among  the  states,  the  SEC  or  even  other  nations 

Regulatory  innovations  would  flourish." 


There's  no  reason  this  model  can't  work  for  securities  regula- 
tion. Securities  regulation  seeks  to  protect  the  same  parties — 
investors — as  does  corporate  law.  As  long  as  there  are  informed 
investors  in  the  market — and  today  60%  of  stocks  are  owned  by 
institutions — the  system  will  work.  The  SEC  is  not  exactly  a  model 
for  effective  regulation  (look  at  the  mutual  funds  mess). 

Competitive  federalism  would 
allow  for  various  permutations  of 
securities  regulation.  A  state  could 
experiment  by  having  no  disclo- 
sure rules  for  issuers  of  securities. 
Instead  it  could  delegate  that  duty 
to  the  stock  exchanges  on  which 
companies  are  listed.  This  is  the 
way  disclosure  worked  before  the 
federal  securities  laws  were  enacted. 
More  likely,  states  would  adopt  se- 
curities provisions  that  would 
stand  as  default  rules  that  firms 
could  tailor  to  their  needs. 

Another  alternative  can  be  bor- 
rowed from  the  United  Kingdom, 
where  companies  must  "comply  or 
explain."  They  are  required  to  dis- 
close whether  they  comply  with  a 
list  of  so-called  best  corporate 
practices,  such  as  having  an  audit 
committee  with  independent 
members,  and  to  explain,  when 
they  are  not  in  compliance. 
If  a  corporation  felt  it  were  desirable  to  conform  to  mandates, 
under  competitive  federalism  it  could  even  opt  into  a  top-down 
Sarbanes-Oxley  regime  by  selecting  the  SEC  as  its  regulator.  Perhaps 
a  company  recovering  from  a  scandal,  like  Tyco  International, 
would  benefit  by  promising  its  shareholders  that  it  would  go  to 
every  length  to  make  sure  its  audits  are  independent.  The  point  is, 
if  investors  want  mandatory  disclosure  or  corporate  governance 
mandates,  you  can  bet  competing  regulators  will  rush  to  adopt 
them.  In  this  free  market  scheme  regulators  would  have  the  in- 
centives and  the  information  they  need  to  meet  investor  prefer- 
ences. If  a  superior  securities  system  emerged,  then  it's  likely  the  SEC 
would  respond  by  improving  its  regulations. 

Yes,  US.  capital  markets  are  vibrant.  But  diat's  not  because  the 
SEC  has  done  such  a  wonderful  job.  Remember,  the  U.S.  markets 
were  also  the  largest  after  the  first  World  War — before  any  federal 
regulation  was  enacted.  F 
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HEALTH  INSURANCE  BREAKTHROUGH: 

The  quadruplicate  form  for  speedier  routing 


Medical  science  has  made  some  amazing  breakthroughs.  So  why  hasn't  health  insurance?  While  the  rest  of  the  industry 
has  been  mired  in  "short-term  fixes"  for  health  care,  UnitedHealth  Group  has  been  leading  the  way  in  making  fundamental 
changes.  We  were  the  ficst  tc  eliminate  the  need  for  referrals  and  to  not  require  doctors  to  get  permission  to  treat  patients. 
And  our  innovation  continues  with  iPJanf  a  consumer-driven  health  solution  designed  to  curb  rising 
health  care  costs.  With  features  like  Treatment  Cost  Estimator,  iPlan  gives  employees  the  tools  to 
make  smarter,  more  responsible  health  care  choices.  For  more  information,  visit  myiplan.com. 


GPlan 

A  UnitedHealth  Group  Company 


barclaycard 


■ 

Ihf 

£teve  Adams,  IT  and  Operations  Director 


Confessions  of  the  World's  Most  Demanding  ClOs. 


'Our  cardholders  must 
f  el  like  more  than 
6-digit  number." 

!e  keep  consumers  consuming  —  and  as  one  of  the  leading  credit 
and  financial  services  providers  in  Europe,  Barclaycard  knows 
.  ery  transaction  can  be  the  difference  between  a  customer  today 
and  a  customer  for  life.  Which  means  we  can't  afford  to  be  anything 
less  than  perfect  -  authorizing  over  1.5  billion  transactions  a  year. 
'With  the  help  of  HP  people  and  products,  we've  met  our  goal  of 
10%  uptime  since  January  2000.  Having  prescribed  a  backbone  of 
onStop  servers,  HP  Services  helped  Barclaycard  create  a  dynamic 
astern  capable  of  not  only  supporting  our  10  million  cardholders,  but 
Iso  delivering  a  multi-currency  one-stop  shop  for  our  global  clients. 
"Retailers  get  100%  uptime.  Customers  get  a  relationship  they  can 
ust.  And  we  get  20%  annual  growth.  Through  our  partnership  with 
IP,  Barclaycard  is  charging  towards  tomorrow." 

take  change  work  for  you.  Visit  www.hp.com/adapt 


Solutions  for  the  adaptive  enterprise. 
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FOLLOW-THROUGH 


APRIL  16.  2001 


A  B-to-B  That 
Couldn't 


Almost  as  soon  as  archrivals  General 
Motors,  Ford  and  DaimlerChrysler 
created  Covisint,  an  online  auto 
parts  market,  it  began  falling  short  of 
expectations.  The  idea  was  that  Covisint 
would  broker  $500  billion  in  annual  sales 
between  automakers  and  suppliers.  But  it 
proved  impossible  to  get  several  mam- 
moth companies  to  agree  on  what  soft- 
ware to  use  and  how  to  use  it. 

In  late  December  2003  the  company 
sold  what  was  to  be  one  of  its  biggest  ven- 
tures, an  auction  service,  to  its  main  com- 
petitor, Freemarkets  (which  was  bought  by 


software  provider  Ariba  in  late  January), 
for  an  undisclosed  price.  The  other  gee- 
whiz  business,  an  online  parts  catalog,  has 
been  abandoned.  Covisint  now  helps 
automakers  and  suppliers  communicate 
through  custom-designed  Web  portals. 
The  automakers,  who  sank  $350  million 
into  the  venture,  are  exploring  a  sale  of 
Covisint's  remains.         — Jonathan  Fahey 

MAY  13,  2002 

Let's  Make  a  Deal 

In  our  story  on  James  Dimon's  restless 
leadership  of  Bank  One,  we  noted  that 
the  Chicago-based  company  would  likely 
be  bought  before  Dimon  finished  build- 
ing it  out.  That's  just  what  happened. 
The  $58  billion  J.P.  Morgan  Chase  deal 
is  a  rich  one  for  Dimon  personally.  He's 
making  a  paper  profit  of  $77  million,  and 
he  gets  to  run  the  company  in  two  years. 
— Mark  Tatge 

NOVEMBER  26,  2001 

Lego's  Tumble 

Two  years  ago  Lego  was  about  to  bet  its 
future  on  a  new  line  of  action  figures 
called  Bionicle.  Bad  bet.  The  privately 
held  Danish  toymaker  expects  2003  to  be 


the  worst  in  its  72-year  history,  with  a 
pretax  loss  of  $216  million  on  sales  of 
$1.3  billion.  In  January  Lego  fired  Chief 
Operating  Officer  Poul  Plougmann 
'  Laursen.  Taking  back  the  reins:  Chief 
Executive  Kjeld  Kirk  Kristiansen,  grand- 
son of  the  company's  founder  and  scion 
of  the  billionaire  Kristiansen  clan,  who 
plans  a  renewed  focus  on  Lego's  eight- 
studded  plastic  bricks.    — Susan  Kitchens 

NOVEMBER  26,  2001 


Nuked 


SureBeam,  the  San  Diego  maker  of  elec- 
tron beam  irradiation  systems  designed 
to  eliminate  food-borne  bugs  like  E.  coli, 
got  an  unexpected  boost  from  the 
anthrax  scare  two  years  ago.  The  com- 
pany's stock  jumped  to  $15  following  the 
Post  Office's  decision  to  use  SureBeam's 
machines  to  zap  suspect  mail.  But  the 
extra  business  wasn't  enough  to  over- 
come consumers'  lukewarm  acceptance 
of  irradiated  food.  After  being  delisted  by 
Nasdaq  last  October  following  disputes 
with  its  auditors,  shareholder  lawsuits 
and  administrative  expenses  as  high  as 
105%  of  sales,  the  moneylosing  company 
said  in  January  that  it  would  liquidate. 

— Seth  Lubove 


Banking  on  Honesty 


ill  Street,  let  the 
There  have  been  secret  under- 
stood the  light  of  day.  Too  much 
was  done  in  the  dark.  Deals  were  made  between  corporation  execu- 
tives and  powerful  bankers  without  permitting  stockholders  to  know 
all  the  ins  and  outs  of  them;  corporation  officials  acted  as  if  the  cor- 
porations they  represented  were  their  own  private  property.  Let  there 
be  less  misrepresentation;  less  concealment,  less  secrecy.  Let  there 
be  no  more  questionable  financir 


._n  Tip  O'Neill  is 
"d  be  in  charge  of  immigra- 


Sb.f  the' 


Iteration  bill  that  single-hdndedjly  he  blocked  previously. 
"  pensive  bipartisan  bill,  byjimposing  penalties  on  em- 
employ  illegal  immigrants,  would  more  effectively  con- 


trol our  borders  than  fences  and  police  dogs.  Hispanics  who've 
been  here  without  papers  for  some  time  have  as  much  if  not  more 
to  gain  from  the  passage  of  this  Immigration  bill  as  any  and  all  the 
rest  of  the  citizenry. 


10  YEARS  AGO  IN  F 


its  U.S.  ad  spending  to 


.  or  its  introductory  splash  last  summer  it  dropped  an 
extra  $2  million  on  such  gala  shindigs  as  a  concert  by 
tenor-pitchman  Luciano  Pavarotti  in  New  York's  Cen- 
tral Park.  Next  year  Parmalat  plans  to  double  its  ad 
budget  again.  That's  an  awful  lot  of  money  to  promote 
a  product  with  U.S.  sales  of  only  $27  million  last  year. 
But  Parmalat  founder  Calisto  Tanzi,  whose  family  owns 
i  50%  of  the  company's  stock,  figures  he  can  peddle 
boxed  milk  to  Americans  as  successfully  as  he  has  peddled  it  to  the  rest 
of  the  world.  "Ultimately  the  publicity  and  the  advertising  will  convince 
the  American  public  that  the  product  is  good,"  says  Tanzi. 
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WE  TAKE  SAFETY  SERIOUSLY. 

AND  THAT  INCLUDES  YOUR  INVESTMENT. 


Purchasing  a  private  jet  comes  down  to  your  needs,  your 
preferences  and  your  investment  philosophy.  But  ultimately 
it's  our  responsibility.  And  as  a  Berkshire  Hathaway  company, 
it's  one  we  take  very  seriously. 

As  the  Owner  of  a  Netjets  fractional  share,  you'll  '.never  pay  an 
inflated  markup.  Period.  And  since  we  buy  only  the  most 
desirable  aircraft,  and  maintain  them  to  th#fighesf  standards  in 
the  industry,  they  retain  a  high  percentajge'bf, their  original  value. 


can  keep  it  as  long  as  we  continue  to  operate  that  aircraft  in 
our  fleet.  However,  if  you  do  choose  to  sell,  we  guarantee  to 
buy  back  your  interest  at  fair  market  value.  And  with  the  financial 
strength  of  Berkshire  Hathaway,  you  can  rest  assured  we  have 
the  commitment  and  resources  to  make  good  on  our  promise. 

Because  we  focus  on  every  aspect  of  your  safety,  it's  no 
wonder  we  sell,  finance  and  lease  more  fractional  jets  than  all 
our  competitors  combined. 


With  Netjets.  you'll  also  nevfer  b#farcedtta  sell  your  interest.  You        To  learn  more,  call  1-87'7-356-0754  or  visit  www.netjets.com. 


NETJETS.  LEAVE  NOTHING  TO  CHANCE™ 


Netjets5  Inc.  is  a  Berkshire  Hathaway  company. 
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NOW  THAT  THE  GREAT  REFI- 
nancing  boom  is  over,  it  seems 
odd  for  a  mortgage  bank  like 
New  Century  Financial  to  be 
lending  more  than  ever.  But 
this  Irvine,  Calif,  institution  doesn't  lend 
to  just  anyone.  Its  customers  are  so  buried 
in  bills  they  have  no  choice  but  to  tap  the 
value  of  their  homes  to  pay  them  oft — 
whether  or  not  rates  are  rising. 

"If  your  home  keeps  appreciating, 
why  not  use  the  equity?"  says  New  Cen- 
tury Chief  Executive  Robert  Cole. 

Investors  agree,  pushing  up  shares  of 
New  Century  and  other  so-called  sub- 
prime  lenders  like  Saxon  Capital  and 
Novastar  Financial  to  more  than  double 
their  levels  a  year  ago.  Subprime  borrow- 
ers— generally  ones  with  a  scary  debt-to- 
income  ratio  or  a  trail  of  delinquencies — 


pected  ways.  This  particular  breed  of 
debtors  will  continue  to  borrow  against 
the  value  of  their  homes  even  as  interest 
rates  rise.  That's  because  the  rates  on 
their  credit  card  bills  will  always  be 
higher,  and  they  have  precious  little  cash 
to  pay  them  off. 

Translation:  Desperate  debtors  will 
help  cushion  the  blow  from  most  other 
serial  refinancers,  who  have  stopped 
using  their  homes  as  personal  ATMs. 

If  New  Century  customers  are  any 
guide,  these  subprime  borrowers  are 
worthy  of  their  name.  New  Century's 
borrowers,  most  jumping  into  ad- 
justable-rate mortgages  now,  have  on 
average  accumulated  $20,000  in  unse- 
cured debt.  Their  home  equity  is  only 
18%.  But  the  average  American  house- 
hold has  nothing  to  brag  about  either. 


higher.  "But  the  value  of  homes  keeps 
going  up." 

One  nightmare  scenario  is  what 
industry  insiders  call  "payments  shock," 
which  doesn't  require  any  great  drop  in 
home  prices.  Thanks  to  all  those  popular 
adjustable-rate  loans,  whose  rates  typically 
float  after  one  or  two  years,  homeowners 
face  the  possibility  their  interest  payments 
may  rise  even  if  their  home  values  don't. 
And  these  borrowers  are  so  strung  out  that 
even  a  one-percentage-point  rise  in  mort- 
gage rates  could  be  enough  to  make  it 
impossible  to  meet  debt  payments,  push- 
ing some  into  default. 

New  Century  says  it  picks  mostly  the 
cream  of  the  subprime  crop  and  that  it  is 
confident  its  loans  will  be  paid  back.  But 
it  has  hedged  itself  should  things  go 
wrong.  After  having  to  write  down  loans 


Till  Debt  Do  Us  Part 

America's  steamy  affair  with  credit  has  kept  the  economy  growing.  Time  for  a  cold  shower? 

BY  BERNARD  CONDON 


took  out  $350  billion  or  so  in  mortgages 
last  year,  or  10%  of  total  new  mortgage 
loans.  The  demand  is  not  expected  to  fade 
this  year. 

GDP  is  strong  and  interest  rates  are 
low,  so  it's  easy  to  get  caught  up  in  the 
promise  of  a  recovering  economy.  But 
there  are  those  nagging  doubts,  like  con- 
sumers' addiction  to  borrowing.  Con- 
sumer debt  hit  an  alltime  high  of  $2  tril- 
lion in  November,  up  4 1  %  in  five  years.  A 
record  1.6  million  households  filed  for 
bankruptcy  last  year.  And  jobs  needed  to 
mop  up  all  the  red  ink  are  still  carce, 
with  only  1,000  generated  in  December. 

The  subprime  boosters  argue:  Don't 
worry.  In  fact,  they  say,  the  borrowing 
binge  is  a  blessing  to  the  economy,  help- 
ing to  extend  that  most  crucial  of  eco- 
nomic stimulants,  the  consumer  buying 
spree.  Douglas  Duncan,  chief  economist 
of  the  Mortgage  Bankers  Association, 
says  the  impact  that  subprime  refi- 
nancers have  on  the  economy  is  often 
"underestimated  because  they  act  in  unex- 


The  typical  American  mortgage  holder 
has  $4,400  worth  of  unsecured  debt,  and 
his  equity  has  fallen  to  54%  from  70% 
two  decades  ago. 

Even  if  you're  convinced  these  bor- 
rowers are  good  risks,  you  still  have  to 
wonder  about  the  value  of  the  homes 
backing  their  loans.  Morgan  Stanley 
economist  Stephen  Roach  bemoans  "the 
extraction  of  cash  from  overvalued  assets 
such  as  homes,"  to  quote  his  recent 
report,  titled  "False  Recovery."  Roach  has 
been  bellyaching  about  a  housing  bubble 
for  years  now,  and  he's  still  fighting  the 
tide.  The  same  week  of  his  latest  screed, 
J.R  Morgan  Chase  announced  it  was  pay- 
ing $58  billion  for  credit  card  giant  Bank 
One  to  increase  its  exposure  to  the 
mighty  American  consumer.  Why  listen 
to  a  mere  scribbler  when  the  big  money  is 
saying  the  opposite? 

"All  I  hear  is  'bubble  this,'  'bubble 
that,'"  fumes  Otis  Bradley,  a  Gilford 
Securities  analyst  who  thinks  New  Cen- 
tury stock  should  be  trading  a  fifth 


in  2000,  it  decided  not  to  keep  most  of  its 
future  loans  on  the  books  for  long.  So  it 
started  selling  a  lot  of  loans  to  Morgan 
Stanley  and  other  investment  banks. 
These  buyers,  paying  $1.04  now  per  $1  in 
loan  face  value,  don't  hold  on  to  the 
loans,  either.  They  bundle  the  loans  into 
securities  and  sell  them  to  insurers  and 
other  big  fixed-income  buyers  for  an  even 
richer  price. 

Why  such  hot  demand?  With  Fed 
funds  rates  at  a  45-year  low,  where  else 
can  fixed-income  investors  get  yields  of 
8%  to  10%,  unleveraged? 

Richard  Eckert  of  investment  bank 
Roth  Capital  Partners  is  a  New  Century 
bull,  but  even  he's  worried.  He  says  that 
rising  interest  rates  will  eventually  take  a 
lot  of  these  borrowers  by  surprise,  leading 
to  foreclosures. 

"At  some  point  they  won't  be  able  to 
refinance  again,  and  that  will  set  off  a 
domino  effect,"  he  says.  "More  and  more 
loans  will  go  bad,  lenders  will  pull  back, 
and  the  consumer  won't  spend  as  much."  F 
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STEVE  JOBS  IS  HAVING  A  VERY  GOOD  2004.  SIX  DAYS  INTO 
the  new  year  Apple  Computer  rolls  out  a  pint-size  ver- 
sion of  its  bestselling  iPod.  Two  days  later  Hewlett- 
Packard  announces  plans  for  an  HP-branded  iPod. 
Gary  Johnson  is  having  a  very  good  2004,  too.  His  Santa 
Clara,  Calif.-based  shop,  PortalPlayer  Inc.,  supplies  the  chips  and 
internal  software  that  power  Apple's  iconic  music  player.  More 
than  2  million  of  the  white  beauties  have  sold  so  far,  with  Portal- 
Player  grossing  about  $15  a  pop. 

Time  for  some  boasting,  no?  No.  Though  PortalPlayer's 
connection  to  the  iPod  has  been  an  open  secret  since  2002, 
Johnson  doesn't  dare  acknowledge  the  relationship,  for  fear 
of  offending  his  best — and  a  notoriously 
secretive — client.  "I'm  not  even  going  to 
refer  to  those  guys,"  he  says. 


Tuning  in:  PortalPlayer's  Gary  Johnson. 

Which  is  a  shame,  since  Apple  plays  a  starring  role  in  Portal- 
Player's success  story.  (Apple,  for  its  part,  will  only  confirm  that 
PortalPlayer  supplied  "one  of  many  components"  for  the  iPod.) 
Privately  held  PortalPlayer  says  its  revenue  more  than  doubled  to 
$20  million  last  year.  In  the  fourth  quarter  it  broke  even  for  the 
first  time  (in  the  sense  of  earnings  before  interest,  taxes  and  depre- 
ciation). Some  people  say  the  outfit  could  go  public  later  this  year. 
PortalPlayer  dates  back  to  late  1998,  when  venture  capitalist 
Gordon  Campbell  approached  National  Semiconductor  execu- 
tives about  creating  a  chip  system  for  an  MP3  player.  They  were 
unimpressed,  except  for  Chief  Technology  Officer  John  Mallard, 
who  followed  Campbell  out  to  the  parking  lot  after  the  meeting. 
Soon  Mallard  and  four  co-workers,  backed  by  $5  million  from 
J.P  Morgan  and  Campbell's  own  Techfund,  were  on  their  own. 
(Mallard  stepped  aside  in  December  2002  but  still  holds  a  stake; 
he  was  succeeded  by  Johnson,  also  a  NatSemi  alum.) 

In  2001  the  small  firm  beat  out  nine  competitors,  including 
Texas  Instruments,  to  provide  iPod's  central  nervous  system. 
Apple's  in-house  designers  provide  the  look  and  feel  that  make 
the  iPod  so  distinctive;  PortalPlayer  provides  the  innards  that  lie 
beneath.  It  won  over  Apple  with  a  design  that  uses  two  modest 
processors  and  an  operating  system  two  years  in  the  making. 

PortalPlayer's  "firmware"  makes  it  easy  for  makers  to  mix  and 
match  features  and  rapidly  stamp  out  upgrades  without  having  to 
start  from  scratch.  Apple  picked  PortalPlayer  in  the  summer  of 
2001,  and  the  iPod  was  in  stores  in  November  of  that  year. 

Samsung,  RCA  and  Rio,  among  others,  have  placed  orders 
with  PortalPlayer,  and  Johnson  has  plans  for  a  player  cum  digi- 
tal photo  album.  Consumers  could  buy  upwards  of  7  million 
MP3  players  this  year,  up  from  5.8  million  in  2003,  says  research 
firm  IDC.  Gary  Johnson  argues  his  rivals  will  need  a  year  or  more 
to  match  PortalPlayer's  design  breakthroughs.  But  TI,  which 
makes  the  guts  of  Dell's  music  player,  says  it  can  catch  up  in  eight 
months  or  less.  "It's  very  technically  feasible  to  replace  Portal- 
Player," says  Christopher  Schairbaum,  chief  of  Tl's  portable 
audio  unit.  And  is  TI,  then,  talking  to  Apple  about  doing  just 
that?  Schairbaum  can't  say.  Apple  has  very  strict 
nondisclosure  rules.  F 
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OREGON 

itrong  Capital 
Management 

$148  million 


Oregon  fired 
Strong,  questioning 
its  "ethics  and 
long-term  viability." 
Taking  bids  to  find 
successor. 


Putnam 
Investments 

$2.6  billion 

Keeping  Putnam, 
but  adding 
non-Putnam 
investment  options 
to  529  program. 


$4.4  billion 

Keeping  Alliance  as 
manager  after  firm 
agreed  to  cut  fees 
and  pay  $250  mil- 
lion to  settle  mar- 
ket-timing charges. 


Keeping  Strong  as 
administrator,  but 
adding  options 
from  Legg  Mason, 
Vanguard  and 
Baird. 
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INSURANCE 


RETIREMENT  PLANNING 


EDUCATION  FUNDING     \ 


There  are  times  in  life  when  you  could  really  use  expert 
financial  advice.  For  more  than  145  years,  Northwestern 
Mutual  and  its  prod  cts  have  quietly  earned  a  most  enviable 
reputation.    Visit    vvww.nmfn.com    for    more    information. 


yst  Northwestern  Mutual 

FINANCIAL  NETWORK* 

It's  time  for  a  Quiet  Conversation? 
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GET  READY  FOR  THE  TWINKIE  TAX 


Apparently  unsatiated  by 
their  huge  claims  on  booze 
and  cigarettes,  the  tax 
police  are  planning  a 
4    major  snack  attack. 
^*    Potato  chips,  cookies, 
*      sodas,  candy— a  $30  bil- 
lion-a-year  business— are 
being  targeted  by  more  than  a 
dozen  revenue-starved  states  under  the 
misguided  impression  that  by  charging  a  few 
extra  cents  per  can  or  bag  they  can  trim  their 
budget  deficits  and  encourage  the  rest  of  us  to 
slim  down.  Fat  chance.  Among  the  assaults: 


NEW  YORK  plans  a  new  sales  tax 
(one-quarter  of  1%)  on  sweets  and 
snacks,  on  top  of  a  bill  to  ban  the 
sale  of  junk  food  from  vending  ma- 
chines in  public  schools.  The  result- 
ing $50  million  a  year  would  fund 
programs  to  fight  childhood  obesity. 

WASHINGTON  State's  SB  5928 
would  lift  the  sales-tax  exemption  for 
candy,  aiming  to  raise  $40  million  a 
year. 

Legislators  in  ARKANSAS  defeated 
a  bill  to  add  a  1%  sales  tax  on  junk 
food,  which  would  have  added  up  to 


$14  million  a  year  to  fund  K-12 
education,  but  it's  far  from  dead. 

VERMONT'S  lawmakers  tried  to 
raise  $5  million  for  education  by 
adding  a  6%  sales  tax  to  snack  foods. 
The  bill  died,  but  legislators  are 
talking  about  reviving  the  idea  of  a 
snack  tax. 

A  plan  in  NEBRASKA  to  extend  the 
state's  5.5%  sales  tax  to  snack  foods 
and  baked  goods  flamed  out  last 
year,  but  supporters  hope  to  bring  it 
back  as  a  way  to  raise  an  extra 
$5  million.  —Mark  Tatge 


A  Cozy  Cancer  Cartel 

Big  Tobacco  sidled  up  to  the  states  to  craft 
their  $200  billion  legal  settlement.  Now 
a  scathing  court  ruling  opens  up  the 
industry  to  a  new  threat:  antitrust. 

BY  SCOTT  WOOLLEY 


I  OR  YEARS  BIG  TOBACCO  HAS  STRUGGLED 
to  elude  the  ever-present  threat  of  smokers' 
lawsuits  alleging  that  cigarette  makers 


F  covered  up  the  health  risks  of  an 
addictive  product  that  kills  440,000 
people  every  year.  Now  four  tobacco  titans 
face  a  new  and  perhaps  more  lethal  threat: 
antitrust  litigation. 

The  new  risk  grows  out  of  a  federal  lawsuit 
filed  by  two  tiny  tobacco  importers  challenging 
the  sweeping  settlement  that  the  four  biggest  mak- 
ers -  -Altna,  R.  I.  Reynolds,  Brown  &  Williamson  and 
Lorillard — signed  with  the  nation's  state  attorneys 
general  in  1 998.  The  settlement  requires  the  balky  behe- 
moths to  pay  about  $200  billion  over  25  years  to  cover  the 
states'  costs  of  health  care  for  smok<    s.  But  it  also  enlists 
the  states  to  sup]  ort  a  big  !^rand  car,  '  and  keeps  prices 
high  by  slapping  fees  on       all  rivals  i    t  covered  by  the 
settlement. 

This  cozy  accord  owes  to         rtain  symbiosis:  Big 
Tobacco  might  not  havi      ■  tl<  s  the  states  tried  to 

stop  small  rivals  from  un  lercul  prices;  and  the 

states  stood  to  reap  higher  payn  -  ijor  brands 

fared  well.  So,  many  states  passed  laws  req  tiring  tobacco 
upstarts  to  pay  the  states  fees  equ  it  to— or,  after 

taxes,  even  more  than— what  BigTobat  i  pays  in  the  set- 


tlement. All  that  made  it  harder  for  the  little  guys  to  undercut 
the  majors'  prices. 

Sounds  suspiciously  like  market-fixing,  which  is  precisely  the 
allegation  lodged  by  smaller  tobacco  firms.  But  the  states  and  Big 
Tobacco  claimed  legal  immunity  given  their  vaunted  settlement, 
and  the  rivals'  antitrust  complaints  went  nowhere.  Until  last 
month.  On  Jan.  6  the  federal  Second  Circuit  Court  of  Appeals  in 
New  York  ruled  that  while  the  cartel  has  the  states'  sanction,  that 
doesn't  free  the  four  big  cigarette  makers  to  violate  federal 
antitrust  laws. 

The  companies  say  they  don't,  but  in  a  particularly 
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,  we  can  jump  for  joy  at  any  age.  Because  with  advances  in 

-        ■  - 

id  life  sciences  today,  millions  of  people  live  longer,  happier  livess  with  early 

agnosis  and  treatment  for  illnesses  that  were  once  incurable.   Hitachi's 


Iding  role  in  medical  and  life  sciences  Ms  resulted  in  imaging  systems  such; 

Open  MRIs,  diagnosis  and  analytic  equipment. fjRe  electron  microscopes  and 

.eakthrough  cancer  diagnosis  and  therapy.  Each;  is  a  confirmation  of  our; 

lief  that  technology  must  never $e  for  its  own^sake  but':;'# 

it 
r  the  benefit  of  all.  As  aiflinnoyative  .global-  solutions     ,^  | 

mpany,  Hitachi  touches  ypur  life  in  many  way^it  Visit  us 

i  the  Web  and  see  technology  in  action.   \  tNvmoNns 
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acidic  opiiiion  the  three-judge  panel  said  to- 
bacco execs,  had  they  not  cloaked  them- 
selves in  the  settlement,  "would  long  ago 
have  had  depressing  conversations  with 
their  attorneys"  about  possible  jail  time. 
Judge  Ralph  Winter,  a  Reagan  appointee 
and  antitrust  expert,  in  the  unanimous 
opinion,  wrote,  "It  is  doubtful,  though  we 
do  not  decide  the  issue,  that  a  state  may  shel- 
ter private  parties  from  the  Sherman  Act 
solely  in  order  to  share  monopoly  profits." 
The  ruling  came  in  a  suit  filed  by 
Freedom  Holdings,  a  Las  Vegas-based 
cigarette  importer,  against  New  York 
State  Attorney  General  Eliot  Spitzer. 
Spitzer  is  likely  to  appeal  to  the  full  12- 
judge  panel  of  the  Second  Circuit; 
meanwhile,  Freedom  expects  to  ask  the 
circuit  court  to  halt  tobacco  payments 
to  New  York.  The  ruling  could  derail 
the  huge  settlement  and  leave  the  Big 
Four  vulnerable  to  tens  of  billions  of 
dollars  in  antitrust  damages. 

"This  is  not  some  bedroom  con- 
spiracy to  fix  prices  that  we  have  to 
prove.  It's'  all  there  in  the  settle- 
ment," says  lawyer  David  Dobbins, 
who  represented  Freedom  Hold- 
ings. The  big  brands'  "treble-dam- 
age liability  is  astronomical,"  he 
notes.  "Eventually  this  cartel  will 
be  abolished  and  competition  will 
return  to  the  cigarette  market." 

Not  if  the  states  have  their 
Despite  their  best  anticompetitive 
efforts,  the  states  expect  their  set- 
tlement fees  to  fall  16%  this  year  to 
a  total  $7.8  billion.  The  Big  Four 
are  losing  sales  to  cheap  unknowns, 
whose  share  has  risen  to  9%  from 
1%  five  yea     ago.  Big  Tobacco  can 
blame  ifself:  i  he  big  brands  raised 
their  wholesale  price  $1.10,  to  over  $3 
a  pack,  st  nes  the  sum  needed 

to  fund  their  pa)  <nents  to  the  states. 

Vermont's  att<  :;ney  general,  William 
Sorrell,  is  so  com  medth  recently 
wrote  a  confident     rnemc  fellow 

AGs  "to  underscore  the  urg  if  all 

states  taking  steps  tc  deal    ith  i!  e  |  rolif- 
cration"  of  sum1  I  b,  uids 
new  laws  to  burden  th<  u  ps1 
higher  fees.  Nineteen  states  i;u    |\  have 
done  so.  Sounds  kind  ol  anticoi 
to  us.  F 


REVENGE  OF  THE  FOGIES 

Suddenly  gray  is  chic.  In  the  sports  and  corporate  worlds  retired  leaders 
are  being  summoned  from  deep  freeze  to  turn  around  organizations.  The 
Washington  Redskins  hired  63-year-old  Joe  Gibbs  last  month  as  head 
coach,  and  the  draft  from  the  past  seems  to  be  working  in  the  boardroom. 
Three  of  the  four  chiefs  below  have  seen  their  companies'  stock 
prices  pop  since  they  giddily  retook  the  corner 
office.  —  Rob  Wherry 
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U I U I1MI I  VlSIOn  Vivjd,  natural  pofors.  Sharp.images  in  perfect  dejtait  Dramatically  fluid  motion.  Thfe  is  LCD  TV  from  Samsung. 
Inside  the  sleek  and  light  design  beatsfhf;heart  ^Samsung's  Digital  f)Ja*ural  Image  engine— DNIe™*— witn  advanced  picture 
optimizers  to  deliver  the  most  dramatic  viewjpg-  experience.  Even  This  is  the  future  of  television.  This  it  the  poweedf  Samsung  LCD  TV 
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All  the  News  That  Fits 

Goldman  Sachs  and  other  pillars  of 
capitalism  will  soon  be  getting  financial 
news  from  a  company  in  bed  with  Beijing's 
official  mouthpiece,  by  russell  flannery 

FEW  THINGS  IN  CHINA  ARE  AS  PREDICTABLE  AS  THE 
government's  official  and  faithful  mouthpiece,  the 
Xinhua  News  Agency.  Yet  even  this  organ  of  pro- 
paganda has  caught  China's  money  bug,  evolving 
into  a  global  operation  that  takes  cues  from  America's 
media  conglomerates.  At  home  Xinhua  owns  real  estate, 
distributes  Motorola  mobile  phones  and  holds  7%  of 
Chinadotcom,  a  Nasdaq-listed  Internet  portal. 

Now  a  Xinhua  affiliate  is  moving  into  English-language 
financial  content  on  America's  own  shores.  Xinhua  Fi- 
nancial Network  (XFN),  20%  owned  by  Xinhua,  is  in  talks 
to  buy  New  York-based  Market  News  International,  which 
distributes  financial  news  to  450  business  clients,  including 
HSBC,  Goldman  Sachs  and  J.P.  Morgan.  The  move  will  cre- 
ate new  sales  channels  for  XFN's  news  and  credit  reports. 
Meddling  by  Beijing?  "We  don't  expect  to  have  any  in- 
teraction with  Xinhua  News  Agency  in  terms  of  news  re- 
porting," says  Market  News  Chairman  Michael  Connor. 
Likewise,  credit  reports  seen  as  politically  tainted  would 
be  fatal.  "Their  credit  guys  tell  it  like  it  is,"  says  Bruce 
Richardson,  an  analyst  in  Shanghai  for  London-based  Evo- 
lution Securities. 

The  unlikely  architect  behind  XFN's  push  is  Loretta  Fredy 
Bush,  45,  an  American  entrepreneur  raised  in  Utah.  She 
moved  to  Taiwan  in  1985  and  took  a  job  negotiating  com- 
modity imports  for  a  quasi-governmental  association.  Four- 
teen years  later  she  persuaded  Xinhua  to  form  XFN  to  trans- 
mit financial  data  from  China  to  the  rest  of  the  world.  She 
owns  a  5%  stake  in  XFN  and  hopes  for  a  stock  offering  by  the 
end  of  this  year.  Other  investors  include  U.S.  commodities 
trader  Rcfco  and  PR  Newswire,  the  capitalist  mouthpiece. 
Bush,  the  firm's  chief  executive,  ex- 
pects XFN  to  post  its  first 
profit  this  year  on  sales  of 
$35  million.  Future  re- 
turn could  swell  with 
lis'  lust  for  al 
tilings  Chinese.  F 


HORSE  POWER 


Acer's  new  notebook  computer  is  pretty  unremarkable,  yet  the 
Taiwan  company  prices  it  at  $1,900,  about  $700  more  than  rival 
models.  Its  secret?  A  paint  job— and  the  Ferrari  name.  The  note- 
book, named  the  Ferrari  3000,  is  painted  bright  red  and  bears 
the  racecar  maker's  venerable  prancing-horse  logo.  Formula 
One  race  fans  went  crazy  for  it  even  before  it  was  shipped  in 
November,  and  now  Acer  says  it  can't  keep  up  with  demand.  IDC 
analyst  Roger  Kay  reckons  Acer  has  sold  several  thousand  units 
so  far— and  this  baby  can't  exactly  zoom.  The  Ferrari  3000  uses 
a  low-cost  processor  from  AMD,  has  an  average  60-gigabyte 
hard  drive  and  weighs  a  not-light  6.5  pounds.  But  the  margin 
has  other  PC  makers  noticing;  says  Kay:  "If  you  can  mark  up  a 
paint  job,  that's  a  pretty  good  business."  —Daniel  Lyons 


M&A  fees  ($bil) 


Buys  Beacon  Group 


IPO  fees  ($bil) 

Buys  Hambrecht  &  Quist 


Securities  underwriting 
and  M&A  fees  ($bil) 


Peak 
Performances 

J.P.  Morgan  Chase's  plan  to  buy 
Bank  One  has  won  lots  of 
praise.  The  price,  $58  billion, 
was  a  mere  14%  above  the 
target's  market  value.  But  we 
can't  help  but  notice  that  J.P. 
Morgan  boss  William  Harrison 
has  an  uncanny  tendency  to 
buy  companies  when  their 
underlying  businesses  are  near 
their  peak.  Now  he's  buying  a 
big  consumer  lender.  How  long 
will  that  business  stay  hot  given 
the  rise  in  bankruptcies? 

—Bernard  Condon 

Love  the  credit  cards!  Morgan's  Bill 
Harrison,  Bank  One's  Jamie  Oimon. 


Fees  are  industrywide-  Sources:  Dealogic; 
Sanford  C.  Bernstein  &  Co.:  U.S.  bankruptcy  courts. 
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Acura.  71.  VTEC.  Dr,ve-by-Wire  Thrott.e  System  and  Sequent,*  SportShif,  are  trademarks  of  Honda  Motor  Co.,  Ltd.  Make  an  intelligent  decision.  Fasten  your  seat  belt 


LEAVE  LATE.  ARRIVE  EARLY.  Now  you  can  sleep  in  and  still  be  an  early  bird.  That's  the  beauty  of  having  an  advanced 
3.2-liter  VTEC  engine,  six  close-ratio  gears;  cutting-edge  suspension,  Vehicle  Stability  Assist,  a  smooth  Drive-by-Wire 
Throttle  System"'  and  the  safety  of  standard  side  curtain  airbags.  But  before  you  plan  on  arriving  fashionably  early, 
race  on  over  to  acura.com  or  call  us  at  1-800-To-Acura.  The  all-new  270-hp  Acura  TL.  A  higher  form  of  performance. 
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Stolen  Cars 


The  nerve!  The  pirates  of  Shanghai  are  knocking  off  entire  motor  vehicles,  by  joann  muller 

few  offenders  sentenced  to  prison  can  re- 
duce their  terms  for  $30  per  day.  Lawsuits? 
Often  a  waste  of  time.  Toyota  recently  lost 
a  closely  watched  case  in  China  against  a 
Chinese  engine  manufacturer  whose  brand 
logo  was  nearly  identical  to  Toyota's. 

"Accepting  this  kind  of  practice  in 
China  is  condemning  China  to  remain  an 
underdeveloped  country,"  fumes  Nissan 
Chief  Executive  Carlos  Ghosn. 

Still,  going  after  the  bad  guys  is  tricky, 
given  that  the  bad  guys  are  often  tight  with 
the  government,  and  the  government  is  a 
business  partner  you  don't  want  to  offend. 


PIRACY  IS  SUCH  A  WAY  OF  LIFE  IN 
China  that  people  are  surprised 
when  a  movie,  software  package  or 
handbag  bought  there  is  not  ripped 
off.  Now  you  can  add,  to  the  list  of  coun- 
terfeit goods,  passenger  cars.  Months  be- 
fore General  Motors  began  selling  its 
$7,500  Chevrolet  Spark  in  China  in  De- 
cember, a  $6,000  knockoff  version,  the 
Chery  QQ,  with  the  same  grinning  front 
end  but  missing  some  subtle  details  (like 
an  airbag),  was  cruising  Chinese  streets. 
Even  more  galling:  The  manufacturer  of 
the  pirated  version  was  partially  owned  by 
GM's  Chinese  business  partner. 

Counterfeiting — usually  just  of  parts — 
is  driving  carmakers  crazy  in  China.  Re- 
placement parts  like  oil  filters,  headlamps, 
batteries,  brake  pads,  fan  belts,  windshields 
and  spark  plugs,  packaged  with  fake  logos, 
are  turning  up  all  over  the  world,  including 
tneU.S.Thecarrnakei  i  isatissue. 

GM  says  it  has  come  across  brake  linings 
made  of  wood  chips  .md  ardboard  that 
could  burst  into 

coolant  that  can  radia- 

tor in  48  hours.  Also 
profit  margins.  Replacen  i 

car  companies  what  pope  e 

theaters.  It's  how  the) 

Ford  Motor  says  cou  nk  ,it 

$2  billion  a  year  in  sales.  Coun  are 

using  computer  scanners  to         icat< 


Separated  at  birth? 
Chevy  Spark 
(above); 
Chery  QQ. 


trademark  labels  and  slap  them  on  fake 
goods,  says  Ed  C.  Wetter,  manager  of  Ford's 
global  brand  protection  program.  Ford  re- 
cendy  raided  a  Chinese  factory  and  turned 
up  7,000  sets  of  counterfeit  brake  pads  des- 
tined for  Egypt,  each  stamped  with  a 
replica  of  Ford's  blue  oval.  A  legitimate  set 
of  pads  for  a  Ford  Taurus  would  cost  the 
equivalent  of  $47  in  Egypt;  the  phony  ones 
might  go  for  $30. 

Manufacturers  are  stepping  up  their 
countermeasures  worldwide.  GM  says  it  is 
investigating  something  like  400  counter- 
feiting schemes  and  seized  or  destroyed 
$180  million  worth  of  counterfeit  goods. 
But  counterfeiters  just  move  and  reopen 
elsewhere,  says  Philip  F.  Murtaugh,  chair- 
man of  GM  China.  What  about  jail  sen- 
tences? In  Taiwan,  says  Ford's  Wetter,  those 


C^^rouble  with  the  fake  Spark  probably 
had  its  roots  in  Korea,  shordy  before  GM 
and  other  investors  bought  the  assets  of 
bankrupt  Daewoo  Motors  in  October 
2002.  The  Spark  is  a  replica  of  the  Daewoo 
Matiz.  One  of  GM's  co-investors  in  Dae- 
woo is  Shanghai  Automotive  Industry 
Corp.  Shanghai  Auto  also  happened  to 
own  a  20%  stake  in  SAIC-Chery  Automo- 
bile Co.,  a  fledgling  government-sponsored 
company  that  began  producing  cars  in 
2001.  It  is  possible  that  Daewoo  insiders 
sold  the  design  specifications  for  the  Matiz 
to  Chery  engineers  before  the  sale  to  GM 
was  final. 

GM  executives  did  not  storm  off  to 
court  about  the  fake  car.  Instead,  they  are 
in  a  parley  with  Chinese  government 
officials.  F 
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American  Focus 


The   intensity   Of   OUr   Concentration  in  need  of  separate  accounts,  an  advisor  looking  for 


cannot  be  overstated. 


multiclass  pricing  or  an  individual  investor  wanting 


At  American  Century,  we're  focused  on  one  thing:  managing  mutual  funds.  Which  brings  us  to  what  we  don't  do: 

investments.  Any  way  you  work  with  us,  you  benefit  from  We  don't  stray  from  our  mission  by  lending  money  or 

our  active  approach  to  investment  management.  Which  underwriting  securities.  To  learn  more,  please  ask  your 

means  you  can  be  assured  that  we  are  always  striving  to  financial  advisor  or  call  1-877-44-AMCEN.  Because  your 

maximize  your  returns.  Whether  you're  a  large  institution  performance  has  our  complete  and  undivided  attention. 


Pkase  call  1-877-44-AMCEN  or  visit  ivunv.americancentury.com  to  obtain  a  prospectus  with  more  complete  infor- 
mation, including  charges,  expenses  and  minimums.  Be  sure  to  read  it  carefully  before  you  invest  or  send  money. 
American  Century  Investment  Services,  Inc.  ©2003  American  Century  Services  Corporation 


American 
Century. 

Investment  Managers 


front 


The  Music  Never 
Stops  Here 


Who  moves  next? 


W 


HEN  BERTELS- 
mann  Music 
Group  recently 
ejected  Anto- 


nio (L.A.)  Reid  from  the 
top  seat  at  its  hot  Arista 
Records  unit,  the  music 
business  took  it  as  a  sign 
that  the  revolution  had 
started.  No  longer  would 
record  sales  and  market 
share  be  enough  to  keep 
you  employed.  Okay,  he 
did  lose  nearly  $200  mil- 
lion in  two  years,  but  label 
chiefs  like  him  don't  stay 
unemployed  long.  In  fact,  a 
few  more  impresarios  may 
shift  around  soon,  as  the 
beleaguered  industry  re- 
invents itself.  Here  is  some  of 
the  handicapping  on  a  few 
key  players  in  this  game  of 
musical  chairs.    — Brett  Pulley 


Lyor  Cohen:  Some  think  he 
might  be  wooed  away  from 
Universal's  Island  Def  Jam 
Records,  creating  a  spot  for 
Reid.  Don't  bet  on  it.  Cohen, 
43,  spent  his  career  helping 
build  Def  Jam  into  a  black 
music  powerhouse. 


WACKO  LIKE  A  FOX? 


with  nurtunngsome 
try's  hottest  afcts  (0 


edit 
indus- 
tand 
lg  offer 
of  Vivendi 's 
tiut  Edgar 


from  Doug  Morri 

Universal  Music  Group.  But  Edga 
Bronfman,  WftoffldSe  to  a  $2.6 
billion  purchase  of  Warner  Music 
Group,  might  try  to  lure  Reiipfi  " 


Sylvia  Rhone:  Head  of 
Warner's  Elektra  Records 
is  a  survivor,  scoring  with 
top-selling  Missy  Elliott. 
But  Bronfman  cost-cutting 
could  leave  51-year-old 
Rhone  seatless.  No 
problem— mentor  Morris 
beckons  at  Universal. 


Clive  EH$:  The  70-year-old 

idolmaker  heads  BMG's  RCA  and  J 
Records,  But  BMG's  pending  merger 
with  Sony  Music  could  mean  big  new 
role  for  Davis.  He  may  even  reclaim 
Arista,  the  BMG  label  that  he  launched 
27  years  ago  only  to  be  ousted  in 
2000  and  replaced— by  Antonio  Reid. 


It  turns  out  Michael  Jackson  does  have  one  friend— and  it  isn't 
Leonard  Muhammad,  the  Nation  of  Islam's  chief  of  staff  and 
Louis  Farrakhan's  son-in-law.  Jacko's  secret  admirer,  his 
people  say,  is  a  leader  in  an  Arab  emirate  8,300  miles  away: 
Sheikh  Mohammed  bin  Rashid  Al  Maktoum  of  Dubai,  an 
offshore  tax  haven  on  the  Persian  Gulf. 

According  to  sources  close  to  Jackson,  the  Pariah  of  Pop 
is  trying  to  raise  $400  million  to  $500  million  for  a  new  music 
venture  that  would  bypass  traditional  record  companies. 
Sheikh  Mohammed,  whose  clan  is  worth  an  estimated 
$10  billion,  is  said  to  be  interested. 

The  project,  as  yet  unnamed,  aims  to  create  a  hybrid  label 
that  exploits  three  evolving  technologies:  streaming  over  the 
Internet,  music  on  demand,  and  business  intelligence  soft- 
ware, which  tracks  listening  habits  and  buying  patterns.  It 
would  allow  the  45-year-old  megastar  to  say  ta-ta  to  Epic 
Records.  The  fate  of  this  venture  rests  to  some  degree  on 
whether  Jackson  avoids  getting  convicted  on  seven  charges  of 
performing  lewd  or  lascivious  acts  on  a  minor.  It  also  assumes 
that  anyone  over  the  age  of  14  will  do  business  with  him.       F" 
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Ours  isn't  the  only  name  ort  the|)ox 

Amy's  reputation  is  on  the  line.  V 

arrive  the  next  morning,  Amy  says  "ye 

world  of  "yes."  "Yes"  raises  the  stakes 

There  are  no  loopholes  in  "yes."  Is  Amy  Wjpflpd?  IS 


Re  lax,  it's  FedEx 


.  See  fedex.com  for  tern 


T"  X  AT  HOME  ON  THE  ROAD  AT     1     O         *  2 

rlomewood  Suites 

Homewood  Suites  by  Hilton®  is  the  perfect  second  home  on  the  road  because  it  offers 
the  comfortable  sense  of  normalcy  and  community  that  business  travelers  crave. 


For  business  travelers  who  live  their  lives  on  the 
road,  the  next  best  thing  to  home  is  a  place  on 
the  road  that  feels  like  home:  a  place  that  permits 
them  to  live  as  normal  a  life  as  possible,  and  a 
place  that  helps  them  maintain  comfortable  and  reassuring  home 
and  work  routines  even  though  they  are  far  from  home  and  office 
for  sometimes  extended  periods  of  time. 

In  other  words,  they  need  a  place  like  Homewood  Suites  by 
Hilton,  the  fast-growing  brand  of  casual,  upscale,  all-suite  hotels 
that  feel  just  like  home. 

Unlike  traditional  hotels,  Homewood  Suites  by  Hilton  is  the 
perfect  second  home  for  business  travelers  because  it  is  specif- 
ically designed  for  guests  who  spend  a  few  nights  or  longer  on 
the  road.  Thanks  to  an  abundance  of  physical  amenities,  well- 
executed  services  and  an  extraordinarily  helpful  staff, 
Homewood  Suites  by  Hilton  makes  life  on  the  road  a  comfort- 
able and  less  stressful  experience. 

"What  you  find  at  a  Homewood  Suites  hotel  is  the  ability  to 
move  right  in  and  function  normally,  like  at  home,  whether  for 
a  few  days  or  longer,"  says  Jim  Holthouser,  senior  vice  presi- 
dent, brand  management,  Homewood  Suites  by  Hilton. 
"Normalcy. That's  the  key  to  serving  today's  business  traveler." 
Each  of  the  more  than  130  Homewood  Suites  hotels  in  the 
U.S.  and  Canada  helps  travelers  live  out  of  the  traditional  hotel 
box  because  the  accommodations  are  all  spacious  studio,  one- 
and/or  two-bedroom  suites.  Each  unit  offers  a  fully  equipped 
kitchen  with  microwave  oven,  full-size  refrigerator,  dishwasher, 
twin-burner  stove,  coffeemaker,  utensils,  place  settings  and  iron 
and  ironing  board.  Each  suite  includes  a  comfortable  dining  area 
that  doubles  as  a  workspace.  There  is  residential-style  storage 
space  and  closets.  Thoughtful  extra  touches,  all  of  which  help 

travelers  feel  at  home, 
include  a  remote-controlled 
television,  premium  cable 
channel  and  a  videocassette 
olayer  or  on-demand  movies. 
Each  suite  is  also  equipped 
with  the  latest  communica- 
tions gear  to  allow  travelers  to 
comfortably  keep  in  touch 
with  the  world  they  have  left 
behind.  Suites  have  two  tele- 


phones, voice  mail  and  dataports.  And  by  April  1,  2004,  all  of  the 
almost  15,000  suites  in  the  Homewood  Suites  by  Hilton  system 
will  be  equipped  with  complimentary  high-speed  Internet  access. 
Travelers  will  find  all  they  need  in  their  suites  to  connect  to  the 
Internet  on  a  wired  or  wireless  basis  (depending  on  location),  and 
it's  all  complimentary. 

To  reinforce  the  sense  of  normalcy  and  comforting,  familiar 
routine  on  the  road,  each  Homewood  Suites  by  Hilton  hotel  is 
built  around  the  Lodge,  a  central  area  off  the  main  lobby  where 
guests  can  relax,  eat  and  socialize.  Each  Lodge  area  features  a 
24-hour,  agent-assisted  front  desk;  a  dining  room  area;  a  com- 
fortable living  room  with  soft  seating;  and  a  24-hour  Suite  Shop® 
convenience  store  at  most  locations. 

Guests  at  Homewood  Suites  by  Hilton  can  also  enjoy  other 
amenities.  Most  hotels  have  guest-accessible  laundry  facilities, 
swimming  pool,  sports  court,  exercise  room,  24-hour  business 
center  and  an  average  of  750  square  feet  of  meeting  space, 
sufficient  to  accommodate  smaller  groups  of  25  people.  By 
April  1,  2004,  complimentary  wireless  high-speed  Internet 
access  will  be  available  in  the  Lodge,  prominent  guest  dining 
areas,  business  center  and  the  main  meeting  room. 

"The  best  thing  we  offer  is  a  sense  of  normalcy,"  explains 
Holthouser.  "When  you're  staying  a  few  nights  or  longer,  you 
need  some  sense  that  you're  living  a  regular  life.  You  want  the 
kitchen  because  you  don't  want  to  eat  out  every  night.  The  laun- 
dry and  residential  feel  help  give  you  that  feeling  of  leading  a  reg- 
ular life  even  though  you're  on  the  road  on  business." 


And  because  all  business  travelers  have  to  consider  their  stom- 
achs, Homewood  Suites  by  Hilton  makes  sure  that  their  guests  are 
well-fed.  A  complimentary  hot  breakfast  is  offered  each  morning  in 
the  Lodge.  An  evening  Manager's  Reception  with  a  light  dinner  and 
beverages  is  served  in  the  Lodge  on  Monday  through  Thursday 
(subject  to  state  and  local  laws).  Homewood  Suites  properties 
even  offer  a  complimentary  grocery-shopping  service*  so  that 
travelers  can  stock  their  m-suite  kitchens  and  refrigerators. 

"I  think  the  biggest  selling  point  that  people  don't  know  about 
Homewood  Suites  is  the  meals,"  says  Diane  Rockhold,  an  Iowa- 
based  medical  sonographer  who  spent  much  of  the  last  year  at 
a  Homewood  Suites  by  Hilton  hotel  in  Ohio.  "You  see  everyone 


down  at  the  Lodge  every  morning  for  breakfast, 
and  then  you  see  them  in  the  evenings.  It's 
wonderful  to  feel  you're  home,  but  you  never 
have  to  cook." 

That  casual  sense  of  togetherness  and  familiarity  also  makes 
Homewood  Suites  by  Hilton  a  winner,  says  Suzanne  Sturgill, 
education  program  coordinator  of  LexisNexus,  the  online  infor- 
mation company  that  books  thousands  of  room  nights  a  year  at 
Homewood  Suites.  "You  just  get  tired  going  out  every  night," 
Sturgill  explains.  "That's  not  how  people  live  at  home,  and  it's 
not  how  people  want  to  live  on  the  road.  They  want  to  come 
home  and  have  a  bite  to  eat.  It's  what  makes  them  feel  at  home 
even  when  they  are  traveling." 

The  interaction  between  guests  is  the  compelling  benefit 
of  community  offered  by  each  Homewood  Suites  by  Hilton 
hotel,  says  Holthouser.  "One  of  the  most  popular  things  we 
see  at  our  hotels  are  the  sports  courts.  We  have  a  tremen- 
dous number  of  pickup  basketball  games  among  our 
guests,"  he  explains.  "Generally,  they  meet  at  the  Manager's 
Reception  and  then  can  go  from  there  to  enjoy  the  recre- 
ational activities.  They're  craving  that  kind  of  normal,  every- 
day interaction  that  our  hotels  provide." 
*Guest  pays  for  groceries.  Other  restrictions  apply. 


My  Homewood. 

Wake  up  to  a  complimentary 
hot  breakfast  seven  days  a  week. 
As  well  as  a  two-room  suite* 
with  a  fully  equipped  kitchen.  At 
Homewood  Suites  by  Hilton,"  you 
can  even  look  forward  to  a  weekday 
evening  Manager's  Reception* 
with  a  complimentary  light  meal 
and  beverages.  So  you  can  feel 
at  home,  even  when  you're  not. 
All  for  less  than  you  might  think. 
Visit  homewoodsuites.com, 
or  dial  1-800-CALL-HOME: 


MAKE  YOURSELF  AT  HOME. 


I^brbes 

F  £B  R  13  A  RY     16,     2  0  0  4 


m 


mm 


m 


*  Q  R  D  M 


The  NBA's  latest  well-paid  phenom  is  showing  on  and 
off  the  court  that  he  might  be  worth  all  the  hype. 


IN  SOME  WAYS  LEBRON  JAMES,  CHOSEN  FROM  AKRON,  OHIO'S  SAINT  VINCENT-SAINT  MARY  HIGH  SCHOOL  AS  THE  NUM- 
ber  one  pick  in  the  National  Basketball  Association  draft  last  year  by  the  Cleveland  Cavaliers,  is  just  like  every  other 
teenager.  He  likes  to  play  videogames,  and  his  favorite  cereal  is  Fruity  Pebbles. 

But  there's  a  big  difference:  By  the  time  the  19-year-old  James  turns  25,  the  muscular  6-foot-8, 240-pound  forward 
will  have  earned  upwards  of  $200  million  from  playing  basketball  and  sponsoring  sneakers,  trading  cards  and  soft 
drinks.  That's  a  record  for  an  NBA  rookie:  Not  even  Michael  Jordan  made  that  much  in  his  first  seven  years. 

Could  one  player  be  worth  so  much?  Actually  he's  a  bargain.  By  James'  seventh  season,  FORBES  calculates,  he'll  have  gen- 
erated $2  billion  in  revenues  for  his  team  and  all  his  sponsors.  Not  a  bad  return.  This  assuming  no  major  injuries  or  per- 
sonal missteps.  (Los  Angeles  Lakers  star  guard  Kobe  Bryant's  sexual  assault  case  has  sent  sponsors  like  McDonald's  and 
Nutella  into  a  fast  break  out  of  the  arena.  All  told,  Bryant  has  lost  some  $2  million  in  annual  endorsement  income.) 

In  James'  case,  the  math  works  like  this:  His  rookie  contract  with  the  Cavs  is  a  four-year,  $19  million  deal  (the  league 
maximum  for  a  rookie).  Due  to  restrictions  from  the  league's  collective  bargaining  agreement,  James'  next  contract 
should  start  at  around  $13  million  and  have  12%  annual  salary  increases. 

Small  change,  when  you  consider  the  Cavs  will  get  a  much  better  team  for  the  $60  million  they'll  pay  James  over  the 
next  seven  years.  Last  season  the  Cavs  tied  for  the  worst  record  in  the  league — only  1 7  wins  and  65  losses,  their  fifth 
straight  losing  season.  Attendance  was  last  in  the  league  at  1 1 ,500  per  game,  and  no-shows  often  topped  5,000.  In  a  big 
city  like  New  York,  the  Knicks  can  still  charge  big  bucks  for  corporate  sponsorships  when  the  team  can't  dribble  or 
shoot.  But  in  a  small  market  like  Cleveland,  winning  is  essential  to  maximizing  revenues.  No  surprise  that  last  year  the 
Cavaliers  had  total  revenue  of  just  $72  million,  fifth  lowest  in  the  league. 
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The  NBA's  latest  well-paid  phenom  is  showing  on  and 
off  the  court  that  he  might  be  worth  all  the  hype. 


IN  SOME  WAYS  LEBRON  JAMES,  CHOSEN  FROM  AKRON,  OHIO'S  SAINT  VINCENT-SAINT  MARY  HICH  SCHOOL  AS  THE  NUM- 
ber  one  pick  in  the  National  Basketball  Association  draft  last  year  by  the  Cleveland  Cavaliers,  is  just  like  every  other 
teenager.  He  likes  to  play  videogames,  and  his  favorite  cereal  is  Fruity  Pebbles. 

But  there's  a  big  difference:  By  the  time  the  19-year-old  James  turns  25,  the  muscular  6-foot-8, 240-pound  forward 
will  have  earned  upwards  of  $200  million  from  playing  basketball  and  sponsoring  sneakers,  trading  cards  and  soft 
drinks.  That's  a  record  for  an  NBA  rookie:  Not  even  Michael  Jordan  made  that  much  in  his  first  seven  years. 

Could  one  player  be  worth  so  much?  Actually  he's  a  bargain.  By  James'  seventh  season,  FORBES  calculates,  he'll  have  gen- 
erated S2  billion  in  revenues  for  his  team  and  all  his  sponsors.  Not  a  bad  return.  This  assuming  no  major  injuries  or  per- 
sonal missteps.  (Los  Angeles  Lakers  star  guard  Kobe  Bryant's  sexual  assault  case  has  sent  sponsors  like  McDonald's  and 
Nutella  into  a  fast  break  out  of  the  arena.  All  told,  Bryant  has  lost  some  $2  million  in  annual  endorsement  income.) 

In  James'  case,  the  math  works  like  this:  His  rookie  contract  with  the  Cavs  is  a  four-year,  $19  million  deal  (the  league 
maximum  for  a  rookie).  Due  to  restrictions  from  the  league's  collective  bargaining  agreement,  James'  next  contract 
should  start  at  around  $13  million  and  have  12%  annual  salary  increases. 

Small  change,  when  you  consider  the  Cavs  will  get  a  much  better  team  for  the  $60  million  they'll  pay  James  over  the 
next  seven  years.  Last  season  the  Cavs  tied  for  the  worst  record  in  the  league — only  17  wins  and  65  losses,  their  fifth 
straight  losing  season.  Attendance  was  last  in  the  league  at  1 1 ,500  per  game,  and  no-shows  often  topped  5,000.  In  a  big 
city  like  New  York,  the  Knicks  can  still  charge  big  bucks  for  corporate  sponsorships  when  the  team  can't  dribble  or 
shoot.  But  in  a  small  market  like  Cleveland,  winning  is  essential  to  maximizing  revenues.  No  surprise  that  last  year  the 
Cavaliers  had  total  revenue  of  just  $72  million,  fifth  lowest  in  the  league. 
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TEAM  VALUATIONS 


RANK    TEAM/Owner(s)  (YEAR  ACQUIRED) 

VALUE 

DEBT/ 
VALUE2 

REVENUES 
(SMIL) 

OPERATING 

INCOME3 

(SMIL) 

CURRENT1 

(SMIL) 

1-YEAR 
CHANGE 

LOS  ANGELES  LAKERS/Jerry  Buss  (79) 

$447 

5% 

30% 

$149 

$22.8 

NEW  YORK  KNICKS/Cablevision  Systems  ('97) 

401 

1 

62 

160 

13.5 

CHICAGO  BULLS/Jerry  Reinsdorf  ('85) 

356 

10 

7 

119 

49.0 

DALLAS  MAVERICKS/Mark Cuban  (00) 

338 

11 

44 

117 

-17.7 

PHILADELPHIA  76ERS/Comcast-Spectacor  ('96) 

328 

10 

20 

109 

2.0 

laft£^l 

BOSTON  CELTICS/Wycliffe  Grousbeck  ('02) 

290 

6 

62 

97 

25.6 

DETROIT  PISTONS/William  Davidson  (74) 

284 

10 

0 

102 

23.5 

^Ki^H 

SAN  ANTONIO  SPURS/Peter  Holt  (93) 

283 

24 

46 

105 

18.5 

lat^H 

PHOENIX  SUNS/Jerry  Colangelo  ('87) 

282 

4 

46 

109 

21.5 

INDIANA  PACERS/Herbert  Simon,  Melvin  Simon  ('83) 

280 

14 

18 

94 

10.1 

HOUSTON  ROCKETS/Leslie  Alexander  ('93) 

278 

9 

14 

82 

15.2 

SACRAMENTO  KINGS/Gavin  Maloof,  Joseph  Maloof  ('98) 

275 

6 

24 

102 

-16.8 

WASHINGTON  WIZARDS  Abe  Pollin  (64) 

274 

-2 

24 

98 

28.5 

PORTLAND  TRAIL  BLAZERS/Paul  Allen  ('88) 

272 

1 

50 

97 

-85.1 

CLEVELAND  CAVALIERS/George  Gund,  Gordon  Gund  ('83) 

258 

16 

12 

72 

3.8 

TORONTO  RAPTORS/Larry  Tanenbaum  ('98) 

249 

15 

25 

96 

10.6 

Ib^Pb 

NEW  JERSEY  NETSVRaymond  Chambers,  Lewis  Katz  ('98) 

244 

12 

41 

94 

-1.6 

UTAH  JAZZ/Larry  Miller  ('85) 

239 

6 

13 

85 

13.8 

MIAMI  HEAT/Micky  Arison  ('95) 

236 

-6 

78 

91 

7.9 

MINNESOTA  TIMBERWOLVES/Glen  Taylor  (95) 

230 

8 

22 

85 

6.9 

MEMPHIS  GRIZZLIES/Michael  Heisley  ('00) 

227 

14 

40 

63 

-19.7 

DENVER  NUGGETS/E  Stanley  Kroenke  ('00) 

218 

4 

26 

75 

7.9 

NEW  ORLEANS  HORNETS/George  Shinn  ('88) 

216 

25 

35 

80 

21.9 

LOS  ANGELES  CLIPPERS/Donald  Sterling  ('81) 

208 

1 

0 

72 

15.9 

flj&£l 

ATLANTA  HAWKSVTime  Warner  (01) 

202 

-2 

35 

78 

-8.4 

ORLANDO  MAGIC/Richard  DeVos  ('91) 

199 

1 

30 

80 

13.1 

SEATTLE  SUPERSONICS/Howard  Schultz  ('01) 

196 

-6 

46 

70 

2.4 

GOLDEN  STATE  WARRIORS/Christopher  Cohan  ('95) 

188 

6 

29 

70 

7.8 

BjJ^a 

j  MILWAUKEE  BUCKS/Herbert  Kohl  (85) 

174 

4 

17 

70 

-15.1 

LEAGUE  AVERAGE 


Revenues  and  opeiating  income  are  for  2002-03  season,  ^alue  of  team  based  on  current  arena  deal  (unless  new  arena  is  pending)  without  deduc- 
tion for  debt  (other  than  arena  debt),  includes  arena  debt.  3Earnings  before  interest,  taxes  and  depreciation.  "Sale  to  Bruce  Ratner  pending. 
5Sale  to  Atlanta  Spirit  pending. 
Statistics:  C  ley  Kuinp  and  Michael  K.  Ozanian  For  an  expanded  version  of  this  table,  go  to  www.forbes.com/basketball. 


Payment  figures  in  millions. 

Wealth  Transfer 

The  2002-03  season  was 
the  first  year  of  the  NBAs 
luxury  tax,  imposed  on 
teams  that  spent  more 
than  $53  million  on  play- 
ers. University  of  North 
Carolina  at  Greensboro 
economist  Dan  T.  Rosen- 
baum  says  that  16  teams 
exceeded  the  cap,  sending 
$173  million  to  their  more 
fiscally  responsible 
league-mates.  Above  we 
list  the  biggest  offenders. 
Operating  income  figures 
in  the  table  at  left  include 
those  payments. 


But  sine.  ;d,  the  team's 

attendance  ba  A  to    l-nost  18,000 

per  game,  the  big  NBA  fran- 

chise in  more  than  20  years  (ex  luding 
teams  moving  to  new  ,iten;r  vcrage 

price  of  $40  per  tickt         tm  *  extra 

$10  million  in  revenu      >r  the  \dd 

another  $2  million        m  luxiuy  suite 
rentals,  all  thanks  to  [am<  ■  who's  lived  up 
to  the  hype,  averaging  !0  points,  6 
and  6  rebounds  a  game.  Halfway  into 


season  the  Cavs  were  14-27. 

The  Cavs  renegotiated  their  local  and 
cable  television  deals  last  summer  and 
now  control  a  bigger  piece  of  the  adver- 
tising inventory  for  games.  Smart  move. 
Ratings  for  Cavs  games  are  up  300% 
from  last  year.  Factor  in  new  sponsors  like 
Alltel,  Continental  Airlines  and  Verizon 
ireless,  along  with  increased  concession 
and  merchandise  revenues,  and  the  Cavs 
.ire  looking  at  revenues  of  more  than 


$90  million  this  year,  helping  increase  the 
Cavs  value  by  16%  to  $258  million. 

It'll  no  doubt  take  the  Cavs  at  least  a 
couple  of  years  to  turn  into  a  serious  title 
contender.  But  even  with  only  mild  play- 
off success  in  future  seasons,  James  "will 
generate  at  least  $200  million  for  the  Cavs 
during  his  first  seven  years. 

The  brand  equity  that  James  is  creat- 
ing in  the  Cavs  is  just  beginning.  Taking 
advantage  of  the  James  hype,  the  NBA 
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scheduled  the  Cavs  for  14 
nationally  televised  games  this 
season,  their  first  appearances 
since  2000.  These  appearances 
are  more  than  the  Cavs  have 
totaled  the  past  ten  years. 

Other  NBA  teams  are  also 
capitalizing  on  the  James  phe- 
nomenon. The  Cavs  have  moved 
from  last  in  the  league  in  road  at- 
tendance to  first.  Over  100,000 
more  fans  at  NBA  arenas  outside 
of  Cleveland  will  see  the  Cavs 
play  this  year.  Some  teams  have 
bundled  the  Cavs  into  multi- 
game  ticket  packages,  encourag- 
ing fans  to  buy  tickets  to  other 
games  if  they  want  to  see  the 
Cavs  play  In  total,  by  the  time 
he's  25,  James  should  generate 
$100  million  in  revenue  for  other 
teams  from  gate  receipts,  park- 
ing, concessions  and  advertising. 

James  has  been  a  major  cat- 
alyst for  a  20%  jump  in  NBA- 
licensed  merchandise,  to  a  pro- 
jected $3  billion  this  season.  His 
jersey  (number  23)  is  the 
league's  top  seller  with  over 
700,000  sold  since  June.  Neil 
Schwartz,  who  tracks  jersey  and 
sneaker  sales  at  market  research 


B 


before  LeBron,  there  was  Yao.  One  year  before  LeBron  James  entered  the  NBA,  the  Houston 
.  Rockets  made  7-foot-5  Chinese  star  Yao  Ming  the  league's  first  draft  pick.  Like  James,  Yao 
'signed  for  the  league's  rookie  maximum  salary,  then  $18  million  over  four  years,  and  earns 
an  additional  $10  million  in  endorsements. 

While  Yao  won't  ever  sell  sneakers  in  the  U.S.  to  the  extent  that  James  will,  his  overseas  po- 
tential is  enormous,  particularly  in  China,  a  market  where  the  NBA  and  sneaker  companies  see  great 
growth  potential.  Consider  that  in  the  Sporting  News  annual  list  of  the  most  powerful  people  in 


firm  SportScanlNFO,  thinks       sports,  Yao  was  the  highest-ranked  athlete,  ahead  of  James  and  Tiger  Woods.  About  half  the  In- 


James'  jersey  sales  might  ap- 
proach 1.3  million  for  the  first 
12  months.  At  an  average  price 
of  $45,  that  totals  $60  million. 

In  a  ripple  effect  James  has 
made  all  Cavalier  merchandise 
much  more  popular.  Last  year 
the  Cavs  were  last  in  the  NBA  in 
licensed  merchandise  sold.  This 
year  the  team  is  third,  behind 
the  Los  Angeles  Lakers  and 
Philadelphia  76ers.  Total  merchandise 
sales  attributable  to  James  for  his  first 
seven  years  should  top  $500  million. 

The  company  that  has  bet  the  most 
chips  on  James  is  Nike.  The  athletic 
footwear  maker  is  paying  James  a  mini- 
mum of  $90  million  over  the  nexl  a 
years,  more  than  any  other  basketball 
player  in  history  except  Michael  Jordan. 
When  forced  to  make  his  case  to  the  Nike 
brass  about  signing  James,  Lynn  Merritt, 


ternet  traffic  to  NBA  Web  sites  comes  from  outside  the  U.S.,  with  China  leading  the  way.  Basket- 
ball is  so  popular  in  China  that  Yao  was  voted  to  start  last  year's  all-star  game  ahead  of  the  Lak- 
ers' Shaquille  O'Neal  because  of  Internet  votes  sent  by  fans  from  China. 

Sneakermaker  Reebok  is  banking  on  Yao's  popularity  to  help  it  close  the  gap  on  rival  Nike  in 
China.  This  fall  Reebok  signed  Yao  to  a  multiyear  deal  reportedly  worth  $70  million. 

Understandably,  the  NBA  as  well  is  charging  ahead  in  China.  The  league  signed  broadcast 
deals  this  season  in  China  that  gives  it  access  to  300  million  households.  Just  how  popular  is  Yao? 
When  the  Rockets  are  on  TV  in  China,  there  is  a  larger  audience  watching  Yao  play  than  the  com- 
bined audience  of  all  the  other  games  that  night  in  the  U.S.,  according  to  Rockets  President  George 
Postolos.  -K.B. 


the  Nike  marketing  executive  who  spent 
close  to  two  years  building  a  relationship 
vith  James  before  signing  him,  said,  "We 
'>ave  to  spend  the  money  or  we'll  regret  it 
the  rest  of  our  lives." 

James'  first  Nike  shoe,  Air  Zoom  Gen- 
eration, launched  in  December,  and  the 
total  rollout  is  for  about  300,000  pairs  with 
a  retail  price  of  $1 10  for  adults.  Sales  of 
Fames'  sneaker  during  the  first  month  were 
72,000.  In  contrast,  Reebok's  top  endorser, 


Philadelphia  76ers  guard  Allen  Iverson,  sold 
only  34,000  pairs  of  his  shoe  in  the  first 
month.  Nike's  Merritt  says:  "LeBron  could 
have  a  $1  billion-a-year  global  business." 

But  for  James  to  maximize  his  brand 
value,  he  must  make  the  Cavs  a  winner. 
Says  his  agent,  Aaron  Goodwin:  "LeBron 
won't  be  satisfied  until  his  team  is  con- 
tending for  the  championship." 

If  that  happens,  our  $2  billion  esti- 
mate might  just  be  a  lowball  figure.       F 
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Performing  on  the  highest  stage  takes  a  lifetime  of  commitment. 


standing  ovation 
on  broad  way 


land  lead  role 


move  to  new  york 
with  husband  and  kids 


part  in  musical 


meet  husband 


first  job:  small-town 
theater  director 


first  tv  part... 
in  used-car  commercial 


laryngitis 


role  as  pine  tree 
in  school  production 
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*      MARSICO 

FUNDS 

^    Helping  you  appreciate  life 


Overall  Morningstar  Ratings  .  based 

on  risk-adjusted  performance  as  of 
12/31/03:  Among  <W  U.S.-domialed 

Large  Growth  Funds  and  164  U.S. 
domiciled  Foreign  large  Growth  Funds 

(International  Opportunities  Fund).' 


i  Kaunas    based                            i  A        ■         c             r         i  i      <      . 

ifanna  as  of                     Marsico  Focus  Fund  •  •  •  • 

Is  and  lo4  U.S.                   Marsico  Growth  Fund  •  •  •  *  * 

rge  Growth  Funds    '      .  /  ----- ,..,.  — 

xtunitiesFund):          Marsico  2 1st  Century  Fund  •  *  *  it  • 

Marsico  International  Opportunities  Fund  *  *  *  *  * 


ft 

r 

4 

\ 


Reflecting  our  commitment  to  excellence,  all  Marsico  Funds  have  received  5-Star 
or  4-Star  Overall  Morningstar  Ratings'".  For  more  complete  information  about 
Marsico  Funds,  including  fees  and  expenses,  call  888-860-8686  or  visit 
marsicofunds.com  for  a  prospectus.  Please  read  it  carefully  before  investing. 
Mutual  fund  investing  involves  risks,  including  the  possible  loss  of  principal. 


^SsA^sss^^s^ ls  derived  from  a  wei9h,ed  avera9e  of  the  performance  f,gures  assoc,ated  w,fh  i,s  h^  ^ and  **» 

'Ratings  ore  historical  and  ore  not  indicative  of  future  results.  To  obtain  the  Funds'  current  performance,  call  888-8608686  or  visit  www.morsicofunds.com  For  each  fund  with 

oltTntV  U  7  T'mf°l  CatUlQteS  i  ^nin9jtar  ,Ra,in9™  rQSe,d  °,n  °  M°rnin95tar  ,Risk-Adiusted  ^turn  measure  that  accounts  for  variation  in  a  fund's  monthly 
performance  (including  he  effects  of  sales  charges,  bads,  and  redemption  fees),  placing  more  emphasis  on  downward  variations  and  rewording  consistent  performance  The 
top  O/o  of  unds  in  each  category  receive  5  stars,  the  next  22.5%  receive  4  stars,  the  next  35%  receive  3  stars,  the  next  22.5%  receive  2  stars,  and  the  bottom  1 0%  receive  1 
£,7  ST  <f* ,S  C0UU" ted  as0 °  fraJ?ion  °f  ^e jund  within  this  scale  and  rated  separately,  which  may  cause  slight  variations  in  the  distribution  percentages )  The  Marsico 
funds  (hocus  Fund  Growth  Fund  2 1  s  Century  Fund,  and  International  Opportunities  Fund)  each  received  5  stars  for  the  3-year  period  thai  ended  1 2/3 1/03  and  4  stars 
Focus  Fund  and  5  stars  (Growth  Fund)  respectively  for  the  5-year  period  that  ended  1 2/3 1  /03.  The  Marsico  Focus  and  Growth  Funds  were  rated  among  959  and  615 
95otT?  1  1  Tl  r  1 r-  A  71Za^5Ta'  Pr\t that  fded  l2/3Lf  /03,  and  the  2 1  st  Century  and  International  Opportunities  Funds  were  rated  among 
V59  U.S.xWiled  Large  Growth  Funds  and  1 64  U.S  -domiciled  Foreign  Large  Growth  Funds  for  the  3year  period  that  ended  1 2/3 1  /03,  respectively.  The  principal  value 
and  investment  return  of  an  investment  will  fluctuate,  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  original  cost  ©2004  Morninastar  Inc 
Aii  Kights  Reserved.  The  information  contained  herein:  (1)  is  proprietary  to  Morningstar  and/or  its  content  providers;  (21  may  not  be  copied  or  distributed'  and  (31  is  not 
warranted  to  be  accurate,  complete  or  timely.  Neither  Morningstar  nor  its  content  providers  are  responsible  for  any  damages  or  losses  arising  from  any  use  of  this  information. 
©2004  Marsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distributor. 
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Finnair  seGS  it.  Competition  in  the  airline  business  has  never  been  so  tough. 
That's  why  Finnair  is  taking  customer  service  to  new  heights.  Together  with  IBM, 
Finnair  is  developing  integrated  on  demand  solutions  that  offer  enhanced  services 
like  wireless  check-in,  e-ticketing  and  wireless  ticket  sales.  It  means  first  class  service 
for  passengers  and  reduced  costs  for  Finnair. 


"Bon  voyage" 


I 


2f 


s 


A  guide  to  the  on  demand  world:  Integration 


Integrationphobia. 

Sooner  or  later,  you  will  have  to  deal  with  it. 

Your  CEO  is  psyched.  He's  got  a  vision.  On  demand  business. 
He  wants  salespeople  to  have  the  same  customer  information  as 
support  people.  He  wants  manufacturing  to  know  what  R&D  is 
doing  -  before  products  get  to  the  factory  floor.  He  wants  everyone 
on  the  same  page.  And  he  wants  you  to  make  it  happen. 

Yes,  you.  Congratulations.  You're  now  in  charge  of  integrating  your  systems  - 
internally,  as  well  as  with  customers,  suppliers  and  partners.  Nobody  envies 
you.  It's  a  task  that  even  a  highly  trained  integration  specialist  would  feel 
nervous  about  tackling  alone. 

Luckily  you're  not  alone.  IBM  and  IBM's  Business  Partners  have  solutions  to 
help  you  cope  with  the  complexities  of  integration.  Like  IBM  middleware. 
Used  by  95%  of  Fortune  100  companies,  it  can  quickly  integrate  diverse 
systems.  Without  starting  from  scratch.  No  rip  and  replace.  No  delays. 

Then,  as  all  your  systems  begin  working  in  harmony,  isolated  data  silos  melt. 
Information  flows  freely.  Customer  trends  appear  and  are  capitalized  on, 
instantly  You've  become  a  flexible  business.  Responsive  to  change.  Resilient. 
And  ready  to  help  your  CEO  meet  all  the  demands  of  an  on  demand  world. 


Can  you  See  it?  It's  an  on  demand  world.  Where  companies  require 
end-to-end  integration  on  a  massive  scale.  IBM  WebSphere®  Business 
Integration  can  make  it  happen  -  integrating  and  running  e-business 
applications  across  diverse  platforms.  Integrationphobia?  What's  that? 
On  demand  business.  Get  there  with  (©  business  on  demand™ 
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MEDICARE  EXPANSION  HAS  MADE  A  HAPPY  MAN 
out  of  Barrett  Toan,  the  56-year-old  chief  execu- 
tive of  Express  Scripts.  Express  is  a  middleman 
between  drugmakers  and  pharmacies  and  the 
government  agencies  and  employers  paying  for 
prescriptions.  A  nice  chunk  of  the  $400  billion 
the  federal  government  plans  to  spend  over  ten  years  subsidizing 
drugs  for  old  people  should  flow  through  Express'  coffers. 

As  the  country's  third-largest  pharmacy  benefit  manager, 
Express  gets  paid  by  corporate  and  government  health  plans  to 
manage  drug  plans  and  to  wrangle  discounts  out  of  drugmakers. 
Its  clout  is  huge.  From  its  headquarters  in  Maryland  Heights,  Mo., 
Express  Scripts  oversees  a  consumer  network  of  50  million  people 
and  processes  450  million  prescriptions  a  year — 1  out  of  every  6. 
By  dint  of  acquisitions,  it's  growing  fast  to  keep  up  with  its  three 
rivals,  Medco  Health  Solutions,  AdvancePCS  and  Caremark.  Toan 
is  hoping  Express  gets  a  chunk  of  the  7  million  new  customers 
from  Medicare.  "It  will  certainly  increase  our  profitability.  By 
enshrining  [benefit  managers]  in  the  bill,  we  get  a  stronger,  bigger 
market  to  negotiate  competitive  prices  for  drugs  and  to  make  sure 
consumers  get  value  for  cost,"  he  says.  "Our  business  model  has 
always  been  to  make  drugs  more  affordable.  We  fight  to  save  con- 
sumers money  every  day." 

A  noble  cause.  But  middlemen  are  in  business  to  make  a  buck, 
and  the  way  Express  makes  it  has  Toan  on  the  defensive.  Express, 
along  with  its  competitors,  is  under  fire  for  overcharging  health 
plans  in  secret  pricing  deals.  Though  most  of  the  12  states  Express 
does  business  with  have  no  complaints,  it  has  a  problem  in  Ver- 
mont, where  Express  manages  up  to  $15  million  a  year  in  drug 
spending.  The  state  auditor  claims  the  company  may  be  taking 
out  $1.85  million  annually  that  it  shouldn't.  For  instance,  the  state 
says  that  on  a  prescription  for  Ranitidine,  used  to  treat  acid  reflux, 
Express  paid  a  pharmacy  $4.02,  then  billed  the  state  $8.49;  for 
metformin,  a  diabetes  drug,  it  paid  a  pharmacy  $25.95  but 
charged  $38.93. 

New  York  also  says  that  Express  has  overcharged  its  health 
plans.  While  the  overcharge  uncovered  in  an  earlier,  narrower 
audit  was  small,  $613,000,  state  comptroller  Alan  Hevesi  is  now 
auditing  the  contract.  For  its  part,  Express  says  a  renegotiated  con- 
tract with  Vermont  is  expected  to  save  the  state  $1.5  million  annu- 
ally and  that  it  has  since  fixed  and  repaid  the  New  York  over- 
charge, which  arose  from  "human  error." 

That  might  not  be  good  enough  for  Eliot  Spitzer,  the  New- 
York  State  attorney  general,  who  has  filed  a  subpoena  demand- 
ing information  about  its  pricing  deals  with  drugmakers.  The 
U.S.  Attorney's  Office  in  Boston  has  also  subpoenaed  Express 
documents.  (The  company  says  it  is  cooperating  and  has  not 
been  named  a  target  of  an  investigation.)  Maine  passed  a  law 
that  took  effect  in  September  forcing  pharmacy  benefit  man- 
agers to  crack  open  their  vault  of  secrecy;  the  industry  has  sued 
to  stop  the  law.  Already  nine  states  and  the  District  of  Columbia 
have  set  up  their  own  nonprofit  drug  manager  in  order  to  cut 
the  middlemen  out. 

Express  also  just  got  slapped  with  a  lawsuit  from  two  New 
York  State  labor  groups.  The  suit  alleges  Express  is  overcharging 
the  state's  health  plans  and  that  it  gets  kickbacks  from  drugmak- 


ers in  return  for  pushing  higher-price  drugs.  Numerous  other 
suits,  including  one  against  Express  and  its  peers  from  a  group  of 
92  consumer  organizations,  the  Prescription  Access  Litigation 
Project,  make  similar  allegations.  In  its  defense,  the  company  says 
the  suits  are  meritless,  that  it  discloses  its  rebate  deals  to  clients 
and  that  it  gets  savings  of  as  much  as  30%.  It  also  recently  stopped 
taking  money  from  drugmakers  to  promote  specific  drugs. 

The  problem  centers  on  the  elaborate  ritual  of  prescription 
drug  pricing.  The  manufacturers,  especially  manufacturers  of 
off-patent  ("generic")  drugs,  publish  inflated  wholesale  prices. 
Then  they  cut  secret  discount  deals  with  the  middlemen.  This 
enables  the  middlemen  to  claim  great  skill  in  negotiating  on  be- 
half of  the  consumer. 

Robert  Garis,  a  pharmacy  professor  at  Creighton  University  in 
Omaha  who  has  studied  300,000  generic  and  branded  drug  trans- 
actions, calculates  that  the  PBMs  average  a  $5-to-$10  markup;  Ex- 
press' average  spread  on  1,200  transactions  was  higher,  $1 1.50.  Is 
this  too  much?  Some  customers  are  quite  happy  with  the  arrange- 
ment. Express  just  won  two  contracts  to  handle  drug  benefits  for 
the  Defense  Department.  All  told,  it  should  gross  an  estimated 
$13  billion  in  revenue  in  2003,  on  which  it  would  net  2%  if  you  ex- 
clude nonrecurring  charges  (for  early  debt  retirement  and  a  recent 
acquisition).  More  than  half  of  its  profits  come  from  generics. 

Toan,  a  laconic  ex-bureaucrat  who  likes  to  project  a  proletar- 
ian image  by  working  in  the  same-size  100-square-foot  office  used 
by  his  workers,  first  learned  about  managing  drug  costs  in  the  early 
1 980s,  when  he  served  as  Arkansas'  Commissioner  of  Social  Ser- 
vices under  Governor  Bill  Clinton.  In  1986  he  helped  found  a  pre- 
scription-drug joint  venture  between  a  St.  Louis-based  health 
maintenance  organization  and  a  retail  drugstore  chain. 

But  the  venture  almost  fell  apart  as  staffers  labored  to  decode 
doctors'  scribbled  prescriptions,  and  paperwork  clogged  the  sys- 
tem. When  New  York  Life  bought  the  health  insurer  that  year,  the 
prescription  venture,  by  then  dubbed  Express  Scripts,  was  thrown 
in  for  a  perfunctory  $1  million.  Medicare  legislation  in  1988 
helped  resuscitate  Express.  When  the  government  demanded  that 
claims  from  pharmacists  be  submitted  electronically,  Express  was 
forced  to  build  a  computer  network  to  deal  with  the  claims,  which 
has  since  morphed  into  a  massive  network  involving  55,000  phar- 
macies and  links  to  millions  of  drug  purchase  histories. 

At  the  same  time  Toan  has  to  contend  with  lawyers  arguing 
that  Express  makes  too  much,  he  has  to  fight  off  questions  about 
how  much  it  is  really  making.  The  Center  for  Financial  Research 
&  Analysis,  an  accounting  watchdog  group  in  Rockville,  Md., 
doesn't  like  Express'  habit  of  booking  huge  goodwill  balances  for 
its  acquisitions.  Express  spent  $511  million  (including  assumed 
debt)  last  year  on  three  big  deals  and  booked  $476  million  in 
goodwill;  in  one  of  these  deals  it  recorded  goodwill  in  excess  of 
the  purchase  price.  The  move  raises  questions  as  to  whether 
Express  should  book  these  sums  as  a  slightly  different  sort  of 
intangible — namely,  customer  lists — and  amortize  that  asset  over 
20  years,  reducing  earnings.  After  all,  Express  is  already  deducting 
goodwill  as  a  depreciating  asset  on  its  tax  returns.  Express  says  its 
accounting  is  appropriate. 

Damned  if  you  do,  damned  if  you  don't.  It  seems  to  be  the 
fate  of  a  middleman  to  be  caught  in  the  middle.  F 
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Vive  lAmerique 

Patrick  Ricard  built  up  Europe's  largest  liquor  company. 
Now  he's  trying  to  conquer  the  States,  by  john  turrettini 


"We  were  sure 
of  our  ability 
to  succeed": 
Patrick  Ricard. 


THERE  WERE  DOUBTERS  WHEN 
Pernod  Ricard  S.A.  spent 
$3.2  billion  in  2001  to  split  the 
fusty  liquor  cabinet  of  Seagram 
Co.  with  archrival  Diagco  Pic. 
Yes,  the  deal  turned  the  Paris-based  com- 
pany into  the  world's  second  largest  alco- 


holic beverage  concern.  But  could  Pernod, 
which  had  but  a  teensy  presence  in  the 
U.S.,  exploit  tlu  brands  it  inherited?  "It 
was  not  a  big  deal  for  us,"  says  Chief  Exec- 
utive Patrick  Ri<  aid,  displaying  his  Gallic 
sty.  "We  were  sure  of  our  ability  to 
d,  and  that's  what  we've  done." 


He  speaks  the  truth.  In  the  two 
years  since  the  deal,  Pernod  Ricard 
has  paid  down  close  to  60%  of  the 
debt  it  incurred,  rung  in  record  prof- 
its and  quadrupled  its  share  of  the 
U.S.  market  to  5%  (still  dwarfed  by 
Diageo's  leading  21%  share).  It  has 
done  so  by  deftly  playing  the  arcane 
system  of  U.S.  distribution,  a  hang- 
over from  Prohibition  that  prevents 
distillers  from  direct  sales;  by  turn- 
ing out  new  products  with  celerity 
and  skill;  and  by  reviving  tattered 
labels  like  Martell  cognac  and  Chivas 
Regal.  Pernod  has  also  been  lucky: 
Hard-liquor  unit  sales  in  the  U.S. 
grew  2.7%  last  year  and  an  average 
2.4%  annually  since  1999,  compared 
with  just  0.8%  for 
beer,  says  Brian 
Sudano  at  Beverage 
Marketing  Corp., 
the  New  York- 
based  consultancy.  This  helped 
boost  U.S.  sales  for  Pernod  by  11% 
last  year  over  2002. 

Credit  Pernod  for  deftly 
stroking  U.S.  distributors,  who 
arrange  in-store  and  in-bar  market- 
ing, negotiate  prices  and  shelf  space 
and  decide  how  hard  to  push  one 
brand  over  another.  It  played  mon- 
sieur nice  guy  to  Diageo's  get-tough 
policy  in  2002  to  force  most  distrib- 
utors to  set  up  exclusive  sales  teams 
for  its  brands — or  lose  the  business. 
The  London-based  distiller  even 
required  distributors  to  employ  a 
brand  overseer  it  handpicked. 
Most  distributors  complained  but 
buckled.  Not  Orange,  Calif.-based  Young's 
Market,  Diageo's  largest  distributor. 
"What  they  were  asking  of  us  was  unfair  to 
our  other  suppliers,"  explains  Vernon 
Underwood,  Young's  chief  executive  and  a 
principal  stockholder.  "Frankly,  it  was  bul- 
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Sports  Authority  anef  Gart  Sports  had  a  game  plan-team  up  to  out-ntuscle 
the  competition.  Who  came  through  in  the  clutch  with  a  big  financial 
^  play?  CI T.  Learn  more  at  CIT.com.  We  see  what  you  see; 
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Pernod  Ricard 


lying,  and  we  weren't  comfortable  with  it." 
So  he  sent  Diageo  packing,  losing  one- 
third  of  his  $1.8  billion  in  annual  volume. 
Into  the  breach  stepped  Ricard.  He 
and  his  U.S.  managers  met  with  Under- 
wood in  April  2002  soon  after  the  Diageo 
split  and  asked  what  they  could  do  to  help. 
Underwood  told  them  he  needed  a  mid- 
line vodka  to  replace  Diageo's  Smirnoff. 
Within  six  months — the  fastest  rollout 
Underwood  had  ever  seen — the  distiller 
developed,  bottled  and  rushed  to  market 
Seagram's  Vodka,  made  from  Indiana 
corn  and  produced  in  the  same  Lawrence- 
burg,  Ind.  distillery  as  Seagram's  Gin. 
Young's  liked  the  fact  that  Pernod  was 
offering  a  gross  margin  that  was  better — 
12%  better — than  what  it  had  with 
Smirnoff,  and  pushed  the  brand  hard.  Last 
year  Pernod  Ricard  sold  500,000  cases  of 
the  new  vodka,  worth  an  estimated 


$22.5  million  in  revenues  to  the  distiller. 

Underwood  met  with  Ricard  again  last 
April  and  suggested  Pernod  leverage  its 
topflight  Irish  whiskey  brands  (Jameson, 
Bushmills,  Paddy)  to  create  a  rival  to  Bai- 
leys Irish  Cream,  another  Diageo  property. 
Bushmills  Irish  Cream  went  on  sale  last 
month.  Such  quick-trigger  development 
can  only  enlarge  Pernod  Ricard's  U.S. 
base,  now  19%  of  its  worldwide  sales,  up 
from  7%  in  2001  before  the  Seagram  deal. 

How  different  a  face  from  when 
Patrick  Ricard,  now  59,  took  over  in  1978. 
The  company  then  still  resembled  the 
smallish  seller  of  Provencal  aperitifs  his  fa- 


ther had  founded  in  1936.  With  90%  of 
sales  coming  domestically,  it  was  close  to  a 
pure  play  in  anise-flavored  liqueurs  like 
Pernod.  Patrick  had  more  cosmopolitan 
ambitions  and  over  the  next  two  decades 
bought  his  way  into  Irish  and  Scotch 
whiskeys,  Polish  wodkas,  Greek  ouzos  and 
Italian  bitters,  eventually  making  the  com- 
pany top  dog  in  Continental  Europe. 

If  the  U.S.  has  been  an  irresistible  draw, 
so,  too,  is  Asia.  In  China  Pernod  Ricard's 
scotches  now  enjoy  55%  of  the  super- 
premium  whiskey  sector;  sales  there  grew 
15%  last  year.  That's  attributable  in  part  to 
Pernod's  beefing  up  its  marketing  teams 


for  Chivas  and  Martell  by  20% 

Says  one  distributor:  and  making  a  wg  Piay  for 

karaoke  clubs,  where  one-third 

It  was  bullying,  and  we       of  the  uquor  is  soid  m  china 
weren't  comfortable." 


Their  Man  in  Havana 

The  not-so-secret  dirt  on  Pernod  Ricard  is  the 
$40  million  in  annual  profit  it  splits  with  Fidel 
Castro.  Not  bound  by  the  U.S.  embargo,  the 
French  distiller  can  play  both  sides  in  this  hemisphere's 
Cold  War.  Last  year  it  sold  nearly  2  million  cases  of  the 
fantastically  successful  Cuban  rum  Havana  Club, 
mainly  in  Europe,  pocketing  $170  million  in  sales. 

This  cozy  arrangement  dates  from  1993,  when  Cas- 
tro gave  Pernod  Ricard  a  monopoly  on  the  island's  rum. 
The  Cubans  supervise  the  distilling,  which  takes  place 
at  undisclosed  places  on  the  island,  and  the  French 
handle  the  marketing.  How  did  this  pact  come  to  pass? 
Patrick  Ricard's  man  in  Havana,  Alexandre  Sirech,  tells 
it  this  way:  In  1992  a  Spanish  bookkeeper  reached  out 
to  a  Pernod  salesman  in  Madrid  suggesting  a  partner- 
ship with  a  state-run  Cuban  company.  Weeks  later  the 
French  and  Cubans  hit  it  off;  Patrick  jetted  off  to 
Havana  in  S  393  to  meet  with  the  Maximo  Lider  himself. 

Havana  Club  had  done  some  business  with  Eastern  bloc  countries.  But  once 
the  French  stepped  in,  produevjn  ramped  up  considerably  and  sales  took  off 
faster  than  a  hijacked  boat:  today  they  are  still  climbing  at  a  9%  rate.  Pernod 
Ricard  goosed  <  rum  museum  in  Old  Havana  that  features 

Havana  Club-stock;  H  tasting  rooms.  More  than  5%  of  the  island's  2  million 
tourists  visited  the  museum 

Fidel  hasn't  in;        tul  •  drawing  an  estimated  $23  million  a  year  in 

hard  currency  from  inment  pays  no  taxes  and  so  can  pocket 

more  of  the  profits  tl  -:/  In  terms  of  exports,  Havana  Club  is  the  fourth- 

biggest  moneymaker  for  ,aft< ;  mining,  <obacco  and  fishing.  -J.T. 


He'll  drink  to  that:  Fidel 
savors  $23  million  a  year. 


Pernod  was  one  of  the  first 

Western  distillers  to  discover 

the  popularity  of  Australian 

wines;  the  Jacob's  Creek  label,  acquired  in 

1989,  is  a  big  hit  in  Europe  and  the  U.S., 

growing  at  21%  a  year  since  1998. 

Last  year  Pernod  Ricard  earned  an 
estimated  $530  million  on 
sales  of  $4.3  billion.  In  euros, 
the  results  were  close  to  flat 
with  2002  since  much  of  its 
business  was  conducted  in 
currencies — dollars  or  the 
rinminbi,  tied  to  the  dollar — 
that  weakened  against  the 
euro.  J.P  Morgan  liquor  ana- 
lyst Nigel  Davies  says  the 
company  has  averaged  6% 
internal  growth  since  1997, 
just  ahead  of  Diageo's  rate. 
Pernod  Ricard's  operating 
(that  is,  Ebit)  margin  of  22% 
still  lags  Diageo's  28%. 
Pernod's  shares,  which  trade  on  the  Paris 
bourse  and  as  ADRs  in  the  U.S.,  are  up 
26%  in  euros  since  the  Seagram  deal,  to 
the  equivalent  of  $1 10.  The  Ricard  family's 
12%  is  worth  $900  million. 

One  dark  spot  is  Pernod's  home  base, 
accounting  for  18%  of  sales.  The  French 
won't  touch  Australian  wines,  and  they 
seem  to  have  lost  their  appetite  for  whiskey 
and  liqueurs.  A  government  crackdown  on 
drunk  driving,  coupled  with  lowered 
speed  limits,  may  force  Patrick  Ricard  to 
push  even  harder  across  the  Adantic.       F 
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Heller  Ehrman  , ,  Conventional  Thinking 
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y. it  stand  ;up  and  be  known. 
At  Heller  Ehrman  you  won't  find  heavffy  starched  attorneys  thinking  equally  rigid 
thoughts.  Instead,  you'll  find  teams  of  spirited  individualists  Iqpking  beyond  the 
expected  to  the  exceptional,  where  the  extraordinary  solutions  are  found, 
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Challenging  the  laws  of  convention.' 


Jelerant 


CELERANT  CONSULTING  FACED  A 
challenge  when  it  set  out  to  win 
business  at  Texas  Petrochemicals 
in  2003:  The  Houston-based 
company  needed  help  but 
couldn't  afford  to  pay  for  it.  States,  includ- 
ing New  York  and  California,  were  banning 
use  of  a  gasoline  additive  that  accounted 
for  roughly  60%  of  Texas  Petrochemicals' 
$700  million  in  annual  revenue.  With  pos- 
sible bankruptcy  looming,  the  company 
needed  consultants  to  help  it  slash  costs  in 
a  hurry. 

So  Celerant  crafted  an  unorthodox 
offer:  We'll  get  to  work  jutting  your  costs, 


and  when  you  start  saving  money,  you  can 
pay  us  out  of  those  savings.  A  portion  of 
Celerant's  fees  would  be  guaranteed,  but 
the  rest  would  be  at  risk.  "If  we  didn't  see 
savings,  they  didn't  get  paid,"  says  Carl 
Stutts,  chief  executive  at  Texas  Petrochem- 
icals. "They  put  some  skin  in  the  game." 

For  Celerant,  such  risk-taking  is  a  given 
these  days.  About  75%  of  its  engagements 
involve  Celerant's  agreeing  to  forgo  part  of 
its  fees  if  its  consultants  fail  to  meet  expec- 
tations, up  from  50%  two  years  ago. 

Let's  make  a  deal:  Texas  Petrochemicals' 
Carl  Stutts  and  Celerant's  Gary  Traylor. 


"Clients  want  some  certainty.  When  they 
hire  a  consultant,  they're  taking  a  big  risk. 
This  shows  them  a  commitment  on  our 
part,"  says  Gary  Traylor,  a  Celerant  vice 
president. 

Some  big  corporate  clients — resentful, 
skeptical  and  embittered  by  expensive  proj- 
ects that  flopped — now  reject  slick-talking 
consultant-speak  and  put  it  this  bluntly:  If 
you're  so  good,  let's  tie  your  pay  to  how 
well  you  deliver  on  your  promises.  Con- 
sultants increasingly  are  willing  to  go  along. 
Smaller  players  have  offered  variations  of 
this — under  names  like  "contingency  pric- 
ing" or  "variable  fees" — in  recent  years, 
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Novartis  and  La  Donna  drove 
her  into  remission 

in  29  days. 


'One  day,  I  was  choosing  the  music  for  my 
own  funeral.  A  few  weeks  later,  I  got  out 
of  my  wheelchair  to  walk  on  my  own." 

—  LaDonna  Lopossa 


■MMM 


Not  long  ago,  LaDonna's  cancer  made  her  too  sick  to  walk.  The 
only  thing  left  for  her  to  do  was  plan  her  own  funeral.  She  bought 
a  burial  plot,  picked  out  a  casket  and  even  selected  her  own  funeral 
music.  But  those  plans  are  behind  her.  Today,  she's  out  of  her 
wheelchair  and  back  into  life  -  and  the  lives  of  her  family.  Novartis 
is  proud  to  be  the  innovative  force  that's  bringing  new  optimism  and 
hope  to  patients  and  their  families.  No  one  can  promise  what  the 
future  holds  for  cancer  patients,  but  today  LaDonna  is  winning  the 
fight  against  her  particular  form  of  cancer,  enjoying  a  good  quality 
of  life  and  realizing  her  dreams. 

Think  what's  possible. 


a 


NOVARTIS 


www.us.novartis.com 


Celerant 


usually  as  a  way  to  win  business  from  big- 
ger blue-chip  firms.  Now  even  titans  like 
Accenture  and  IBM  consent  to  tie  their  fees 
to  their  results. 

"Clients  are  requesting  it  more.  And 
consulting  firms  have  been  desperate  for 
work,  so  they're  willing  to  do  whatever  it 
takes,"  says  Jess  Scheer,  executive  editor  at 
Kennedy  Information,  a  Peterborough, 
N.H.  company  that  tracks  the  consulting 
profession.  Consultants  are  struggling  like 
never  before.  After  nearly  two  decades  of 
double-digit  growth,  worldwide  consult- 
ing revenues  dropped  6%  to  $121  billion 
in  2002  and  were  flat  last  year,  Scheer  says. 

One  way  consultants  put  skin  in  the 
game  is  to  tie  part  of  their  fees  to  such 
benchmarks  as  cost  savings  or  productivity 
increases.  Another  approach  involves 
slicing  part  of  the  bill  into  a  "success  fee" 
that  clients  can  choose  to  pay  (or  not)  if 
they  are  happy  with  the  work  when  it  is 
completed.  Instead  of  billing  $1  million, 
say,  the  consultant  will  bill  $900,000  and 

"Consulting  firms  have  been 
desperate,  so  they're  willing 
to  do  whatever  it  takes." 

let  the  client  decide  whether  to  pay  the  last 
$100,000. 

"Once  or  twice  we've  lost  money  on 
engagements,"  admits  Michael  Holly,  ex- 
ecutive vice  president  at  Celerant,  which  is 
80%-owned  by  software  maker  Novell.  But 
in  almost  all  cases  Celerant  earns  its  full 
fees,  he  says,  and  putting  skin  in  the  game 
helps  Celerant  win  deals.  "I've  had  clients 
tell  me  that  the  reason  we  were  chosen  out 
of  a  competitive  evaluation  is  that  we  have 
this  flexibility  about  putting  fees  at  risk." 

Though  Texas  Petrochemicals  sought 
Chapter  1 1  protection  in  July,  Celerant  by 
then  had  produced  enough  savings  to  cap- 
ture back  the  fees  it  had  deferred.  Celerant 
is  still  working  with  Texas  Petrochemicals 
and  is  still  deferring  payments. 

These  "self-funding"  deals  aren't  really 
free — the  savings  let  you  bring  in  the  con- 
sultants or  roll  out  new  projects  without 
expanding  your  budget.  You  save  money  in 
one  ;irea  and  use  it  to  pay  the  consultants. 
For  some  period  it  might  be  a  wash — 


you're  paying  the  savings  right  back  out  to 
the  guys  who  produced  them.  The  good 
news  is  that  when  the  consultants  leave,  the 
savings  continue.  Supposedly. 

Celerant  is  running  another  self-fund- 
ing engagement,  with  Shell  Exploration  & 
Production,  owned  by  Royal  Dutch/Shell 
Group.  The  project  aims  to  make  offshore 
oil  platforms  more  efficient.  "I  was  under 
spending  constraints.  I  could  not  exceed 
my  normal  operating  budget.  So  the  ap- 
proach I  took  was  that  the  project  would 
have  to  be  self-funding,"  says  W.  David 
Purvis,  business  planning  manager  at  Shell. 
Shell  did  put  up  about  35%  of  Celer- 
ant's  fees.  Another  40%  would  come  from 
cost  savings  and  production  improve- 
ments. The  final  25%  was  completely  at 
risk — Shell  wouldn't  pay  it  unless  execu- 
tives felt  certain  the  efficiency  gains  could 
be  documented  and  sustained.  "This  was  a 
fairly  big  risk  for  them,"  Purvis  says.  In  the 
end  Celerant  got  its  full  fee,  and  it  has  since 
undertaken  other  projects  at  Shell. 

Even  giants  like  Ac- 
centure, the  $11.8  billion 
(fiscal  year  2003  revenues) 
consulting  firm,  can  be 
pushed  into  such  deals.  To 
win  a  five-year,  $240  mil- 
lion (Canadian  dollars) 
reengineering  project  with  the  Ontario 
Ministry  of  Community  &  Social  Services, 
Accenture  promised  to  forgo  most  of  its 
fees  until  the  project  started  to  deliver  cost 
savings.  "They  operated  for  almost  a  year 
with  only  minor  payback.  And  it  was  four 
years  before  they  got  full  payment,"  says 
Bonnie  Ewart,  the  assistant  deputy  minis- 
ter who  managed  the  project,  which  ended 
in  2002. 

Consultants  at  IBM  Global  Services  are 
using  cost  savings  as  a  way  to  win  business 
from  customers  who  can't  afford  to  begin 
projects.  IBM  will  lend  the  startup  money 
from  its  finance  arm,  achieve  cost  savings  in 
a  first  phase,  then  use  those  savings  to  fund 
a  second  phase,  then  use  those  savings  to 
fund  phase  three,  and  so  on.  The  result: 
Some  customers  can  launch  projects  with- 
out shelling  out  a  dime  up  front. 

Xcel  Energy,  a  $7.8  billion  (2003  sales) 
energy  provider  based  in  Minneapolis,  has 
used  IBM  since  L995  to  run  its  computer 
systems.  To  generate  new  projects,  IBM's 


consultants  find  ways  to  save  money  on 
their  core  mainframe  outsourcing  busi- 
ness^-then  plow  part  of  that  savings  into 
new  work.  "We  told  them,  'If  you  can  save 
.us  money,  here  is  the  other  work  we'll  give 
you  so  that  we  can  reinvest  into  more 
strategic  initiatives  instead  of  just  running 
mainframe  applications,' "  says  Raymond 
E.  Gogel,  chief  information  officer  at  Xcel. 

So  why  doesn't  everybody  do  this? 
Scheer  at  Kennedy  Information  reckons 
only  5%  of  consulting  engagements  involve 
contingency  pricing,  though  he  expects  that 
figure  to  increase  in  the  next  few  years. 
Many  consultants  are  reluctant  to  put  skin 
in  the  game,  and  some  refuse  outright. 
Sometimes  it's  the  customer  who  balks, 
after  learning  that  consultants  usually  de- 
mand a  "sweetener"  clause  that  says,  in  ef- 
fect: Sure,  if  we  fall  short,  you  can  withhold 
some  of  our  pay,  but  if  we  exceed  expecta- 
tions, we  get  a  bonus.  This  can  be  tricky 
business.  Set  the  bar  too  low  and  the  con- 
sultant collects  a  windfall. 

Diebold,  the  $1.9  billion  maker  of  ATM 
machines  and  electronic  voting  machines, 
hired  IBM  in  2003  to  help  it  cut  procure- 
ment costs  and  considered  an  arrangement 
that  would  have  tied  IBM's  fees  to  the 
amounts  IBM  saved  in  different  areas.  But  a 
close  look  at  the  numbers  showed  that  IBM 
stood  to  rake  in  a  fortune  if  the  project 
went  well.  Diebold  instead  chose  a  tradi- 
tional flat-pricing  scheme  and  spent 
$600,000  for  a  seven-month  engagement. 

Bain  &  Co.  sometimes  gets  paid  part  of 
its  fees  in  equity.  The  move  ensures  that 
Bain's  consultants  have  the  client's  best  in- 
terests at  heart,  but  it  also  has  allowed  Bain 
to  earn  up  to  nine  times  what  it  would  have 
earned  in  traditional  fees,  says  William 
Price,  a  founding  partner  at  Texas  Pacific 
Group.  The  Fort  Worth,  Tex.  investment 
company  buys  or  invests  in  ailing  compa- 
nies and  hires  Bain  to  help  fix  them. 

Bain  also  sometimes  will  slice  some  of 
its  payment  into  "success  fees"  that  are  paid 
out  only  if  Bain  meets  expectations,  says 
John  J.  Donahoe,  Bain's  worldwide  man- 
aging director.  But  Bain  expects  a  sweet- 
ener. "We  try  to  have  the  upside  and  the 
downside,"  Donahoe  says.  "  It's  about 
aligning  our  interests.  We  bring  this  up  in 
almost  every  situation.  We  offer  it  in  every 
engagement."  F 
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We're  the  #1  international  air  express  and 
logistics  company  on  the  planet 
Even  to  the  parts  that  look  like  Mars. 


WE  MOVE  THE  WORLD 


!ELVYN  WEISS,  68, 
is  grizzled  and  intimidating.  William  Lerach,  57, 
is  a  flamboyant,  sharp-elbowed  showman.  To- 
gether, as  cochairmen  of  one  of  the  most  feared 
law  firms  in  the  nation,  Milberg  Weiss  Bershad 
Hynes  &  Lerach,  they  have  bullied  corporate 
America  out  of  $30  billion  in  damages  and  count- 
ing. In  building  the  modern-day  model  for  the 
shareholder  class  action,  their  mission  has  been 
unbelievably  profitable — especially  for  themselves. 
In  1990  they  helped  land  $1.2  billion  in  dam- 
ages in  the  Drexel  Burnham  junk  bond  scandal.  In 
the  late  1990s  they  went  after  misleading  sales  tactics 
at  the  25  largest  life  insurance  companies,  exacting 
$10  billion  in  damages.  Since  1995  Weiss  and  Lerach 
have  handled  half  of  all  class  actions  alleging  secu- 
rities fraud.  Some  80%  of  the  time  they  land  cash 
settlements,  often  pocketing  half  of  total  legal  fees. 
The  firm's  profits  hit  $1 12  million  in  1995,  up  more 
than  fivefold  from  1990;  in  the  same  period  Weiss' 
and  Lerach's  annual  pay  more  than  quadrupled  to 
$  1 6  million  apiece.  Weiss  flies  around  in  a  chartered 


Mel  Weiss  and  Bill  Lerach 

Corporate  America  for 

illegal  or  just  plain  greedy. 

are  under 


won  $30  billion  suing 
.tactics  they  alleged  to  be  venal, 
Now  their  own  methods 
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Mi  I  berg  Wei 


The  firm  has  filed  46  lawsuits  so  far. 

But  a  significant  obstacle  stands  in  his  way.  Federal 
prosecutors  are  investigating  whether  Milberg  Weiss  violated 
criminal  laws  in  its  hell-bent  pursuit  of  securities  fraud  cases 
in  the  1990s.  A  federal  grand  jury  in  Los  Angeles  is  probing,  in 
particular,  the  relationship  between  Milberg  Weiss  and  a  con- 
victed felon  named  Steven  Cooperman.  Cooperman,  an  eye 
surgeon  who  went  to  jail  in  2001  for  an  art  insurance  fraud, 
was  Milberg  Weiss'  plaintiff  in  some  55  class  actions  from  1988 
to  the  late  1990s.  In  many  of  these  cases  Cooperman's  lawyer, 
James  Tierney,  was  paid  10%  of  Milberg's  legal  fees  for  having 
referred  the  cases  to  Milberg.  Investigators  are  looking  at 
whether  Tierney  then  kicked  back  some  money  to  Cooper- 
man, which  would  be  illegal  under  state  law.  Milberg's  Lerach 
insists  the  firm  made  no  improper  payments:  "I  never  paid  a 
plaintiff,"  he  told  FORBES. 


B 


William  Lerach 


"Please  don't  call,  write 

or  stop  by  ever  again. 


55 


jet  and  owns  a  widely  admired  collection  of  Picassos. 

Now  Weiss  and  Lerach  are  eyeing  their  biggest  payday  ever, 
thanks  to  the  corporate  scandals  still  reverberating  on  Wall 
Street.  In  a  giant  suit  in  federal  court  in  New  York,  they  are  going 
after  55  investment  banks,  alleging  fraud  in  310  initial  public 
offerings  of  stock.  Ten  of  the  firm's  212  lawyers  (including  5  of 
its  93  partners)  are  on  the  case.  Milberg  and  other  plaintiff  firms 
have  rented  15,000  square  feet  of  space  to  house  1 5  million  doc- 
uments in  the  fight.  The  goal:  several  billion  dollars  in  damages. 
They  hope  to  win  that  much  or  more  from  Citigroup  and  J.P. 
Morgan  Chase  for  their  role  in  the  Enron  collapse.  The  next 
honeypot  will  be  the  fund  mischief  u  1  by  New  York 

Attorney  General  Eliot  Spitzer.  Says  \\  i  grin:  "The 

mutual  fund  scandal  will  be  the  greatest  in  et  history." 


OTH  COOPERMAN  AND  TIERNEY  ARE  COOPERATING  WITH 
the  grand  jury  investigation.  A  former  Milberg  partner  has  been 
granted  immunity  and  is  aiding  investigators.  Federal  agents  re- 
cently visited  the  offices  of  Buchbinder  Tunick,  a  small  account- 
ing firm  that  audits  Milberg's  books.  The  U.S.  Attorney  in  Los 
Angeles  continues  subpoenaing  Milberg  documents  about  past 
class  actions.  In  Philadelphia,  meanwhile,  another  federal  grand 
jury  is  studying  whether  the  firm,  among  others,  wielded  undue 
influence  over  the  city  controller's  office  in  trying  to  win  business. 
The  long-simmering  investigations  may  never  lead  to  any 
charges  being  filed;  both  investigations  began  about  two  years 
ago.  Mel  Weiss  is  infuriated  by  the  long  wait  in  limbo.  "The  grand 
jury  [in  Los  Angeles]  is  costing  us  a  fortune  in  reputation  as  other 
law  firms  tell  institutional  investors  not  to 
hire  us,"  he  says.  One  lawyer  in  that  case  sees 
a  50-50  chance  of  charges  getting  filed. 

But  the  investigations,  even  if  inconclu- 
sive, cast  a  harsh  light  on  a  firm  infamous  for 
aggressive  tactics  and  an  intimidating,  take- 
no-prisoners  style.  Weiss  and  Lerach  fancy 
themselves  as  the  number  one  enemy  of  cor- 
porate crooks,  the  champion  of  the  small  in- 
vestor. But  some  Milberg  Weiss  cases  paint  a  picture  of  a  firm 
that  abuses  its  power,  pursues  vendettas,  conspires  with  short- 
sellers  and  buys  influence  among  Democratic  politicians.  The 
firm  is  so  pugnacious  that  even  the  most  powerful  chief  execu- 
tives are  loath  to  criticize  Milberg  publicly. 

Milberg's  ability  to  intimidate  companies  often  scares  them 
into  cash  settlements.  It  filed  suits  against  two  companies — Guess 
and  Titan  International — that  were  in  disputes  with  unions  that 
were  potential  Milberg  clients  in  unrelated  securities  cases.  Back- 
scratching?  Milberg  Weiss  won't  comment.  Judges  in  several  re- 
cent cases  have  criticized  Milberg  lawyers  for  tactics  the  judges 
deemed  to  be  misleading  or  intimidating.  Milberg  itself  has  been 
sued  for  its  brass-knuckle  ways.  In  1999  a  jury  found  that  Milberg 
had  mounted  a  malicious  decade-long  campaign  to  destroy  a 
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Fujitsu  recommends  Microsoft* 

Windows'  XP Tablet  PC  Edition  for  Mobile  Computing. 


* 


Now  get  Tablet  PC  and  notebook  functionality  in  one  system -for  one  low  price. 

Presenting  the   Fujitsu   LifeBook*'  T3000  Tablet   PC.  A   unique   combination   tablet   and   notebook  that  gives   you   the 

best  of  both  worlds,  all  for  the  same  price  as  a  standard  notebook  The  LifeBook  T3000  Tablet  PC  sets  a  new  standard  for  mobile 

^^g^^  versatility  and  convenience.  When  you  need  a  sleek,  high-powered  notebook,  simply  open  it  up  and 

fiwjj^i^^  use  its  full-size  keyboard.  Or;  when  you  want  to  sketch,  write,  or  take  notes,  pivot  and  secure  the  screen 

fek  and   rt  instantly  turns  into  a  Tablet  PC.  Either  way,  it  offers  you  built-in  wireless  access  to 

information  anywhere  with  the  latest  Intel'"'  Centrino"  mobile  technology  So  stop  trying  to  decide  on 

whether  to  get  a  new  notebook  or  Tablet  PC.  Instead,  get  the  functionality  of  both,  for  the  price  of 

only  one.  Go  to  www.computers.us.fujitsu.com/2inl  or  call  1 .877.372.3473  today  for  details. 
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Milberg  Weiss 

Ka-Ching! 

The  largest  securities  class  actions  in  which  Milberg  Weiss  was  co-counsel 

already  have  begun  jousting  for  clients.' 
The  consensus  is  that  both  men  have 
enormous  egos  in  a  firm  with  room  for 
just  one. 

CASE  NAME  (settlement  date) 

SETTLEMENT 
AMOUNT  TOTAL 

LEGAL  FEES 
MILBERG  SHARES2 

Morale  at  the  firm  has  deteriorated 
*  •  in  the  past  two  years  as  almost  a  dozen 
partners  and  associates  have  bolted,  in- 
cluding several  former  prosecutors. 
More  departures  could  result  once  the 
full  split  is  completed  in  the  spring.  "It's 
Armageddon,  but  Mel  faces  death  every 
day,"  says  Arthur  R.  Miller,  a  renowned 
Harvard  law  professor  who  advises  the 
firm. 

The  firm's  origins  were  particularly 
modest.  Weiss,  reared  in  New  York  and 
the  son  of  an  accountant,  earned  a  law 
degree  from  New  York  University  and 
joined  Lawrence  Milberg  in  1965  to 
form  a  small  firm  that  scraped  together 
any  cases  it  could  find,  including  crim- 
inal defense.  (Milberg  died  of  a  heart  at- 
tack in  1989.) 

In  1966  Weiss'  career  took  a  sudden 
turn  for  the  better.  A  change  in  judicial 
rules  made  class  actions  much  easier  to 
pursue  in  federal  court;  one  plaintiff 
could  act  on  behalf  of  many.  This  origi- 
nally was  aimed  at  buttressing  civil  rights 
laws  and  strengthening  consumer- fraud 
regulation.  The  idea  was  to  create  an 
army  of  private  attorneys  general  who 

Nasdaq  Market-Makers  (Sept.  '98) 

$1,000  million 

$180  million 

IPO  Securities  Litigation  (June  03) 

$1,000  million 
$517  million 
$300  million 

pending 

Lucent  Technologies  (Dec.  03) 

$98  million 

Oxford  Health  Plans  (June  03) 

$99  million 

3Com  (Feb.  '01) 

$259  million 

$65  million 

Rite  Aid  (part  one)  (Apr.  01) 

$193  million 

$64  million 

Dole  Food  (Mar.  '03) 

$172  million 

$8  million 

Dollar  General  (May  02) 

$162  million 
$155  million 

$33  million 

MicroStrategy  (Apr.  '01) 

$51  million 

Informix  (Oct.  '99) 

$137  million 

$44  million 

Computer  Associates  Intl1  (Dec.  03) 

$134  million 

$40  million 

Rite  Aid  (part  two)  (May  03) 

$127  million 

$32  million 

Mattel  (Sept.  '03) 

$122  million 

$37  million 

Ikon  Office  Solutions  (Apr.  00) 

$111  million 

$33  million 

Sunbeam  (Nov.  '01) 

$110  million 

$33  million 

Prison  Realty  Trust  (Mar.  01) 

$104  million 

$31  million 

'The  settlement  fee  was  paid  in  shares  (5.7  million)  with  an  average  price  of  $23.43. 2Per  settlement  notices. 
Source:  Institutional  Shareholder  Services'  Securities  Class  Action  Services. 

small  consulting  outfit  that  had  opposed  it  in  various  trials.  Be- 
fore the  jury  could  set  punitive  damages,  Milberg  paid  the  firm, 
Lexecon,  $50  million  to  settle  the  case. 

■HUS  MEL  WEISS  HAS  AN  ABUNDANCE  OF  ENEMIES.  HE  IS 
"manipulative,  deceptive,  ruthless,"  says  rival  lawyer  Howard 
Sirota.  "He  works  25  hours  a  day  at  getting  more— more  money, 
more  power.  That's  who  he  is."  And  even  a  fan,  David  Boies,  a 
formidable  corporate  lawyer  who  has  fought  with  and  against 
Milberg  Weiss,  says  watching  Weiss  in  court  "is  like  watching  a 
scene  from  The  Godfather"  because  the  man  speaks  so  softly  that 
it  can  be  menacing.  In  one  lawsuit  against  Martha  Stewart,  fed- 
eral Judge  John  Sprizzo  recently  warned  Weiss  to  avoid  intimi- 
dating his  rival  lawyers. 

The  unwanted  scrutiny  comes  at  a  difficult  time,  for  Milberg 
Weiss  is  in  the  throes  ol  a  bitter  breakup,  after  which  the  two  lead 
partners  will  run  separate  rival  firms.  Mel  Weiss,  in  New  York,  and 
Bill  Lerach,  in  San  Diego,  profess  to  be  friends;  their  split  is  "ami- 
cable," Weiss  insists.  But  they  ar   List  becoming  fierce  Iocs,  and  the 
tensions  between  them  are  pal]  able:  Weiss  East  and  Lerach  \     1 

would  supplement  the  activities  of  the 
Justice  Department,  state  attorneys  general  and  others. 

Weiss  recognized  a  phenomenal — if  risky — business  oppor- 
tunity. He  scraped  together  bank  loans  to  keep  the  firm  solvent 
until  he  could  win  a  contingency  fee  or  two.  After  struggling  in 
debt  for  13  years,  Weiss  struck  gold  in  1978  when  he  settled  a 
fraud  case  against  U.S.  Financial  (which  had  gone  bankrupt  in 
1973)  for  $50  million.  Milberg  got  $4.5  million  in  fees  and  a  new 
star:  a  young  Pittsburgh  lawyer  named  Bill  Lerach,  who  had  im- 
pressed Weiss  with  his  work  on  the  settlement.  Weiss  persuaded 
Lerach  to  open  Milberg's  first  West  Coast  office,  and  their  part- 
nership marked  the  start  of  an  extraordinary  expansion. 

Many  spectacular  victories  followed.  In  1980  Milberg  ob- 
tained a  $40  million  settlement  from  the  United  Methodist 
Church,  for  elderly  people  who  lost  their  life  savings  in  a  pre- 
paid life-care  contracts  fiasco.  Jn  1990  it  won  $757  million  from 
utilities,  brokerage  firms  and  underwriters  in  the  collapse  of  the 
Washington  Public  Power  Supply  System,  whose  bonds  lost  $2.3  i 
billion  in  value  when  the  utility  defaulted.  In  1990  Milberg  Weiss 
helped  secure  $1.2  billion  for  shareholders  of  Columbia  Savings 
8c  1  oan  and  several  other  S&Ls  affected  by  the  junk  bond  machi- 
nations of  Drexel's  Michael  Milken.  Weiss  credits  plaintiff  lawyers 
v\  ith  reforming  the  accounting  profession,  forcing  writeoffs  of 

86     P   o   r   I!   B  s  •  Februar)  16,  2004 

30°  flat  beds  I  gracious  service  j  privacy  I  a  better  sleep  in  business  class     BRITISH  AIRWAYS 


Wake  up  calls  gladly 
provided  upon  request 


Milberg  Weiss 


goodwill  and  mandating  independent  board  members. 

In  the  1990s  the  firm  hit  full  stride,  scoring  impressive  victo- 
ries against  companies  guilty  of  outrageous  behavior.  Last  year  a 
federal  judge  commended  the  firm  for  being  "extraordinarily 
deft"  in  "ferreting  out,"  even  before  regulators  did,  the  actions 
that  led  to  a  $1.6  billion  charge  at  Rite  Aid. 

From  1996  to  2000  Milberg  Weiss  sued  MetLife,  Prudential 
and  two  dozen  other  big  insurers  and  won  on  behalf  of  millions 
of  policyholders.  Weiss  successfully  extended  the  concept  of  class- 
action  litigation  to  life  insurance  companies,  a  feat  that  amazed 
securities  lawyers.  In  addition  to  paying  $10  billion  in  damages, 
the  insurers  were  forced  to  stop  making  false  promises  that  pre- 
mium payments  would  end  after  seven  years,  to  cease  charging 
higher  prices  to  minorities  and  to  stop  churning  policies  to  ring 
up  additional  sales.  Later  the  firm  attacked  HMOs  for,  among 
other  things,  illegally  withholding  payments  to  thousands  of  doc- 


,  I  Up  Next 


more  control  over  the  case,  laying  claim  to  the  biggest  piece  of  the 
fees.  (Congress  voted  to  end  this  unseemly  race  in  1995;  now  the 
lead  goes  to  whoever  represents  the  investor  group  that  suffered 
the  greatest  loss.  Weiss  blames  this  reform  for  "the  unprecedented 
period  of  greed  and  corruption"  that  ensued.) 


M 


Milberg  Weiss  is  hunting  for  still  more  riches  in  a  hit  list 
off  a  thousand  current  cases.  A  sample: 

IPOs— Suing  55  investment  banks  for  arranging  310 
allegedly  fraudulent  IPOs. 


Mutual  funds— Has  filed  46  lawsuits  so  far 
in  the  emerging  scandal.  Weiss  promises 
more  lawsuits  are  coming. 


WorldCom— Milberg  partner  Bill  Lerach  has 
angered  competitors  and  a  judge  in  his  aggressive 
bid  to  be  named  lead  counsel. 

Parmalat— Hit  Italian  dairy  company  with  a  suit  on 
Jan.  5.  Now  it's  searching  for  the  hardest-hit  lead 
plaintiff. 


WORLDCOM 


Martha  Stewart— Suing  the  kitchen  queen  and 
seven  of  her  executives  for  allegedly  hiding  news 
of  a  federal  investigation. 


tors  in  19  states.  (When  Aetna  settled,  the  docs  each  got  an  av- 
erage of  $250  plus  a  promise  to  reform  the  system;  Milberg 
shared  legal  fees  of  $50  million.)  Along  the  way  Weiss  did  pro 
bono  work,  negotiating  on  behalf  of  World  War  II  slave  laborers, 
victims  of  the  Sept.  1 1  attacks  and  handgun  casualties. 

Weiss  promoted  the  legal  doctrine  of  "fra  id  on  the  market," 
which  argues  that  investors  are  defrauded  b  Ise  or  overly 

optimistic  forecast  by  a  company,  i         na<  mentmis- 

cues  fair  game  for  suits  alleging  chicani  .  i  ..  stock  price 

plunged  or  an  accounting  charge  OCCUI  filed,  usu- 

ally by  Milberg  first.  Filing  first  in  the  ea  --as  critical, 

for  under  court  rules  the  first  filer  became  lea.  •  el  A\\d  hold 
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I ILBERG  WEISS  WAS  PARTICULARLY  ADEPT  AT  FINDING 
plaintiffs  and  filing  first,  and  its  methods  are  the  focus  of  the  grand 
jury  in  California.  "In  the  vast  run  of  cases,  it  was  the  lawyers  who 
initiated  them,  selected  the  plaintiffs,  controlled  the  strategy,  con- 
trolled the  settlement,  and  collected  fees  from  the  settlement,"  a 
federal  judge  in  northern  California  noted  in  1999.  The  lead  plain- 
tiffs anchoring  the  cases  were  "in  reality,  token  figureheads,"  the 
judge  ruled,  in  refusing  Milberg's  request  to  lead  a  class  action 
against  Network  Associates. 

Milberg  had  a  team  of  "figureheads,"  chief  among 
them  Dr.  Steven  Cooperman.  Working  mostiy  with  Bill 
Lerach's  team  in  the  West  Coast  office,  Cooperman  be- 
came a  star  "victim"  in  myriad  suits,  some  of  which 
targeted  high-flying  tech  companies.  He  was  a  plaintiff 
in  11  Milberg  cases  in  1990  alone.  In  1993,  when  he 
was  party  to  a  lawsuit  against  a  Texas-based  chain  of 
used-car  dealerships,  a  federal  judge  dismissed  the  case 
and  acerbically  noted  that  Cooperman  must  be  "one  of 
the  unluckiest  and  most  victimized  investors  in  the  his- 
tory of  the  securities  business." 

Investigators  are  probing  whether  Milberg  Weiss 
made  illegal  payments  to  Cooperman,  who 
didn't  respond  to  requests  for  comment.  The 
firm  denies  doing  so  but  confirms  that  it  rou- 
tinely paid,  to  Cooperman  attorney  Tierney,  a 
10%  cut  of  its  legal  fees  for  referring  Cooperman 
to  Milberg.  Paying  a  cut  to  Tierney  is  legal — un- 
less it  was  a  way  of  masking  illegal  payments  to 
Cooperman  himself.  Some  state  laws  bar  a  lawyer 
from  paying  a  cut  of  his  legal  fees  to  a  lead  plain- 
tiff (though  he  can  cover  moderate  expenses). 

Justice  Department  officials  have  informed 
Milberg  they  believe  Cooperman  got  kickbacks 
via  Tierney  (who  won't  comment).  They  hope 
to  prove  that  the  firm  was  privy  to  the  alleged 
arrangement.  One  person  familiar  with  the  case 
says  he  saw  a  worksheet  that  Cooperman  had 
compiled,  entrded  "My  take,"  listing  the  fees  he  claimed  to  be 
due  for  his  role  in  various  lawsuits.  The  amounts  ranged  from 
$10,000  to  $75,000. 

Cooperman  also  served  as  a  scout  for  new  plaintiffs  for  the 
firm.  He  is  said  to  have  tipped  off  Lerach  to  a  case  against  AHI 
Healthcare  Systems,  a  doctor  network  that  went  public  in  Sep- 
tem  ier  1995.  AHl's  prospectus  referred  to  an  imminent  deal  with 
Lakewood  Health  Plan,  which  was  owned  by  Dr.  Ronald 
Fischman,  a  Cooperman  pal  and  himself  a  plaintiff  for  Milberg 
ii  vases.  Fischman  called  off  the  deal  on  Sept.  27, 1995,  but 
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WANTS  TO  SEE  HIS  COMPANY  IN  THE  S&P  500 


WANTS  TO  SWIM  THE  ENGLISH  CHANNEL. 
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We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a  proven 
record  of  success.  Friedman  Billings  Ramsey  ranks  #1  among  all  major  investment  banks  for  the  1,3  and 
5year  periods  ending  12/31/03  for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings.* 
There's  only  one  thing  that  should  come  between  you  and  your  goals -us.  For  more  information,  visitfbr.com. 


IFBR 

Friedman  Billings  Ramsey 

CAPITAL  FOR 
YOUR  CONQUEST 


'Source  is  CommScan  LLC,  Relates  to  all  public  U.S.  equity  transactions  (IPOs  and  secondaries/follow-ons,  excluding  closed-end  funds)  and  ali  industnes.  Transactions  and  performance  priced  thru  12*31/03.  Non-weighted  average 
A  performance.  Ranked  among  lead  managing  underwriters  of  more  than  10  transactions  for  the  1  year  penod,  and  more  than  30  transactions  for  the  3  and  5  year  periods.  S&P  500  is  the  trademark  or  registered  trademark  of 
Standard  &  Poors,  a  division  of  The  McGraw-Hill  Companies,  Inc.,  in  the  United  States  and  other  countries.  Friedman  Billings  Ramsey  is  independent  of  The  McGraw-Hill  Companies  and  has  no  relationship,  formal  or  informal,  with  it. 
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AHI  staged  its  public  offering  of  stock  a  day  later — without  dis- 
closing the  Lakewood  deal's  collapse. 

Cooperman  even  served  up  the  lead  plaintiff,  one  lawyer  says: 
psychologist  Mel  Kinder,  who  bought  200  shares  of  AHI  on  Dec.l, 
1995,  at  $12.25.  Then  Milberg  filed  suit  in  California  on  Dec.  20— 
by  which  time  the  stock  had  fallen  to  $6. 1 3 — alleging  AHI  should 
have  disclosed  the  Lakewood  deal's  demise.  AHI  settled  for  $6.8 
million,  including  $2  million  in  fees. 

None  of  this  might  otherwise  have  come  to  the 
government's  attention  but  for  Cooperman's  own 
legal  problems.  In  1988  he  was  charged  with  "un- 
professional conduct"  and  gross  negligence  and  gave 
up  his  California  medical  license.  In  1991  an  insurer 
sued  him,  alleging  he  had  lied  about  his  medical 
condition  on  numerous  disability  policies.  And  he 
and  his  lawyer — James  Tierney — were  found  guilty 

Melvyn  Weiss 


'The  mutual  fund  scandal  will  be 
the  greatest  in  Wall  Street  history." 


promised  never  to  sue  Titan  again.  _ 

In  another  case  Milberg  Weiss  filed  a  lawsuit  against  telecom 
supplier  Terayon  Communication  at  the  behest  of  short-seller 
Cardinal  Partners.  Milberg  Weiss,  with  Cardinal  to  be  lead  plain- 
tiff, sued  on  Apr.  13,  2000 — one  day  after  the  stock  took  a  26% 
dive.  At  a  hearing  the  judge  said  "it  all  looks  rather  strange"  that 
the  case  had  been  prepared  before  the  stock  had  even  dropped. 
Terayon  asserts  that  Cardinal,  which  faced  losses  of  $80  million 
shorting  Santa  Clara,  Calif.-based  Terayon,  sued  as 
part  of  a  scheme  to  drive  down  the  stock  price. 
Milberg  Weiss  declines  to  comment  on  the  case, 
which  is  pending. 

But  Mel  Weiss  admits  he  talks  to  short-sellers 

to  get  information  for  prospective  suits.  On  Aug.  29, 

2001  Mark  Roberts,  director  of  research  at  Off  Wall 

Street  Consulting  Group,  advised  his  clients  to  short 

Hanover    Compressor, 

a  natural  gas  company 

partly  owned  by  Enron. 

In       February       2002 

Milberg  sued  Hanover. 

The  case  was  settled  for 

$80  million.  "Weiss  and 

Lerach  call  me  from  time 


of  conspiracy  in  connection  with  a  staged  theft,  in  1992,  of 
Picasso's  "Nude  Before  a  Mirror"  and  Monet's  "The  Customs 
Officer's  Cabin  at  Pourville."  Cooperman  had  collected  $17.5 
million  in  an  insurance  settlement,  only  to  have  the  cops  stum- 
ble upon  the  paintings  a  few  years  later.  In  2001  he  began  serv- 
ing a  37-month  sentence,  getting  out  of  prison  after  21  months; 
Tierney  was  convicted  and  sentenced  to  8  months'  jail  time  and 
surrendered  his  legal  license. 

Milberg  used  another  approach  in  ginning  up  business:  Your 
enemy  is  my  enemy.  In  1998,  one  knowledgeable  lawyer  says, 
keen  to  represent  a  garment  workers'  union,  Lerach  ordered  that 
a  lawsuit  be  filed  against  Guess,  the  jeansmaker.  The  union  was 
pushing  at  the  time  to  organize  the  company's  nonunion  work- 
ers and  told  Lerach  to  file  a  shareholder  suit — without  naming 
the  union  as  a  plaintiff — to  pester  the  company,  this  person  says; 
the  union  denies  it.  Milberg  settled  the  suit,  getting  $1  million  in 
fees;  the  union  ultimately  dropped  its  organization  effort — and 
Milberg  later  got  some  union  business.  A  union  representative 
says  there  was  no  quid  pro  quo.  Lerach,  after  initially  responding 
to  some  questions  from  FORBES,  refused  to  be  interviewed  and 
instructed  in  a  terse  e-mail:  "Please  don't  call,  write  or  stop  by 
ever  again." 

In  a  similar  case,  Milberg  in  2000  filed  a  shareholder  suit 
against  Titan  International,  a  tire  company  entangled  in  a  bitter 
battle  with  a  striking  local  of  the  United  Steelworkers  of  Amer- 
ica. Milberg  repeatedly  denied  it  was  acting  on  the  union's  behalf, 
but  Titan  objected  that  Milberg's  investor  plaintiffs  were,  in  feet, 
union  members  and  later  showe  I  that  a  Steelworkers  lawyer  had 
reviewed  Milberg  Weiss'  contract.  Titan  threatened  to  sue  the 
law  firm  for  harassment,  .\\u\  Milberg  withdrew  its  case  uid 


to  time,"  says  Roberts. 
"Whole  lawsuits  are  based  on  our  reports." 

At  other  times  judges  have  criticized  Milberg  lawyers  for 
trying  to  pocket  rich  fees  while  giving  their  clients  little.  In 
2002  Circuit  Judge  W.  Douglas  Baird  in  Pinellas  County,  Fla. 
berated  Milberg  for  cutting  shareholders  out  of  a  proposed 
settlement  with  Florida  Progress  Corp.  The  company  had 
agreed  to  pay  Milberg  fees  and  expenses  up  to  $375,000,  with 
Milberg  releasing  the  company  from  future  lawsuits  about  the 
matter. 


T 
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I  HE  JUDGE  COMPARED  MILBERG  LAWYERS  WITH  "SQUEEGEE 
boys"  who  scrub  already-clean  windshields  and  then  demand  to 
be  paid.  "All  of  the  evidence  suggests  that  class  members  are  in 
precisely  the  same  financial  and  legal  position  today  as  they  would 
have  been  had  this  litigation  never  been  filed,"  he  wrote.  Milberg 
withdrew  the  suit. 

Will  anything  stop  Milberg?  Republicans  in  Congress  want  to 
enact  a  Class  Action  Fairness  Act  that  would  move  most  cases 
from  plaintiff-friendly  state  courts  to  harsher  federal  ones  and 
rein  in  lawyers'  fees.  It  is  "a  travesty,"  Weiss  says.  "They  are  try- 
ing to  take  away  the  right  to  remedy  wrongs  done  by  Corporate 
America.  Society  will  be  hurt  if  this  passes."  If  big  business 
doesn't  get  the  relief  it  wants  from  Congress,  can  it  take  solace  in 
a  messy  breakup  of  the  infamous  firm?  Probably  not.  Once  Mel 
Weiss  and  Bill  Lerach  split,  companies  won't  have  to  contend 
with  one  big,  lethal  litigation  machine  any  longer;  they  will  have 
to  do  battle  with  two  of  them.  F  | 

Research  by  Tatiana  Serafin. 
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AHI  staged  its  public  offering  of  stock  a  day  later — without  dis 
closing  the  Lakewood  deal's  collapse. 

Cooperman  even  served  up  the  lead  plaintiff,  one  lawyer  says:  | 
psychologist  Mel  Kinder,  who  bought  200  shares  of  AHI  on  Dec.l, 
1995,  at  $1 2.25.  Then  Milberg  filed  suit  in  California  on  Dec.  20 — 
by  which  time  the  stock  had  fallen  to  $6. 1 3 — alleging  AHI  should 
have  disclosed  the  Lakewood  deal's  demise.  AHI  settled  for  $6.8 
million,  including  $2  million  in  fees. 

None  of  this  might  otherwise  have  come  to  the 
government's  attention  but  for  Cooperman's  own 
legal  problems.  In  1988  he  was  charged  with  "un- 
professional conduct"  and  gross  negligence  and  gave 
up  his  California  medical  license.  In  1991  an  insurer 
sued  him,  alleging  he  had  lied  about  his  medical 
condition  on  numerous  disability  policies.  And  he 
and  his  lawyer — James  Tierney — were  found  guilty 

Mnlvyn  Wfiiss 


"The  mutual  fund  scandal  will  be 
the  greatest  in  Wall  Street  history." 


promised  never  to  sue  Titan  again. 

In  another  case  Milberg  Weiss  filed  a  lawsuit  against  telecom 
supplier  Terayon  Communication  at  the  behest  of  short-seller 
Cardinal  Partners.  Milberg  Weiss,  with  Cardinal  to  be  lead  plain- 
tiff, sued  on  Apr.  13,  2000 — one  day  after  the  stock  took  a  26% 
dive.  At  a  hearing  the  judge  said  "it  all  looks  rather  strange"  that 
the  case  had  been  prepared  before  the  stock  had  even  dropped. 
Terayon  asserts  that  Cardinal,  which  faced  losses  of  $80  million 
shorting  Santa  Clara,  Calif-based  Terayon,  sued  as 
part  of  a  scheme  to  drive  down  the  stock  price. 
Milberg  Weiss  declines  to  comment  on  the  case, 
which  is  pending. 

But  Mel  Weiss  admits  he  talks  to  short-sellers 

to  get  information  for  prospective  suits.  On  Aug.  29, 

2001  Mark  Roberts,  director  of  research  at  Off  Wall 

Street  Consulting  Group,  advised  his  clients  to  short 

Hanover    Compressor, 

a  natural  gas  company 

partly  owned  by  Enron. 

In       February       2002 

Milberg  sued  Hanover. 

The  case  was  settled  for 

$80  million.  "Weiss  and 

Lerach  call  me  from  time 


of  conspiracy  in  connection  with  a  staged  theft,  in  1992,  of 
Picasso's  "Nude  Before  a  Mirror"  and  Monet's  "The  Customs 
Officer's  Cabin  at  Pourville."  Cooperman  had  collected  $17.5 
million  in  an  insurance  settlement,  only  to  have  the  cops  stum- 
ble upon  the  paintings  a  few  years  later.  In  2001  he  began  serv- 
ing a  37-month  sentence,  getting  out  of  prison  after  21  months; 
Tierney  was  convicted  and  sentenced  to  8  months'  jail  time  and 
surrendered  his  legal  license. 

Milberg  used  another  approach  in  ginning  up  business:  Your 
enemy  is  my  enemy.  In  1998,  one  knowledgeable  lawyer  says, 
keen  to  represent  a  garment  workers'  union,  Lerach  ordered  that 
a  lawsuit  be  filed  against  Guess,  the  jeansmaker.  The  union  was 
pushing  at  the  time  to  organize  the  company's  nonunion  work- 
ers and  told  Lerach  to  file  a  shareholder  suit — without  naming 
the  union  as  a  plaintiff — to  pester  the  company,  this  person  says; 
the  union  denies  it.  Milberg  settled  the  suit,  getting  $1  million  in 
fees;  the  union  ultimately  dropped  its  organization  effort — and 
Milberg  later  got  some  union  business.  A  union  representative 
says  there  was  no  quid  pro  quo.  Lerach,  after  initially  responding 
to  some  questions  from  FORBES,  refused  to  be  interviewed  and 
instructed  in  a  terse  e-mail:  "Please  don't  call,  write  or  stop  by 
ever  again." 

In  a  similar  case,  Milberg  in  2000  filed  a  shareholder  suit 
against  Titan  International,  a  ti> e  company  entangled  in  a  bitter 
battle  with  a  striking  local  of  the  United  Steelworkers  of  Amer- 
ica. Milberg  repeatedly  denied  il  was  .Ming  on  the  union's  behalf, 
but  Titan  objected  that  Milberg's  investor  plaintiffs  were,  in  fact, 
union  members  and  later  showed  that  a  Steelworkeis  lawyer  had 
reviewed  Milberg  Weiss'  contract.  Titan  threatened  to  sue  the 
law  firm  for  harassment,  and  Milberg  withdrew  its  case  and 


to  time,"  says  Roberts. 
"Whole  lawsuits  are  based  on  our  reports." 

At  other  times  judges  have  criticized  Milberg  lawyers  for 
trying  to  pocket  rich  fees  while  giving  their  clients  little.  In 
2002  Circuit  Judge  W.  Douglas  Baird  in  Pinellas  County,  Fla. 
berated  Milberg  for  cutting  shareholders  out  of  a  proposed 
settlement  with  Florida  Progress  Corp.  The  company  had 
agreed  to  pay  Milberg  fees  and  expenses  up  to  $375,000,  with 
Milberg  releasing  the  company  from  future  lawsuits  about  the 
matter. 


T 

■  HE 


IHE  JUDGE  COMPARED  MILBERG  LAWYERS  WITH  "SQUEEGEE 
boys"  who  scrub  already-clean  windshields  and  then  demand  to 
be  paid.  "All  of  the  evidence  suggests  that  class  members  are  in 
precisely  the  same  financial  and  legal  position  today  as  they  would 
have  been  had  this  litigation  never  been  filed,"  he  wrote.  Milberg 
withdrew  the  suit. 

Will  anything  stop  Milberg?  Republicans  in  Congress  want  to 
enact  a  Class  Action  Fairness  Act  that  would  move  most  cases 
from  plaintiff-friendly  state  courts  to  harsher  federal  ones  and 
rein  in  lawyers'  fees.  It  is  "a  travesty,"  Weiss  says.  "They  are  try- 
ing to  take  away  the  right  to  remedy  wrongs  done  by  Corporate 
America.  Society  will  be  hurt  if  this  passes."  If  big  business 
doesn't  gel  the  relief  it  wants  from  Congress,  can  it  take  solace  in 
a  messy  breakup  of  the  infamous  firm?  Probably  not.  Once  Mel 
Weiss  ,uh!  Bill  Lerach  split,  companies  won't  have  to  contend 
with  one  big,  Lethal  litigation  machine  any  longer;  they  will  have 
to  do  battle  with  two  of  them.  F 

Research  by  Tatiana  Serafin. 
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Do-Over! 


LIKE  MANY  VENTURE  CAPITALISTS,  PROMOD 
Haque  slammed  a  few  home  runs  in  the  late  Nineties 
bubble — but  lately  the  big  hits  have  been  harder  to 
come  by  for  the  managing  partner  of  Norwest  Venture 
Partners.  One  promising  fledgling,  a  Voice  over  Internet 
Protocol  play  called  Veraz  Networks,  has  gone  through 
a  foreclosure,  a  merger,  three  name  changes  and  two 
business  plans. 

But  Haque  stuck  it  out  rather  than  cut  and  run  as 
many  VCs  are  prone  to  do.  Now  Veraz  is  coming  back:  It 
has  $60  million  in  annual  revenue  and  runs  ten  global 
networks,  in  Russia,  India,  Southeast  Asia  and  elsewhere. 
Says  Haque,  "By  the  time  the  market  picks  up  in  the 
U.S.,  we'll  already  have  a  global  leadership  position." 

Haque's  past  hits  helped  put  him  in  the  number 
one  spot  on  this  year's  Forbes  Midas  List  of  50  top  ven- 
ture investors — and  at  an  ideal  time.  Tech  is  back.  It's 
sexy  again.  The  Nasdaq  has  nearly  doubled  since 
October  2002.  A  multibillion-dollar  public  offering  for 
Google  is  the  talk  of  Silicon  Valley  dinner  parties. 
Research  outfit  IDC  says  worldwide  IT  spending  will 
rise  5%  this  year  to  $915  billion — a  sizzling  rebound 
after  three  flat  or  down  years. 

But  some  of  the  best  VCs  are  operating  differently 
this  !  me  around.  They  used  to  spend  most  of  their 
time  ing  foi  ol  icure  ideas  that  might  someday 

becoi  ipanies.     ;  e  often  ideas  would  fail, 

so  tb  10)  aba     li  n  their  flops  to  stoke  an- 

other i  '  he  boc   i  and  bust  have  turned  this 

process  uj     ;.  on       stead  ol  devoting  all  their 

efforts  to  new  i  ;  U's  are  taking  out  the 

defibrillator  to  icviw  ;<  i  ;  rtten  firms  they 

or  others  backed  once  b  •<> 

Startups  are  out;  resta  i.  We're  company 


builders,  used  to  seeing  opportunities  in  problems  rather 
than  seeing  them  as  impossible  things  that  should  be 
avoided.  This  is  what  we're  supposed  to  be  doing  as 
VCs,"  says  Gary  Morgenthaler  of  Morgenthaler  Ventures. 

It  is  difficult  to  pinpoint  how  much  money  is  flow- 
ing into  these  do-overs,  although  one  indicator  may  be 
the  doldrums  that  still  afflict  the  old-line  venture  busi- 
ness. Most  venture  funds  started  since  2000  are  down  by 
double-digit  percentages.  As  many  as  5,000  venture- 
backed  companies  still  dangle  somewhere  between 
bankruptcy  and  mediocrity.  VCs  spent  $906  million  on 
first-time  financings  in  the  third  quarter  of  2003,  but 
that  is  only  one-seventh  the  amount  they  invested  in 
the  same  quarter  three  years  ago.  Yet  VCs  have  plenty  of 
money  to  play  with — up  to  $70  billion  in  committed, 
but  not  yet  invested,  capital. 

Playing  the  restart  game  can  be  more  thrilling  than 
discovering  a  new  idea.  It's  a  chance  to  prove  a  theory 
correct,  to  step  in  and  succeed  where  others  have  failed. 

Jay  C.  Hoag,  co founder  of  Palo  Alto,  Calif. -based 
Technology  Crossover  Ventures,  has  won  big  recendy  by 
reviving  deals  that  would  have  brought  jeers  three  years 
ago.  In  August  2000,  four  months  after  the  market 
began  to  crash,  he  made  a  private  investment  of 
$53  million  for  a  10%  stake  in  publicly  traded  Expe- 
dia,  the  travel  Web  site.  Then  came  Sept.  11,  airline 
bankruptcies,  SARS,  war  in  Afghanistan  (and,  later,  in 
Iraq)  and  a  recession.  As  panicked  customers  canceled 
their  trips,  Expedia  weathered  a  string  of  days  when  it 
paid  out  more  in  refunds  than  it  took  in  for  new  trips. 

But  Hoag  stayed  on  the  board,  initiating  the  acqui- 
sition of  Travelscape,  which  gave  Expedia  access  to  the 
hotel  business  and  a  key  edge  over  its  main  competitor, 
Travelocity.  Expedia  also  invested  in  advertising  when 


94 


F    O    K     li    E    S 


■  •.  -Hit:! 


Promod  Hague 


First  time  in  the  top  spot,  eclipsing  Vinod  Khosla. 
junder  of  Sun  Microsystems.  Haque  was  raised  in  Delhi.  India  by  a  bureaucrat  father  and 
loolteacher  mom.  Dad  wanted  him  to  be  a  doctor.  Became  a  millionaire  financier  in- 
ad.  Studied  engineering  at  the  University  of  Delhi.  Postgraduate  work  in  Siemens'  med- 
I  group  spurred  him  to  leam  how  to  design  medical  instrumentation.  Moved  to  the  States 
?et  a  Ph.D.  in  electrical  engineering  at  Northwestern  University  with  only  a  $4,000  loan 
m  his  dad.  "I  knew  that  at  the  end  of  the  first  year  if  I  didn't  make  enough  progress,  I  would 
out  of  cash."  Says  that  experience  helps  him  understand  the  plight  of  startups. 

Worked  for  a  decade  at  a  string  of  medical  instrumentation  companies,  then  started  vet- 
1  ideas  for  Norwest  Venture  Partners  in  1990.  Bought  into  the  client-server  revolution. 
Ide  his  first  big  scores  on  Tivoli  and  Forte  Software.  More  recent  hits:  Cerent.  Siara, 
Display.  Extreme  Networks  and  Winphoria  Networks. 

Thinks  today  is  like  the  1980s:  Back  then  big  companies  used  PCs  only  for  spreadsheets 
d  word  processing.  Then  networking  and  the  Internet  came  along.  As  bandwidth  gets 
eaper  and  mobility  increases,  more  advanced  applications  will  proliferate.  Believes  out- 
urcing  abroad  is  just  beginning  and  is  an  absolutely  crucial  step  for  even  the  smallest 
mpanies.  Long  term,  exposing  countries  like  India  and  China  to  technology  will  create  ad- 
ional  markets  for  U.S.  products,  he  says. 
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others  pulled  back.  In  February 
2002  Barry  Diller's  InterActive 
Corp.  bought  a  65%  stake  in  Expe- 
dia  for  $1.4  billion.  A  few  months 
later  he  offered  another  $1.6  billion 
for  the  rest — a  sudden  113%  rise  in 
valuation.  Expedia  management 
and  some  members  of  its  board 
wanted  to  take  it,  but  Hoag  got 
everyone  to  wait. 

It  paid  off.  In  August  2003  Diller 
agreed  to  pay  a  startling  $3.4  billion 
for  that  last  35%  chunk  of  Expe- 
dia— more  than  double  his  earlier 
offer.  Hoag's  10%  stake  became  di- 
luted over  time,  but  still  returned  ten 
times  the  original  investment  after 
the  final  deal.  Thanks  mostly  to  Ex- 
pedia, Hoag's  $1.4  billion  fund,  TCV 
IV,  which  had  been  down  $250  mil- 
lion, was  up  $400  million.  "Had  we 
surrendered  to  the  pressure,  we 
would  have  had  to  resign  our  fund  to 
negative  territory  forever,"  he  says. 

Another  ambitious  restart  is 
Caspian  Networks,  a  four-year-old 
firm  that  had  hoped  to  challenge 
Cisco  with  a  faster  router.  Initially, 
its  founder,  Lawrence  Roberts, 
raised  $91  million  from  New  Enter- 
prise Associates,  Paul  Allen's  Vulcan 
Ventures,  U.S.  Venture  Partners  and 
others.  By  2000  it  was  valued  at  al- 
most half  a  billion  dollars. 

Spending  ran  wild  as  the  com- 
pany opened  three  research  centers 
across  the  country,  each  with  feng 
shui  accents  such  as  waterfalls  and 
pricey  art,  as  well  as  pool  tables  and 
foosball.  And  though  it  had  380  em- 
ployees and  was  burning  $7  million 
a  month  in  cash,  Caspian  had  but 
one  prospective  customer. 

It  crashed  with  the  telecom 
market,  and  by  early  2002  its  ven- 
ture backers  had  written  down  the 
company's  value  almost  to  zero. 
But  NEA's  Peter  Morris  was  coi 
vinced  something  was  worth  sal- 
vaging. And  so  in  February  2002 
the  original  players  tried  it  agaii.. 
Joined  by  Oak  Investment  Partners 
and  Morgenthaler,  they  pumped  in 


$120  million.  "We  had  to  cut  our 
losses  and  accept  the  fact  that  we'd 
failed.  Completely,"  says  Morris. 

A  few  months  later  he  helped 
land  L.  William  Krause,  former  chief 
of  3Com,  as  chief  executive.  Krause 
cut  costs  in  half  and  reduced  staff 
from  380  to  125.  Then  they  re- 
worked the  strategy,  coming  up  with 
a  "flow  based  router"  that  prioritizes 
and  monitors  the  stream  of  data 
from  the  source  to  its  destination. 
Caspian's  i  outers  came  out  last  year, 
and  a  few  ustomers  are  testing 
them.  'The  easiest  thing  would  have 
;-een  to  walk  away,"  Morris  says. 
if  you  believe  in  it  long  term, 
you  1  stick  with  it."  He  adds: 

Its     k    is     II. '  F 
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Vinod  Khosla 


2  I  Vinod  Khosla 


VC.  Kleiner  Perkins  Caufield  &  Byers.  AGE:  49.  Deposed 
king  of  venture  still  inspires  fantasies  of  early  retirement  among 
his  hard-driven  entrepreneurs.  Made  billion-dollar  exits  look 
easy  in  the  boom:  Cerent,  Siara,  Corvis,  Juniper.  Went  afoul  with 
ExciteAtHome.  Nothing  to  brag  about  in  2003.  Hopes  to  reclaim 
crown  with  Kovio,  Infinera,  OnFiber,  Zaplet.  2003  RANK:  1 


3  I  David  Strohm 


VC.  Greylock.  55.  His  StorageNetworks  folded  in  July,  three 
years  after  its  $135  million  public  offering  valued  it  at  $8  billion 
on  the  first  trading  day.  Legato,  now  part  of  EMC,  and 
DoubleClick  have  also  suffered.  He's  wondering  these  days 
how  $30  billion  in  venture  capital  can  be  spent  wisely  each 
year  in  a  maturing  market.  2003:  7 


4  I  L.  John  Doerr 


VC.  Kleiner  Perkins  Caufield  &  Byers.  51.  This  alpha  male 
hasn't  had  a  major  score  since  the  downturn,  but  Google  could 
be  his  slump-buster  when  it  goes  public  later  this  year.  2003:3 
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You  know  what  they  wanted  last  week. 
Do  you  know  what  they  want  today? 

Questions  are  everywhere.  Insight  is  noL Knowing  your  customers  is  your  job.  Giving  you 
insight  to  help  you  know  your  customers  even  better  is  our  job.  We  offer  a  full  range  of 
business  applications— including  effective  CRM  solutions— to  help  your  business  succeed 
in  an  ever-changing  world.  To  learn  more,  visit  microsoft.com/BusinessSolutions/lnsight 


Microsoft 

Business 
Solutions 


Financial  Management       Customer  Relationship  Management       Supply  Chain  Management       Analytics 


Lawyer.  Wilson,  Sonsini,  Goodrich  & 
Rosati.  62.  So  what  if  other  Valley  law 
firms  implode?  Sonsini's  crew  is  flourish- 
ing. He  has  been  consigliere  to  a  host  of 
hopefuls:  Crystal  Decisions,  Netflix,  Palm, 
Overture,  Seagate,  VMware.  2003:  4 

Michael  Grimes 

Banker.  Morgan  Stanley.  37.  When 
Quattrone  got  shown  the  door,  Grimes 
slipped  in  and  changed  the  locks.  Has 
since  earned  his  bonus  taking  Seagate 
and  Ipass  public  and  is  preparing  an 
arsenal  of  road  show  presentations  for 
2004.  2003:  NONE 

Paul  Chamberlain 

Banker.  Morgan  Stanley.  40.  Led  ne- 
gotiations for  PeopleSoft  when  it  picked 
up  J.D.  Edwards  last  year,  slipping  out 
of  the  unwanted  embrace  of  Oracle's 
Larry  Ellison.  Also  fed  Legato  and  Doc- 
umentum  to  EMC.  2003:  NONE 

8  |  J.  Peter  Wagner 

ners.  38.  Brags  that  16  of 
the  31  companies  he  backed  early  have 
gone  public  or  been  acquired.  But 
the  publicly  held  ones,  like  Redback, 
Northpoint  and  Tellium,  have  fizzled. 
2003:  54 

9  |   Charles  Cory 

Banker.  Morgan  Stanley.  48.  Has 
guided  a  steady  flow  of  hits:  Agilent, 
Agere,  Applied— and  that's  just  the  As. 
Teaches  a  two-week  M&A  course  at  alma 
mater  University  of  Virginia  School  of 
Law.  2003:  NONE 

10  |   Seth  Neiman 

VC.  Crosspoint  Venture  Partners  49. 
Stuck  it  out  as  offspring  Ipass  metamor- 
phosed from  dial-up  Internet  service  to 
wireless  company.  Rewarded  with  public 
offering  in  July.  2003:  29 

11  |   Roger  Evans 

VC.  Grcylock.  58.  The  biggies  he  backed 
have  been  shrinking:  Ascend,  Phone.coin, 
Northpoint,  Copper  Mountain.  Now  helps 
invest  $1  billion  raised  in  2001.  2003:  20 

12  |   Geoffrey  Yang 

VC.    Redpoint   Vemi  43.   Ask 

Jeeves,  once  left  for  dead,  is  suddenly  up 


18  |   Rob  L  Soni 

VC.  Matrix  Partners.  35.  Bostonian 
investor  left  Bessemer  for  hotshot 
crosstown  rival  Matrix.  Continued  his 
bust-era  streak  with  Knology  IPO  and 
Wavesmith  sale  last  year.  2003:  6 

Tench  Coxe 


threefold  in  just  12  months.  TiVo  is  bounc- 
ing back— but  can  it  survive  new  threats 
from  cable-system  giants?  Now  tends  to 
broadband  bets  Calix,  BigBand.  2003:  9 


1  Q 
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Peter  Mills 


VC.  AtVentures.  52.  As  chief  of  CMGI's 
venture  arm  he  boosted  GeoCities,  Lycos, 
Vicinity.  Still  a  dot-com  believer.  Board 
seats:  MyFamily.com,  CarParts.com. 
2003:  58 

14  |   Michael  Goguen 

VC.  Sequoia  Capital.  39.  Fed  the  insa- 
tiable Cisco  a  plateful  of  equipment  mak- 
ers during  the  boom  (Netiverse,  Penta- 
com,  Monterey,  MaxComm,  Pipelinks, 
Ardent).  2003:  53 

William  Savoy 

VC.  Vulcan  Ventures.  39.  Onetime  kid 
wonder  left  Vulcan  in  September  after  a 
15-year  run  at  Paul  Allen's  investment  ve- 
hicle. Suffered  big  losses  on  Charter  Com- 
munications, Northpoint  and  Liquid 
Audio.  Good  run  with  Ticketmaster  On- 
line, Ask  Jeeves,  Northpoint.  2003: 18 

Kevin  Compton 

VC.  Kleiner  Perkins  Caufield  &  Byers. 
45.  Venture's  ethicist.  One  of  his 
speeches  on  the  church  circuit:  "Un- 
bending the  Rules:  Integrating  God's 
Commands  into  Oecision-Making  and 
Accountability."  Worldly  successes: 
VeriSign.  Citrix.  New  hope:  KnowNow. 
2003:  34 

David  Spreng 

Venn  es.  42 
Cofounder  of  Crescendo  sold  Ejasent  to 
Veritas  for  i  ixt  to  nothing  in  2003.  Bub- 
ble hits  Oplink  and  CoSine  have  pretty 
much  ,l>  lie  still  gets  credit  for 

the  go  '    j   2 


VC.  Sutter  Hili  Ventures.  46.  Quiet  last 
year.  Was  early  into  long-lasting  outfits 
Network  Appliance,  Nvidia.  Also  built 
short-lasting  value:  Copper  Mountain, 
once  worth  an  astounding  $1,236  a 
share,  now  trades  at  $12.75.  2003:  5 


Play  along  with  the  pros.  Here  is  where  the  best  minds  in 
venture  will— and  won't— put  their  money  in  2004. 


r  Perkins  Caufield  &  Byers 
Materials  science  as  it  relates  to 
in  chip  development,  allowing  fo 
etries  and  hybrids  of  tradition 
;ular  memory. 

Everyone  is  trying  to  build  spam 
isoft  is  going  to  take  care  of  that. 


'emenf 
HOT:  Services,  infrastructure  and  applications  for  voir 
the  Internet.  Plug-and-play  broadband  for  consun 
Japan.  Human  resources  in  China. 
~T:  Storage  area  networks  and  social  networking  < 

DAVID  STROHM 
Greylock 
"IT:  Web-based  software  that  helps  companies  rr 

es,  marketing,  human  resources  and  product  de 

jls  to  design  submicron  chips. 

IT:  Wi-Fi.  Startups  will  have  a  hard  time  com 

^inst  titans  like  Cisco  and  Intel. 

DANIEL  NOVA 

Highland  Capital  Partners 

HOT:  E-commerce  and  Internet  advertising 

'  ack.  Also  bullish  on  interactive  gaming. 

Wi-R.  It's  overplayed. 

Matrix  Partners 
HOT:  Open-source  databases,  application  servers  and  security 
software.  New  memory  architectures  that  are  fast  and  dense. 
NOT:  Expensive  enterprise  software  giants  like  Oracle 
Siebel  and  SAP.  There's  a  corporate  backlash  a 
maintenance  revenue. 


MMPVtiM.iDai 


1DOAGRES 

Battery  Ventures 

HOT:  The  movie  business  is  being  Napstered.  You  II  be  able 

r  download  a  first-run  movie  on  your  computer  and  beam 
to  your  TV,  like  a  virtual  cinema  or  virtual  Blockbuster. 
NOT:  Wi-Fi  chip  sets  are  overfunded;  technology  like  this 
;  along  and  all  the  VCs  think  they  need  to  have  one. 
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reach 


AVAyA 


a  higher  plane 
of  communication 


/HEN  TAKING  YOUR  COMPANY  on  the 
3  telephony  road,  the  right  traveling 
ompanion  is  essential.  Avaya  Global 
ervices  will  not  only  get  you  going  in  the 
ght  direction,  but  we'll  guide  you  the 
hole  way.  For  starters,  we  develop  a 
omprehensive  network  plan  that  includes 


a  multivendor,  multitechnology  IP  readiness       constantly  monitor  your  entire  network, 

assessment.  This  tells  us  what  we  need  to        using  EXPERT  Systems'"  Diagnostic 

know  to  help  you  avoid  surprises  during 

implementation  and  maximize  security. 

We'll  get  you  up  and  running  easily  and 

seamlessly.  And  you  can  continue  to  count 

on  Avaya  Global  Services  to  manage  and 


Tools,  for  example,  that  remotely  resolve 
96%  of  all  system  alarms*  Go  with  Avaya, 
and  your  competitors  will  be  eating  your 
dust.  Visit  www.avaya.com/sidecar  or 
call  866-GO  AVAYA. 


I  P   Telephony 


Contact    Centers 


Unified    Communication 


With 


AVAYA  GLOBAL  SERVICES 

at  your  &ide,  migration  to  IP  telephony  ean  be  a 

SMOOOOTH  RIDE. 


he  Midas  Li 


Todd  Dagres 


VC.  Battery  Ventures.  44.  Slimmed- 
down  Battery  can  still  point  to  Akamai  as 
its  triumph.  Now  into  media  "conver- 
gence," whatever  that  means.  On  board 
of  British  film  studio  Ealing.  2003: 14 


VC.  General  Atlantic  Partners.  61. 
With  former  Netscape  comrade  James 
Clark  invested  early  in  Neoteris.  The  re- 
union paid  off.  NetScreen  paid  $265  mil- 
lion for  the  networking  startup  last  year. 
2003:11 


While  some  dealmakers  were  in  retreat  and  teeing  off  at  Pebble 
Beach,  these  VCs  were  earning  their  management  fees.  The  most 
active  investors  in  the  first  nine  months  of  2003: 


iN  NUMBER  ( 


i  Associates:  55    Warburg  Pincus:  $237  mil 


Austin  Ventures:  37 
Venrock  Associates:  36 
.  Venture  Partners:  36 
ital:  34 


New  Enterprise  Associates: 
$169  mil 

Austin  Ventures:  $141  mil 
MPM  Capital:  $135  mil 
Technology  Crossover 
Ventures:  $130  mil 


Gartner  and  Seagate  have  been  bigger 
hits  than  anything  produced  by  his  band. 
Also  runs  Integral  Capital  Partners,  which 
goes  long  and  short  on  public  tech  stocks. 
2003:  35 

23  |   James  W.  Breyer 

VC.  Accel  Pa  <  42.  Young  veteran 

of  25  exits.  Revamped  Walmart.com,  then 
sold  it  back  to  Wal  Mart.  Bought  out 
McDonald's  share  of  restaurant  software 
startup  Emac  Digital.  Also  working  with 
buyout  firm  Kohlberg  Kravis  Roberts. 
2003:19. 

24  |   Robert  Davoli 

VC.  Sigma  Partners  55.  Invested  last 
year  in  mobile  messaging  (M-Qube)  and 
database-server  consolidation  (Savan- 
tis).  Looks  for  technology  that  reins  in  IT 
budgets.  2003:  24 


VC.  New  Enterprise  Associates.  47. 
Juniper  provides  most  of  the  remaining 
glimmer  in  his  telecom  portfolio. 
Fighting  the  good  fight  with  still-private 
Tasman  and  Caspian.  Others  at  NEA  did 
better  last  year  with  Neoteris,  Pharmion 
and  Myogen.  2003:  10 

26  1  Jay  C.  Hoag 

VC.  Technology  Crossover  Ventures. 
45.  Reaped  profits  in  financial  engineer- 
ing of  post-public  Expedia.  Fared  well  in 
2002  with  Netflix  and  Altiris.  Makes  you 
want  to  forget  Ivillage,  Eloyalty.  2003:  39 

27  |   Eff  Martin 

Banker.  Goldman  Sachs.  55.  Once  was 
lost  in  the  shuffle  behind  CSFB's  Quat- 
trone.  Gained  ground  with  Palm  Comput- 
ing's overexuberant  IPO:  The  company 
raised  nearly  $900  million,  valuing  it  at 
$50  billion  by  the  first  day  of  trading. 
Company  now  split  in  two:  PalmOne  and 
PalmSource.  2003:  NONE 

28  |  William  Ford 

VC.  General  Atlantic  Partners.  42.  Two 
dot-com  hits.  E-Trade  has  added  $4.3  bil- 
lion to  its  market  cap  since  its  IPO— not 
quite  as  much  as  Priceline  has  lost. 
2003:49 

29  |   James  Wei 

VC.  Worldview  Technology  Partners. 
36  Oplink,  Tellium  and  Corvis  have  all 
shriveled.  But  Nvidia,  which  started  small, 


is  in  a  growth  spurt.  Youthful  VC  has  a 
few  years  yet  to  repeat  that  kind  of  sue-' 
cess.  2003: 12 


Richard  H.  Kimball 


VC.  Technology  Crossover  Ventures. 
47.  Moved  into  consumer  electronics  this 
year  with  late-stage  stake  in  Techwell, 
which  makes  chips  for  television  sets. 
Past  hits:  Alteon,  Xylan.  2003:  71 


Daniel  Nova 


VC.  Highland  Capital  Partners.  42. 
People  still  log  on  to  MapQuest;  Ask 
Jeeves  survives.  Although  NextCard 
trades  on  the  pink  sheets,  Nova  has  high 
hopes  for  Internet-based  businesses. 
2003:  36 


Michael  Moritz 


VC.  Sequoia  Capital.  49.  He  took  gift- 
shop  e-tailer  RedEnvelope  public  last 
year,  still  hoping  to  make  a  profit  from  it. 
RedEnvelope  was  priced  at  $14  a  share 
but  now  goes  for  $11.  Looking  forward  to 
getting  Googled  this  spring.  2003:  32 

33  |   Paul  J.  Ferri 

VC.  Matrix  Partners.  65.  Winphoria 
marked  the  first  exit  in  years  for  the 
Boston  venture  world's  granddaddy.  He 
once  said  of  ideal  entrepreneurs:  "They 
don't  read  Fortune  magazine."  We'd  agree. 
2003:  28 

34  |   Gary  Rieschel 

VC.  Mobius  Venture  Capital.  47.  Much 
of  his  portfolio  has  withered,  but  some 
already-public  offspring  are  surviving: 
UTStarcom,  E-Trade,  VeriSign.  The  Soft- 
bank alum  now  says  Asia's  the  New  New 
Thing.  2003:23 

35  |  Andrew  Rachleff 

VC.  Benchmark  Capital.  45.  No  major 
liquidity  events  this  year  for  Rachleff  or 
Benchmark.  Past  success  from  Juniper, 
Northpoint  and  Shasta.  2003:  31 

36  |   Christopher  Schaepe 

VC.  Lightspeed  Venture  Partners.  40. 
Backed  Transmeta,  Ciena,  Galileo.  Last 
year  made  follow-on  investments  in 
MonoSphere  (storage),  Riverbed  (soft- 
ware) and  Avamar  (data  security). 
2003:15 

37  I  Jeffrey  Christian 


Recruiter.  Christian  &  Timbers.  48.  Ex- 
celled at  staffing  the  startups  of  yore— 
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SONY 


The  61"  Plasma  WEGA  television  is  flawless  no  matter  how  you  look  at  it. 


The  creation  of  the  61"  Plasma  WEGA   television  started  with  big  ambitions  and  even  bigger  questions.  Could  a  61" 


at  had  the  narrowest  body,  also  feature  the  world's  deepest  picture?  And  could  combining  great  design  with  a 


stem  be  the  key  to  bringing  such  an  anomaly  to  life?  We're  the  only  ones  asking  these  questions. 


And  the  61"  Plasma  NX'HGA  television  is  proof  that  when  you  ask  questions  that  are  like  no  other,  you  get  results 


re  unlike  any  that  the  world  has  seen.  Questions  of  your  own?  Explore  www.flatpanel.sony.com. 


LIKE     NO     OTHER 


.      .  ■  ...  .■  ■  .  ■ 


The  Midas  List 


Yahoo,  Excite,  Amazon— all  from  his  base 
in  Cleveland.  Discovered  a  post-Enron 
growth  industry:  helping  companies  find 
unsullied  board  members.  2003:  38 

38  |  Andrew  Verhalen 

VC.  Matrix  Partners.  47.  Firewall  maker 
Watchguard  still  hanging  on.  Verhalen  re- 
mains on  the  board  of  Blue  Martini  in  the 
hopes  that  the  ailing  software  outfit  may 
yet  come  back  to  life.  2003:  43 

39  |   Edward  Anderson 

VC.  North  Bridge  Venture  Partners.  54. 
Said  to  work  hand-in-hand  with 
Matrix,  even  shares  same  exit  off  Route 
128.  He  may  have  to  travel  farther  to  find 
telecom  deals  that  match  his  past  sue- 


James  W.  Breyer 


Bust  Barons 

The  Midas  List  credits  venture  capital  players  for  wins  that  go  back  to  mid-1995.  But 
these  five  resourceful  chaps  deserve  extra  kudos:  They  have  scored  the  top  sales  or 
IPOs  since  January  2001,  the  most  grueling  venture  market  to  date. 


NAME                       FIRM 

BUST-ERA  DEALS 

1  David  Marquardt   August  Capital 

Seagate  Technology,  Crystal  Decisions 

2  David  Bonderman  Texas  Pacific  Group 

Hotwire,  Crystal  Decisions 

3  Roger  McNamee    Silver  Lake  Partners 

Seagate  Technology 

4  Jay  C.  Hoag           Technology  Crossover 
Ventures 

Expedia,  Netflix,  Altiris 

5  David  Roux  Silver  Lake  Partners        Crystal  Decisions 


cesses:  Cascade,  Arrowpoint.  Sycamore. 
2003:  30 

40  I   Douglas  Leone 


VC.  Sequoia  Capital.  4G  Scored  when 
Brocade  bought  Rhapsody  Networks, 
also  backed  Scient  and  Hyperion.  Still 
working  on  wireless  be?  Aruba. 
2003:48 

41  |  Walter  Kortschak 

VC.  Summil  44.  Invests  in 

growth-stage  companies  where  other 
VCs  have  yet  to  tread.  Among  his  . 
McAfee  Associates,  E-Tc!>  Dynamics, 
Harris  Research  and  Physicians  Formula. 
2003:  80 

42  |  Todd  Brooks 

VC.  Left  Mayficld  Fund  In  0< 
2003  43.  Helped  build  Brocade,  Avanex, 
Monterey  Networks  before  telecom  im- 
plosion. Worries  big  corporate  customers 


will  shun  startups  in  the  bubble's  after- 
math. 2003: 90 

Thomas  Weisel 


Banker.  Thomas  Weisel  Partners.  62. 
Reliable  conduit  between  Silicon  Valley 
and  Wall  Street.  Boutique  banker  pulled 
buddy  Jack  Kemp  into  tech.  2003:  NONE 

James  T.  Armstrong 

38.  His 

firm's  Web  site  boasts  about  Clearstone's 
role  in  funding  PayPal  yet  is  less  boastful 
abou;  its  affiliation  with  troubled  incuba- 
tor Idealab.  2003:  89 

Keith  Geeslin 

50   Bumped 

out  cf  Sprout  Group,  CSFB's  venture 

20  years,  when  the  fund 

'  to  abandon  IT  for  a  trendier  play: 

life  sc.li    ;es.  Now  doing  buyouts  at 

Francisco.  '  .03  28 


48  |   Morton  Meyerson 

VC.  2M  Companies.  65.  Nothing 
popped  last  year  for  former  EDS  chief. 
Now  into  backing  IT  services.  Boosted 
stake  in  publicly  held  Perficient  in  2003. 
2003:  27 

47  |  William  Kaiser 

VC.  Greylock.  48.  Early-stage  investor 
in  Red  Hat  now  rails  against  "shiny-penny 
syndrome,"  the  VC  gang's  tendency  to 
make  Series  A  investments  only  after  a 
startup  is  more  established.  2003:  56 

48  |  Timothy  Barrows 

VC.  Matrix  Partners.  46.  Portfolio  com- 
pany Bowstreet  has  been  touting  a  turn- 
around for  some  time,  but  Matrix  still 
hasn't  exited— even  though  Bowstreet 
has  so  far  raised  $140  million.  Portfolio 
companies  that  made  it  out:  Sycamore, 
OnDisplay,  Silverstream.  2003:  42 

49  |   Pierre  Lamond 

VC.  Sequoia  Capital.  73.  Latest  deal, 
Plumtree,  still  stands  tall.  Shooting  to 
stick  around  until  age  80  at  the  least: 
signed  on  to  Sequoia's  latest  fund.  Joined 
Tera's  board  last  year.  2003:  41 

50  1   Dixon  Doll 

VC.  Doll  Capital  Management.  61. 
A  tech  consultant  and  sound-bite  artist 
in  the  Eighties,  he  turned  to  telecom  in- 
vesting in  the  boom.  Struck  out  on  his 
own  from  Accel,  funded  Foundry  Net- 
works. Proud  of  firm's  deals  in  Ecast,  a 
digital  jukebox;  PGP,  a  security  software 
buyout;  and  5ljob,  a  Chinese  version  of 
Monster.com.  2003:  33 


A  NOTE  ON  METHODOLOGY:  The  Midas  List  seeks  to  identify 
individuals  who  deploy  venture  capital  to  create  wealth  for 
their  investors.  Our  ranking  formula  ignores  the  original 
amount  invested  in  a  deal  (as  it  is  often  undisclosed),  instead 
weighing  most  heavily  the  market  capitalization  of  a  venture- 
backed  company  on  the  close  of  its  first  day  of  trading  or  the 
purchase  price  in  an  acquisition.  A  lesser  weight  is  given  to  the 
change  in  value  of  each  investment  since  going  public  or  being 
sold.  Ranking  also  depends  on  a  venture  capitalist's  (or 
lawyer's,  banker's  or  recruiter's)  length  of  involvement  and 
influence  with  a  startup.  Companies  must  have  gone  public  or 
been  acquired  after  June  1995  to  be  considered,  and  they 
must  be  engaged  in  information  technology  or  life  sciences. 
Our  results  are  based  on  extensive  reporting  and  surveys  sent 
to  1,000  professionals,  including  VCs,  angels,  lawyers, 
bankers,  recruiters  and  limited  partners.  Special  thanks  go  to 
Thomson  Financial  Venture  Economics/National  Venture  Cap- 
ital Association,  Alternative  Investor/Private  Equity  Ana- 
lyst/VentureOne.  CONTRIBUTORS:  Erika  Brown,  David  Whe- 
lan,  Michael  K.  Ozanian,  Mitch  Rand,  Carl  Subick,  Leslie 
Kippen,  Anton  Klusener,  Charles  Brucaliere. 


Rob  L.  S 
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CLOUD  TEN. 

r  FORD  EXPEDITION 


r,  , 

CLIMB  IN  FOR  AN  AMAZING  EXPERIENCE:  AVAILABLE  HEATED  AND  COOLED  LEATHER-TRIMMED  SEATS  AND  DUAL-ZONE 
ELECTRONIC  TEMPERATURE  CONTROL.  PLUS.  AVAILABLE  POWERFOLD™  3RD-ROW  SEATING  THAT  FLATTENS  INTO  THE  FLOOR  WITH 
THE  PUSH  OF  A  BUTTON.  THEN  CONSIOER  THIS:  EXPEDITION  IS  THE  ONLY  FULL-SIZE  SUV  TO  RECEIVE  THE  HIGHEST  GOVERNMENT 
FRONTAL  CRASH  TEST  SAFETY  RATING  FOR  THREE  YEARS  IN  A  ROW  (2001.  2002.  2003).  HOW'S  THAHflfi  INNER  PEACE? 


J  A 


F  YOU  HAVEN'T  LOOKED  AT  FORD  LATELY. 


LOOK   AGAIN. 


For  more  information,  call  1-800-301-7430 
or  visit  www.fordvehicles.com. 


The  Midas  List 


The  25  Fast  and  Furious 


Our  search  for  technology  companies  with  exceptional  growth 
rates  ana  recent  profits  rarnea  ap  these  25  winners,  by  Joay  Yen 
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SMACK  AMID  THE  WORST  DOWN- 
turn  in  Silicon  Valley's  history,  the  25 
fastest-growing  technology  stars  listed  here 
managed  to  increase  their  revenue  an  aver- 
age of  37%  in  the  last  12  months. 

Leading  our  list:  Digimarc,  whose 
digital  watermarking  technologies — for 
authenticating  drivers'  licenses  and  such 
and  thwarting  digital  piracy — fill  a  timely 
need  in  a  security-conscious  world. Dig- 
imarc's  2001  acquisition  of  Polaroid's  dig- 
ital identification  systems  helped  it  post  a 
five-year  annualized  sales  growth  rate  of 
242%.  Even  so,  the  firm's  latest  12-month 
sales  of  $87  million  were  up  25%  over  a 
year  ago. 

Another  finalist  is  Ebay,  whose  stock  hit 
a  high  of  $64  during  the  Internet  bubble 
and  had  fallen  to  $13  in  nine  months.  Now 
Ebay  is  back:  Its  shares  hit  an  alltime  high 
of  $67  in  January.  The  company  nearly 
doubled  its  sales  every  year  for  five  years, 
reaching  the  $2  billion  mark,  and  main- 


taining that  torrid  pace  will  be  difficult.  But 
Wall  Street  is  betting  Ebay  has  ample  room 
for  growth — it  sells  for  64  times  estimated 
2004  earnings. 

Nextel  Communications,  with  its  pop- 
ular long-range  digital  walkie-talkie  service, 
is  the  largest  entry  on  our  fast-growing-tech 
list,  with  $10  billion  in  sales  in  the  latest  12 
months.  Go  to  www.forbes.com/fasttech  for 
more  data  on  all  of  these  companies,  includ- 
ing a  free  downloadable  file  for  your  Palm 
handheld  or  other  PDA. 

How  did  we  find  these  companies? 
We  searched  through  nearly  2,500  publicly 
traded  U.S.  technology  stocks,  looking 
for  companies  with  outstanding  five-year 
annualized  sales  growth  as  well  as  consis- 
tent year-over-year  sales  growth  of  10% 
or  more  in  the  same  period.  From  there 
we  looked  for  profitable  firms  with  rev- 
enues of  at  least  $25  million  and  sales 
growth  of  10%  or  better  in  the  latest  12 
months.  F 


SALES 

latest 


Charles  River  Laboratories  international 

drug  testing  services;  supplies  lab  animals 

Cognizant  Technology  Solutions 

IT  services 

Digimarc 

digital  identification  products  &  serv 

Digital  Insight 

Internet  banking  services  for  ba 

Digital  River 

Internet  software  &  services 

Ebay 

online  marketplace  &  auction  servk 


1.15  4b 


0.94  29 


Company 

business 

recent 

change 
(last  52  weeks) 

2004  ESTIMATED 
EPS               P/E 

12-month 
($mil) 

5-year 
growth1 

1-year 
growth2 

Altiris 

software  for  managing  IT  assets 

$39.01 

179% 

$0.79             50 

$87 

149% 

*■ 

Anteon  International 

defense  &  emergency  response  IT  services 

32.51 

31 

1.49            22 

979 

36 

" 

CACI  International 

IT  services 

43.57 

20 

1.88            23 

891 

22 

" 

Prices  as  of  Jarv  16    'Annualized  'Based  on  lalcsi  _ 
Sources:  FT  Interactive  Data;  Renters  Fundamentals 


i  System: 

■■binttma^tmmmmnKmaam 


irg  Financial  Markets. 


104     P  O   R   it   l    s  .  February  '■ 


ARE  YOUR  I.T.  PEOPLE  MOVING  THE 
COMPANY  FORWARD?  OR  ARE  THEY 
TANGLED   UP  IN   OTHER  THINGS? 

It's  hard  to  see  the  big  picture  from  under 
a  desk.  With  SBC  PremierSERVSM  IP  Telephony 
Advantage,  you  can  leave  the  troubleshooting 
to  the  Cisco  certified  SBC  engineers,  available 
2kl7-  So  get  your  voice,  data  and  video  together 
on  one  seamless,  high-speed  network. 
And  your  IT  people  together  on  the  future 
of  your  company.  Go  to  sbc.com/V0IP1. 
SBC.  GOING  BEYOND  THE  CALL.0 


SBC 


(3 


(c 


iC  PremierSERV1''  IP  Telephony  Advantage  is  provided  by  SBC  DataComm.  SBC  DataComm  as  used  herein  refers  collectively  and  individually  to 
K -DataComm,  Inc.;  SBC  DataComm,  a  registered  d/b/a  of  the  SBC  local  exchange  carriers  in  Texas,  Oklahoma,  Arkansas,  Kansas,  Missouri,  and 
lifowia;  and  the  SBC  DataComm  divisions  of  SBC  California  and  SBC  Nevada.  SBC,  the  SBC  logo  and  SBC  PremierSERV  are  trademarks  of  SBC  Knowledge 
mures, LP.  Cisco  Systems,  the  Cisco  logo  and  Cisco  are  registered  trademarks  of  Cisco  Systems,  Inc.  in  the  United  States  and  selected  other  countries. 
I  other  trademarks  and  service  marks  are  the  property  of  their  respective  owners.  ©  200(4.  SBC  Knowledge  Ventures,  L.P.  All  rights  reserved. 
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Company 

business 


change 
reunt  (last  52  weeks) 


2004  ESTIMATED 

EPS  P/E 


SALES 

latest 
12-month        5-year        1-year 
($mil)  growth1       growth2 


Genentech 

drugs  for  cancer  &  other  diseases 

$92.75 

138% 

$3,300 

22% 

26% 

J2  Global  Communications 

Internet-based  messaging  &  comm  services 

27.41 

163 

1.19 

23 

65 

134 

49 

L-3  Communications  Holdings 

aerospace  &  defense  electronics 

49.91 

12 

3.32 

15 

4,886 

42 

43 

LifeCell 

6.73 

132 

0.12 

56 

42 

20 

Medlmmune 

drugs  to  treat  infectious  &  immune  diseases 

22.60 

-26 

0.96 

24 

1,026 

52 

35 

Mercury  Interactive 

programs  to  test  software 

51.70 

48 

1.15 

45 

472 

39 

27 

Nextel  Communications 

wireless  communications  services 

26.50 

104 

1.79 

15 

10,145 

64 

20 

Online  Resources 

Internet  banking  services  for  banks 

7.29 

130 

0.20 

36 

37 

63 

22 

Packeteer 

network  traffic  management  software 

SFBC  International 

drug  development  research  services 

SunGard  Data  Systems 

data  processing  svcs  for  financial  svcs  industry 

Symantec 

antiviral  &  computer  security  software 

UTStarcom 

wireless  &  broadband  switching  equipment 

WebEx  Communications 

Web  audio-  &  videoconferencing  services 

WebSense 

software  to  f:l* 


Prices  as  of  Jar 
Sources:  FT  Inn 


i  latest  12  months 

lanjentals;  Thomson  f<rst  Call  via  FactSet  Researc 


10  Hot  Private  Properties 

These  fast-growing  technologyxompanies  haven't  yeLgqne  public, 

s;  By  MitcKal  Martin 


Company 


Latest  annual 
sales  ($mil) 


Barcoding 

Blackboard 

Cross  Match  Technologies 

Edocs 


Location                           Business 

WD                  Online  advertising                                                                             1 

Makes  souped-up  computers  for  gamers  and  others 

maKer  ot  iviosqurto  rviagner,  wnicn  uses  camon  aioxiae  to 
lure  insects  to  their  deaths 

Bar  code  data  collection  and  wireless  communications  systems 

Offers  software  that  puts  educational  materials  online 

,  FL   Provides  products  &  svcs  for  fingerprint  and  palm  print  security 

Puts  billing  and  account-management  services  online 

Improves  government  efficiency,  largely  by  putting  services  online 

Search  engine  tells  much  about  the  world.                                    1 

Broadband  communications  provider  to  businesses  and  organization 

'3MS00):  Forbes. 
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^tebook  PC. 


as  often  come  in  a  flash.  And  leave  the  same  way. 

It's  $  notebook  PC,  and  with  a  flip  of  the  screen  it's  as  simple  to  use  as  a 
and  pen.  It's  a  Tablet  PC.  Now  when  an  idea  strikes  you  can  sketch  it  out 
jht  on  the  screen.  Plus  it  runs  the  full  range  of  Windows5  XP  compatible 
applications,  including  the  new  Microsoft*  Office  System,  so  they  can  be  at 
your  command  wherever  you  go.  See  it  in  action  at  microsoft.com/tabletpc 


Windows 

Tablet  PC  ^ 


003  Microsoft  Corporation  All  rights  reserved.  Microsoft,  Windows,  the  Windows  logo,  the  Windows  Start  logo,  and  "Your  potential.  Our  passion."  are  either  registered  trademarks 
""irporation  in  the  United  States  and/or  other  countries.  The  names  of  actual  companies  and  products  mentioned  herein  may  be  the  trademarks  of  their  respective 


Marketing 


"Who  Is  This  Guy?" 

A  Canadian  check-printer  comes  out  of  nowhere  to  take  on  Madison  Avenue. 


BY  MELANIE  WELLS 

NEW  PLAYERS  RARELY  JUST  SHOW  UP  ON  MADISON  AV- 
enue,  but  suddenly  Miles  S.  Nadal  has  arrived — and  he 
is  preparing  for  a  $100  million  shopping  spree.  Nadal 
hails  from  the  dreary  check-printing  business  in  the 
cold  climes  of  Canada,  where  he  runs  Nasdaq-traded 
MDC  Partners,  a  Toronto-based  company  that  owns  19  small  to 
midsize  marketing  outfits.  Now  Nadal,  45,  is  in  talks  to  buy  big 
stakes  in  one,  and  perhaps  two,  well-known  New  York  ad  shops: 
Kirshenbaum  Bond  &  Partners  and  Cliff  Freeman  &  Partners. 
"People  are  saying,  "Who  is  this  guy?' "  says  Richard  Kirshenbaum, 


The  man  from 
nowheresville: 
Miles  Nadal 
is  gobbling  up 
ad  agencies. 


who  confirms  he  is  talking  to  Nadal. 

What  an  odd  time  to  be  buying  in.  Ad  agencies  still  haven't 
bounced  back  from  the  shocking  downturn  in  business  that  began 
in  2000;  giants  like  Interpublic  Group  and  Omnicom  are  still  suf- 
fering indigestion  from  some  ill-timed  acquisitions.  Now  comes  a 
nobody  like  Nadal,  who  relishes  the  role  of  in- 
surgent and  fancies  letting  agency  chiefs  keep 
20%  to  49%  of  their  shops.  "Success  is  created 
by  being  bold,  early  and  right,"  he  says. 

He's  been  right  so  far,  anyway.  Last  year 
MDC's  marketing  companies  earned  $23  mil- 
lion in  operating  income  on  revenue  of  $170 
million.  Holdings  include  New  York-based 
Margeotes  Fertitta  &  Partners,  agency  for  Go- 
diva,  and  Miami  hot  shop  Crispin  Porter  & 
Bogusky,  which  handles  BMW's  Mini  Cooper; 
Crispin  sold  a  49%  stake  to  MDC  in  2001. 

Nadal  made  his  own  fortune — as  much  as 
$75  million — printing  checks,  postage  stamps 
and  event  tickets.  He  sold  some  of  those  ven- 
tures to  help  pay  down  $550  million  in  debt, 
with  enough  left  over  for  acquisitions  on  Madi- 
son Avenue  this  year.  Why  shift?  "We  feel  we're 
at  the  right  point  in  the  cycle,"  says  Nadal,  who 
believes  smaller  shops  can  grab  business  from 
clients  disgruntled  with  bigger  agencies. 

Nadal  is  a  self-proclaimed  underdog  who 
so  loved  the  1993  movie  Rudy,  about  a 
scrawny  kid's  dogged  determination  to  play 
football  for  Notre  Dame,  that  he  has  given  out 
300  copies  of  it.  His  mix  of  ego  and  insecurity 
may  be  just  right  for  the  ad  biz.  He  frets  about 
his  weight  (190  pounds)  and  his  receding 
hairline  (seven  transplants).  He  talks  to  his 
mom — who  apparendy  is  more  proud  of  an- 
other son,  a  podiatrist — every  morning  at 
6:30  a.m.  from  his  new  residence  in  the  Ba- 
hamas. He  has  the  requisite  yacht,  an  80-foot 
Lazzara  motor  cruiser;  he  plans  to  meet  the 
boat  at  the  upcoming  International  Advertis- 
ing Festival  in  Cannes,  France.  The  name  of 
the  vessel?  Dare  to  Dream.  F 
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IS  T  A  Y 


Radisson  Cold  Rewards®  card  at  check-in  and  earn  valuable  Cold  Points. 


©Radisson  2004 


WE  USED  TO  DO 

EVERYTHING 
EXCEPT  PAYROLL. 


-D 


NOW,  WE  JUST  DO 
EVERYTHING. 


Hewitt  is  now  the  only  company  that  can  offer  outsourcing  for  all  HR  services,  backed  by  over  60 
years  of  human  capital  management  expertise.  Combine  that  with  Hewitts  industry-leading  process 
and  technology,  and  you  can  understand  why  more  than  half  of  all  FORTUNE  500*  companies  rely  on 
Hewitt.  So  when  it  comes  to  maximizing  your  organization's  talent  investment,  there's  one  company 
I  :rfi  count  on  for,  well,  everything.  For  more  information,  visit  our  Web  sfre  atwww.hewitt.com. 


Hewitt 


HR  &  Benefits  L       lurdng  ■  Payroll  ■  Retirement  &  Enancial  Management  ■  Health  Care  ■  Talent  &  Organizational  Chanf 


©  2004  Hpwilt  Associates  LLC  Fortune  500  is  a  registered  trademark  of  the  Fortune  Magazine  division  of  Time 


Entrepreneurs 


LEO  MCCLOSKEY  claims  he  has  divined  the  secret  to  making  great  wine. 


BYTOMAS  KELLNER 
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Entrepreneurs 


iT  WAS  A  CHEAP  STUNT,  BUT  EFFEC- 
tive.  Leo  McCloskey  lined  up  a 
dozen  vintners  from  the  Robert 
Mondavi  Winery  in  Oakville,  Calif, 
in  the  corporate  tasting  room  and 
asked  them  to  rank  the  contents  of 
ten  bottles.  When  they'd  finished 
swirling,  spitting  and  recording  their  ver- 
dicts, McCloskey  pulled  out  a  sealed 
envelope.  Inside  was  a  list  of  the  same 
wines  ranked  by  a  computer  system  he'd 
programmed  to  determine  quality.  The 
list  matched  dead-on  the  Mondavi 
judges'  winner  and  loser. 

The  gimmick  was  vintage  McCloskey. 
He's  used  it  dozens  of  times  to  drum  up 
business  for  his  Sonoma,  Calif,  wine  con- 
sultancy, Enologix.  "We  have  mathemati- 
cally defined  wine  quality,"  he  says. 

Which  is  something  akin  to  reducing 
love  to  an  algorithm.  Just  how  it's  done  is  a 
closely  guarded  secret.  McCloskey,  53,  al- 
lows that  he  breaks  wine  chemistry  down 
to  such  molecules  as  the  anthocyanins  that 
give  wine  color,  the  catechins  that  give  it 
some  bite  and  the  esters  that  impart  aroma 
(and  thus  taste).  By  tracking  such  elements 
he  can  tell  vintners  how  to  blend  grapes  to 
get  the  best  taste  scores.  He  pools  the  data 
inside  a  cluster  of  Unix  servers  in  his  office 
and  sells  online  access  to  clients.  For  as  lit- 
tle as  $600  a  month,  depending  on  how 
many  cases  they  produce,  they  can  nab  data 
on  the  quality,  aging  potential  and  treat- 
ment of  their  grapes  in  order  to  manage 
their  crops. 

McCloskey  says  his  predictions  have  a 
fair  degree  of  correlation  with  ratings  by 
such  authorities  as  Robert  Parker  and  Wine 
Spectator.  "We  can  tell  the  winemaker  what 
he's  got  fermenting  in  the  barrel  long  be- 
fore the  market  knows,"  says  McCloskey. 
In  December  he  was  already  crunching  re- 
sults for  cabernets  from  the  2003  "harvest. 
The  idea  for  Enologix  dat  s  to  1084, 
when  McCloskey  and  his  wife, !  isan  Ar- 
rhenius,  were  working  on  their  d  .  torates 
in  chemical  ecology  at  UC,  Santa  ( 
ing  on  a  hunch  that  the  chemica 
might  be  linked  to  its  price  and  qua  1 1 1 ; 
Closkey  asked  the  head  of  the  math  de 
partment  to  build  a  statistical  model.  He 
spent  the  next  decade  working  as  a  vine- 
yard manager  and  consultant,  collecting 
data  from  clients'  cellars  and  testing  his  the- 


By  the  Numbers 


ory.  He  even  patented  a  piece  of  his  analy- 
sis for  measuring  alcoholic  esters,  called 
"enzymic  assay  for  acetate  ions." 

By  1990  he  was  ready  to  put  his  model 
on  the  line.  He  approached  the  late  Richard 
Graff,  one  of  the  American  winemakers 
who,  in  1976,  nosed  out  the  best  French 
white  burgundies — Seabiscuit-style — in  a 
blind  tasting  held  by  Parisian  judges.  Graff, 
who  had  an  irreverent  streak  and  great 
connections,  arranged  for  McCloskey  to 
test  the  relationship  between  price  and 
chemistry,  in  the  vaunted  cellars  of  Chateau 
Lafite  Rothschild  in  Pauillac.  The  results: 
In  a  dozen  benchmark  vin- 
tages, from  $200  to  $800  per 
bottle,  changes  in  chemical 
concentrations  shadowed 
prices  just  as  McCloskey  had 
predicted.  He  was  in  busi- 
ness. 

Today  Enologix  stores 
the  chemical  fingerprints  of 
50,000  wines,  plus  data  on 
flavors  of  oak  barrels,  cli- 
mate and  thousands  of  sam- 
ples of  vineyard  soil.  Mc- 
Closkey linked  four  robotic 
grape  and  wine  testers  and 
a  battery  of  chromatographs 
to  the  database.  They  assay 
murky  samples  of  wine  so 
young  that  their  features 
can't  be  discerned  by  the 
most  effete  palates  and  pro- 
vide data  on  quality  and 
aging  potential;  they  can 
simulate  blends,  even  pick 
the  right  kind  of  oak  barrel. 
His  staff  of  14  includes  an 
analytical  chemist  and  a 
couple  of  chemistry  Ph.D.s, 
as  well  as  a  chief  informa- 
tion officer.  "We  can  make 
great  wines  in  an  orderly 
fashion,"  McCloskey  says. 

Great — meaning  wines 
garnering  high  marks  from  the  fearsome 
i  Parker.  This  former  Maryland 
ini    red    is  nose  for  $1  mil- 
[f-appointed  custodian  of 
Ameri  >  e  taste,  Since  the  U.S.  is  the 

nporter,  his  100-point  rat- 
inj      r   •  ely  makes  the  world  mar- 

ket "Declinii ,  Parker  scores  are  the  kiss  of 


death  for  many  wineries  from  Tierra  del 
Fuego  to  the  Langhe  Hills"  in  Italy,  says 
wine  writer  Lawrence  Osborne,  author  of 
The  Accidental  Connoisseur.  A  10-point 
drop  near  the  top  could  mean  as  much  as 
$100  less  per  bottle  at  retail.  A  bad  rating 
coupled  with  a  poor  harvest  can  be  ex- 
ceedingly painful  to  a  vineyard. 

McCloskey  claims  that  Parker's  nose 
can  be  predicted  and  plotted.  "It  already 
exists  today  in  the  barrel,"  he  says.  There 
are  believers  among  McCloskey's  75 
clients,  which  include  Diageo's  Beaulieu 
and  St.  Francis;  the  expensive  boutiques 


In  Vino  Prof  itas 

We're  drinking  more  wine— and  paying  more  for  it. 

$21.1  bilHOn  Wine  sales  in  the  U.S.  (2002), 
up  92%  from  1993. 

£.  /  /O  Share  of  chardonnay  (most  popular  wine). 

595  milliOII  gallOnS  What  Americans 
drank  in  2002,  up  33%  from  1993. 

%J£  /O  California's  share  of  total  wine  production. 


Source.  Wine  Institute. 


Diamond  Creek  and  Ridge  Vineyard;  and 
Kobrand,  the  large  French  distributor  of 
U.S.  wines.  "I  can  tell  you  from  his  data 
that  I've  looked  at  and  from  his  work 
with  other  wineries  that  he's  got  a  very 
high  correlation,"  attests  William  Leigon, 
president  of  Hahn  Estates  winery  and  a 
McCloskey  client.  "It  tends  to  be  plus  or 
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TRIVE  TO  BE  YOUR  BEST 


No  other  ED  treatment  is  proven  to  work 
better  the  first  time  than  LEVITiR A 


LEVITRA  is  a  treatment  for  erectile  dysfunction 
(ED)  that  consistently  improves  erection  quality 
for  most  men: 

•  LEVITRA  works  the  first  time,  time  and  again 
Some  men  may  require  additional  attempts 


LEVITRA  works  to  improve  the  quality  of 
erectile  function 

LEVITRA  improves  duration,  hardness,  and 
the  ability  to  attain  an  erection 

LEVITRA  works  fast 


It  doesn't  matter  if  the  challenge  is  on  the  field  or  off -I  always  strive  to 
be  the  best.  For  ED,  I  found  something  that  works  for  me,  LEVITRA.1 

-  Mike  Ditka,  NFL  Hall  of  Fame  player  and  coach 


EVITRA  is  a  medicine  that  may  be  used  up  to  once  a  day  to  treat 
rectile  dysfunction  (ED).  LEVITRA  is  for  use  by  prescription  only, 
ten  taking  nitrate  drugs,  often  used  to  control  chest  pain  (also 
mown  as  angina),  should  not  take  LEVITRA.  Men  who  use 
Ipha-blockers,  sometimes  prescribed  for  tiigh  blood  pressure  or 
rostate   problems,   also  should   not  fake   LEVITRA.  Sucji 
combinations  could  cause  blood  pressure  to  drop  to  an  unsafe 
evel.  The  most  commonly  reported  side  effects  are  headache, 
flushing,  and  stuffy  or  runny  nose.  M^i  who  experience  an 
section  for  more  than  four  hours  should  seek  immet 
ledical  attention.  You  should  not  take  LEVITRA  if  your  dc 
letermines  that  sexual  activity*  poses  a  health  risk  for 
EVITRA  does  not  protect  against  sexuaHy  transmitted  diseases. 


Bayer  HealthCare 

Pharmaceuticals 

2003  Bayer  Pharmaceuticals  Corporation 
Ml  riahts  reserved.  PD1011303  12/03 


Printed  in  the  USA.  LEV403R0 


.B/ITRA  is  a  registered  trademark  of  Bayer  Aktiengesellschaft    j 
and  is  used  under  license  by  GlaxoSmithKline.    ! 


*  Among  orally  administered  ED  treatments. 
'  Individual  results  may  vary. 

Please  see  adjacent  Patient  Information  for  more  about 
LEVITRA  (2.5  mg,  5  mg,  10  mg,  and  20  nig)  tablets. 


Ask  your  doctor  if  a  free  sample 
of  LEVITRA  is  right  for  you. 


LEVITRA 

(VARDENAFIL  HCI) 
StMINTHEGAft 


1.866. LEVITRA 
www.LEVITRA.com 


Patient  Information 

LEVITRA®  (Luh-VEE-Trah) 

(vardenafil  HCI)  Tablets 


08669034  IP 


8/03 


Read  the  Patient  Information  about  LEVITRA  before  you  start  taking  it 
and  again  each  time  you  get  a  refill.  There  may  be  new  information. 
You  may  also  find  it  helpful  to  share  this  information  with  your  partner. 
This  leaflet  does  not  take  the  place  of  talking  with  your  doctor.  You 
and  your  doctor  should  talk  about  LEVITRA  when  you  start  taking  it 
and  at  regular  checkups  If  you  do  not  understand  the  information,  or 
have  questions,  talk  with  your  doctor  or  pharmacist. 

WHAT  IMPORTANT  INFORMATION  SHOULD  YOU  KNOW  ABOUT 

LEVITRA? 

LEVITRA  can  cause  your  blood  pressure  to  drop  suddenly  to  an 

unsafe  level  if  it  is  taken  with  certain  other  medicines.  With  a  sudden 

drop  in  blood  pressure,  you  could  get  dizzy,  faint,  or  have  a  heart 

attack  or  stroke 

Do  not  take  LEVITRA  if  you: 

•  take  any  medicines  called  "nitrates ." 

•  use  recreational  drugs  called  "poppers"  like  amyl  nitrate  and 
butyl  nitrate. 

•  take  medicines  called  alpha-blockers. 
(See  "Who  Should  Not  Take  LEVITRA?") 

Tell  all  your  healthcare  providers  that  you  take  LEVITRA.  If  you 
need  emergency  medical  care  for  a  heart  problem,  it  will  be  important 
for  your  healthcare  provider  to  know  when  you  last  took  LEVITRA. 

WHAT  IS  LEVITRA? 

LEVITRA  is  a  prescription  medicine  taken  by  mouth  for  the  treatment 
of  erectile  dysfunction  (ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when 
a  man  is  sexually  excited,  or  when  he  cannot  keep  an  erection.  A  man 
who  has  trouble  getting  or  keeping  an  erection  should  see  his  doctor 
for  help  if  the  condition  bothers  him.  LEVITRA  may  help  a  man  with 
ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

LEVITRA  does  not: 

•  cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases, 
including  HIV.  Speak  to  your  doctor  about  ways  to  guard  against 
sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

LEVITRA  is  only  for  men  with  ED.  LEVITRA  is  not  tor  women  or 
children.  LEVITRA  must  be  used  only  under  a  doctor's  care. 

HOW  DOES  LEVITRA  WORK? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical 
response  is  to  increase  blood  flow  to  his  penis.  This  results  in  an 
erection.  LEVITRA  helps  increase  blood  flow  to  the  penis  and  may 
help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his 
penis  decreases,  and  his  erection  goes  away. 

WHO  CAN  TAKE  LEVITRA? 

Talk  to  your  doctor  to  decide  if  LEVITRA  is  right  for  you. 
LEVITRA  has  been  shown  to  be  effective  in  men  over  the  age  of  18 
years  who  have  erectile  dysfunction,  including  men  with  diabetes  or 
who  have  undergone  prostatectomy. 

WHO  SHOULD  NOT  TAKE  LEVITRA? 
Do  not  take  LEVITRA  if  you: 

•  take  any  medicines  called  "nitrates'1  (See  "What  important  infor- 
mation should  you  know  about  LEVITRA?").  Nitrates  are 
commonly  used  to  treat  angina.  Angina  is  a  symptom  of  heart  dis- 
ease and  can  cause  pain  in  your  chest,  jaw.  or  down  your  arm. 
Medicines  called  nitrates  include  nitroglycerin  that  is  found  in 
tablets,  sprays,  ointments,  pastes,  or  patches.  Nitrates  can  also  be 
found  in  other  medicines  such  as  isosorbide  dinitrate  or  isosorbide 
mononitrate.  Some  recreational  drugs  called  "poppers"  also  contain 
nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  LEVITRA 
it  you  are  using  these  drugs.  Ask  your  doctor  or  pharmacist  if  you 
are  not  sure  if  any  of  your  medicines  are  nitrates. 

•  take  medicines  called  "alpha-blockers."  Alpha-blockers  are  some- 
times prescribed  for  prostate  problems  or  high  blood  pressure.  If 
LEVITRA  is  taken  with  alpha-blockers,  your  blood  pressure  could 
suddenly  drop  to  an  unsafe  level.  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual 
activity  because  ol  health  problems.  Sexual  activity  can  put  an 
extra  strain  on  your  heart,  especially  if  your  heart  is  already  weak 
from  a  heart  attack  or  heart  disease. 

•  are  allergic  to  LEVITRA  or  any  ol  its  ingredients.  The  active  ingre- 
dient in  LEVITRA  is  called  vardenafil.  See  the  end  of  this  leaflet  for  a 
complete  list  of  ingredients. 

WHAT  SHOULD  YOU  DISCUSS  WITH  YOUR  DOCTOR  BEFORE 
TAKING  LEVITRA? 

Belore  taking  LEVITRA,  tell  your  doctor  about  all  your  medical 
problems,  including  if  you: 

•  have  heart  problems  such  as  angina,  heart  failure,  irregular  heart- 
beats, or  have  had  a  heart  attack.  Ask  your  doctor  if  it  is  safe  for  you 
to  have  sexual  activity. 

•  have  low  blood  pressure  or  have  high  blood  pressure  that  is  not 
controlled 

•  have  had  a  stroke 

•  or  any  family  members  have  a  rare  heart  condition  known  as 
prolongation  ol  the  QT  interval  (long  OT  syndrome) 

•  have  liver  problems 

•  have  kidney  problems  and  require  dialysis 

•  have  retinitis  pigmentosa,  a  rare  genetic  (runs  in  families)  eye  disease 

•  have  stomach  ulcers 

•  have  a  bleeding  problem 

•  have  a  deformed  penis  shape  or  Peyronie's  disease 

•  have  had  an  erection  that  lasted  more  than  4  hours 

•  have  blood  cell  problems  such  be  "ickle  cell  anemia,  multiple 
myeloma,  or  leukemia 

CAN  OTHER  MEDICATIONS  AFFECT  LEVITRA? 

Tell  your  doctor  about  all  the  medicines  you  take  including  prescnption 
and  non-prescription  medicines,  vitamins,  and  herbal  supplements 
LEVITRA  and  other  medicines  may  affect  each  other  Always  check 
with  your  doctor  belore  starling  or  stopping  any  medicines. 
Especially  tell  your  doctor  it  you  take  any  of  the  following: 


•  medicines  called  nitrates  (See  "What  important  information  should 
you  know  about  LEVITRA?") 

•  medicines  called  alpha-blockers.  These  include  Hytrin®  (terazosin 
HCI).  Flomax®  (tamsulosin  HCI),  Cardura©  (doxazosin  mesylate), 
Minipress®  (prazosin  HCI)  or  Uroxatral®  (alfuzosin  HCI). 

•  medicines  that  treat  abnormal  heartbeat.  These  include  quinidine. 
procainamide,  amiodarone  and  sotalol. 

•  ritonavir  (Norvir®)  or  indinavir  sulfate  (Crixivan®) 

•  ketoconazole  or  itraconazole  (such  as  Nizoral®  or  Sporanox®) 

•  erythromycin 

•  other  medicines  or  treatments  for  ED 

HOW  SHOULD  YOU  TAKE  LEVITRA? 

Take  LEVITRA  exactly  as  your  doctor  prescribes.  LEVITRA  comes  in 
different  doses  (2.5  mg,  5  mg,  10  mg.  and  20  mgV  For  most  men, 
the  recommended  starting  dose  is  10  mg.  Take  LEVITRA  no  more 
than  once  a  day.  Doses  should  be  taken  at  least  24  hours  apart. 
Some  men  can  only  take  a  low  dose  ot  LEVITRA  because  of  medical 
conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the 
dose  that  is  right  for  you 

•  If  you  are  older  than  65  or  have  liver  problems,  your  doctor  may 
start  you  on  a  lower  dosetif  LEVITRA. 

•  If  you  are  taking  certain  other  medicines  your  doctor  may  prescribe 
a  lower  starting  dose  and  limit  you  to  one  dose  of  LEVITRA  in  a 
72-hour  (3  days)  period. 

Take  1  LEVITRA  tablet  about  1  hour  (60  minutes)  before  sexual  activity. 
Some  form  of  sexual  stimulation  is  needed  for  an  erection  to  happen 
with  LEVITRA.  LEVITRA  may  be  taken  with  or  without  meals. 
Do  not  change  your  dose  of  LEVITRA  without  talking  to  your  doctor 
Your  doctor  may  lower  your  dose  or  raise  your  dose,  depending  on 
how  your  body  reacts  to  LEVITRA. 

If  you  take  too  much  LEVITRA,  call  your  doctor  or  emergency  room 
right  away. 

WHAT  ARE  THE  POSSIBLE  SIDE  EFFECTS  OF  LEVITRA? 

The  most  common  side  effects  with  LEVITRA  are  headache,  flushing, 
stuffy  or  runny  nose,  indigestion,  upset  stomach,  or  dizziness.  These 
side  effects  usually  gn  away  after  a  few  hours.  Call  your  doctor  if  you 
get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

LEVITRA  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism).  If  you  get  an  erection 
that  lasts  more  than  4  hours,  get  medical  help  right  away.  Priapism 
must  be  treated  as  soon  as  possible  or  lasting  damage  can  happen 
to  your  penis  including  the  inability  to  have  erections. 

•  vision  changes,  such  as  seeing  a  blue  tinge  to  objects  or  having 
difficulty  telling  the  difference  between  the  colors  blue  and  green. 

These  are  not  all  the  side  effects  of  LEVITRA.  For  more  information, 
ask  your  doctor  or  pharmacist. 

HOW  SHOULO  LEVITRA  BE  STORED? 

•  Store  LEVITRA  at  room  temperature  between  59°  and  86°  F 
(15°  to  30°  C). 

•  Keep  LEVITRA  and  all  medicines  out  of  the  reach  of  children. 

GENERAL  INFORMATION  ABOUT  LEVITRA. 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those 

described  in  patient  information  leaflets.  Do  not  use  LEVITRA  tor  a 

condition  for  which  it  was  not  prescribed.  Do  not  give  LEVITRA  to 

other  people,  even  if  they  have  the  same  symptoms  that  you  have.  It 

may  harm  them. 

This  leaflet  summanzes  the  most  important  information  about  LEVITRA. 

If  you  would  like  more  information,  talk  with  your  healthcare 

provider  You  can  ask  your  doctor  or  pharmacist  for  information 

about  LEVITRA  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www.LEVITRA.com.  or  call 

1-866-LEVITRA. 

WHAT  ARE  THE  INGREDIENTS  OF  LEVITRA? 

Active  Ingredient:  vardenafil  hydrochloride 

Inactive  Ingredients:  microcrystalline  cellulose,  crospovidone,  colloidal 

silicon  dioxide,  magnesium  stearate,  hypromellose,  polyethylene 

glycol,  titanium  dioxide,  yellow  ferric  oxide,  and  red  ferric  oxide. 

Norvir  (ritonavir)  is  a  trademark  of  Abbott  Laboratories 
Crixivan  (indinavir  sulfate)  is  a  trademark  of  Merck  &  Co.,  Inc. 
Nizoral  (ketoconazole)  is  a  trademark  of  Johnson  &  Johnson 
Sporanox  (itraconazole)  is  a  trademark  of  Johnson  &  Johnson 
Hytrin  (terazosin  HCI)  is  a  trademark  of  Abbott  Laboratones 
Flomax  (tamsulosin  HCI)  is  a  trademark  of  Yamanouchi 
Pharmaceutical  Co.,  Ltd. 

Cardura  (doxazosin  mesylate)  is  a  trademark  ot  Pfizer  Inc. 
Minipress  (prazosin  HCI)  is  a  trademark  of  Pfizer  Inc. 
Uroxatral  (alfuzosin  HCI)  is  a  trademark  ot  Sanofi-Synthelabo 
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Entrepreneurs 

minus  five  points" — which,  to  the  unini- 
tiated anyway,  sounds  like  a  lot.  Then, 
again,  the  reviews  of  vaunted  critics  can 
vary  as  much  as  six  points  on  the  same 
bottle  of  wine. 

Leigon  contends  that  McCloskey 
helped  save  him  from  ruin.  In  2001  the 
1,000-acre  Hahn  vineyard  was  producing 
way  too  many  grapes  and  making  wine 
that  everyone  agreed  was  awful.  Using 
Enologix  data  for  comparable  vineyards 
and  a  grape  varietal  as  a  yardstick,  Leigon 
reduced  the  crop  from  5  tons  per  acre  to  3. 
Last  year  he  got  intense  cabernet  grapes, 
just  as  he  wanted,  and  sent  the  fruit  to 
McCloskey  for  flavor  analysis.  To  time  his 
harvest  he  relied  on  flavor  data  to  deter- 
mine ripeness,  in  addition  to  measuring 
sugar  content,  which  may  fluctuate  with 
weather  spells.  When  McCloskey's  com- 
puter run  indicated  that  the  grapes  fell 
within  5%  of  the  desired  Bordeaux-style 
cabernet  Leigon  wanted  to  make,  he  sent 
out  pickers. 

Leigon  says  that  his  business  has 
tripled  since  2001,  shipping  260,000  cases 
last  year  and  shooting  for  400,000  cases  in 
2004.  His  critic  ratings  went  up  10  points. 
Although  he  needs  to  score  consistently 
over  90  for  at  least  three  years  to  be  able  to 
raise  prices,  Leigon  says  he  was  able  to 
eliminate  heavy  discounting. 

Diamond  Creek,  whose  vintage 
cabernet  sells  for  $400  a  bottle,  is  also  a 
believer.  Enologix  is  helping  its  wine- 
makers  select  and  blend  the  best  grape 
juice  at  the  very  early  stage  so  the  pre- 
mium crop  will  go  into  the  best  barrels. 
"The  palate  can  tell  you  that  the  wine  is 
tannic,  but  it  can't  tell  you  what  the  num- 
ber is,"  says  Diamond  Creek's  founder, 
Al  J.  BroLinstein.  "Enologix  is  a  tool — like 
the  word  processor.  It  gives  us  more 
power,  but  ultimately  the  winemaker  has 
to  make  the  wine." 

McCloskey,  meantime,  says  he  is  mak- 
ing money,  netting  $650,000  pretax  on  rev- 
enue of  $  1 .6  million  last  year.  His  goal  is  to 
turn  Enologix  into  the  Dun  &  Bradstreet 
of  winemaking.  "The  trading  model, 
whether  it's  cars  or  wine,  says  that  the  con- 
SLimer  doesn't  believe  the  producer,"  says 
McCloskey.  But  will  they  believe  the  guy 
who  turns  one  of  the  most  sensual  experi- 
ences into  binary  code?  F 


DUBAI 

EXPECT    IT   ALL 


TO  SEE  WHERE  DUBAI'S  HEADED, 
TAKE  A  LOOK  AT  THE  HORIZON. 

>ai  has  taken  just  30  years  to  reach  income  levels  comparable  with  the  world's  leading  industrialised  nations.  Some  say  it's 
ause  the  city  is  perfectly  positioned  serving  an  area  that  contains  a  population  of  over  1.6  billion  people  with  a  net  GDP  in  excess 
1.1  trillion.  Others  say  Dubai's  wealth  lies  in  its  natural  resources.  But  it's  only  once  you've  visited  Dubai,  and  shared  the  vision 
s  people  that  you  discover  the  true  source  of  the  city's  wealth.  To  know  more  visit  www.dubaiexpect.com 
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Get  to  know  the  Champions  Tour  in  2004.  With  galleries  inside  the  ropes, 
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the  caddie-for-a-day  program  and  honorary  observers,  the  Champions  Tour  can 

diaries  schwab 

ChampionsI 

get  you  closer  to  all  of  the  action.  If  you  can't  be  there  in  person,  The  Golf 

TOUR        / 

Channel  provides  access  to  live  on-course  instruction  and  commentary  from 

c 

Get  Inside  the  Game. 

the  players.  Either  way  you  can  get  inside  the  game  with  the  Champions  Tour. 

The  Golf  Channel' 

www.PGATOUR.COM 

4  PGA  TOUR,  Inc. 

oney  &  Investing 


THE  FUNDS 


ill" 


mil! 


ra 


Head  of  the  class:  Allison 
takes  on  low-cost  rivals' 
Vanguard,  T.  Rowe  Price 
and  Fidelity.. 
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The  Giant  Awakes 

Under  ex-Merrill  tough  guy  Herbert  Allison,  TIAA-CREF  is  set  to  become  a  mutual  fund 
powerhouse.  The  funds  are  cheap.  He  wants  to  make  them  cheaper  I  by  Christopher  helman 
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THE  IRON  TRIANGLE  OF  VAN- 
guard,  Fidelity  and  T.  Rowe 
Price  has  long  ruled  the 
world  of  no-load,  low-cost 
mutual  funds.  But  now  a 
fourth  fund  family,  some- 
thing called  TIAA-CREF,  is  bidding  to  be- 
come a  presence  there.  Until  the  late 
1990s  TIAA-CREF  was  exclusively  a  low- 
key  manager  of  retirement  plans  for 
colleges  and  other  nonprofits.  Now, 
under  ex-Merrill  Lynch  honcho  Herbert 
Allison,  the  stodgy  old  beast  is  getting 
some  sizzle. 

TIAA-CREF  (for  Teachers  Insurance  & 
Annuity  Association-College  Retirement 
Equities  Fund)  made  waves  in  the 
Nineties  as  an  ardent  advocate  of  "social 
responsibility"  and  corporate  governance 
reforms.  Today,  with  18  young  funds  for 
retail  customers,  TIAA-CREF  offers  most 
popular  investing  styles,  from  growth 
stocks  to  junk  bonds.  Allison  plans  to  roll 
out  more  in  the  next  year. 


Paying  more  for  a  bevy  of  high-powered 
managers  would  be  expensive.  Allison 
accepts  that  philosophy,  but  seeks  to 
enhance  returns  by  reducing  expenses 
still  more.  And  after  years  of  sleepy  ser- 
vice to  millions  of  retired  teachers,  TIAA- 
CREF  must  do  a  far  better  job  doting  on 
customers  and  cross-selling  to  them. 

"We're  going  to  be  the  best  at  what  we 
do.  The  assets  will  follow,"  vows  Allison, 
60.  He  joined  TIAA-CREF  in  late  2002, 
3  years  after  being  passed  over  for  the  top 
job  at  Merrill  Lynch,  where  he'd  put  in  28 
years.  Since  then  he  has  abandoned  a  few 
unprofitable  businesses  and  begun  chop- 
ping at  the  firm's  $1.5  billion  in  annual 
costs,  aiming  for  $300  million  in  cuts  by 
the  end  of  next  year — even  as  he  spends 
over  $150  million  on  better  technology,  a 
new  network  of  customer  centers  and  a 
splashy  new  ad  campaign. 

Allison  clearly  wants  to  run  TIAA- 
CREF  more  like  a  Wall  Street  firm,  moving 
in  on  the  retail  turf  of  Fidelity  and  Van- 


It's  Academic 

TIAA-CREF  offers  most  major  investment  styles,  but  1 
are  some  of  the  more  promising  TIAA-CREF  funds.  Re 

Inception 
TIAA-CREF  Fund                                                  date 

acks  rivals'  vast  array  of  choices.  Here 
turns  are  mixed,  but  expenses  are  low. 

TOTAL  RETURN                 Annual 

since             latest 
inception       12  months 

expenses 
per  $100 

Bond  Plus                                                   Sept.  '97 

7.5%             6.3% 

$0.30 

Equity  Index                                                 Apr.  00 

-5.0             28.5 

0.26 

High-Yield  Bond                                         Apr.  00 

8.6             22.2 

0.34 

Managed  Allocation                                  Sept.  '97 

5.8             22.1 

0.39 

Short-Term  Bond                                        Apr.  '00 

7.6                4.4 

0.30 

Social  Choice  Equity                                    Apr.  00 

-4.9              27.5 

0.27 

Performance  through  Jan.  15.  Source:  Momingslar. 

TIAA-CREF's  low  fees  make  its  funds 
among  the  best  bargains  anywhere.  On 
average,  TIAA-CREF's  retail  funds  tie  those 
of  Vanguard,  charging  only  0.34%  of 
assets  yearly,  says  fund  tracker  Lipper.  A 
big  reason  is  that  both  are  nonprofits, 
unlike  T.  Rowe  Price,  which  levies  0.87% 
in  fees,  and  Fidelity  (0.92%).  The  average 
domestic  equity  fund  charges  i  princely 
1.5%  and  climbing. 

TIAA-CREF  funds'   pen  i    is 

respectable  at  best,  not  great.  And  that'; 
by  design.  The  company  has  long  sought 
to  meet  or  slightly  exceed  its  benchmarks. 


guard.  Currently  retail  funds  make  up 
only  1.3%  of  TIAA-CREF  assets.  Yet  he  also 
must  stop  them  from  eating  into  TIAA- 
CREF's  mainstay  of  providing  pensions 
and  annuities  for  the  tweedy  set;  his 
funds'  share  of  that  market  is  down  to 
50%  from  70%  1 5  years  ago. 

To  thrust  TIAA-CREF  into  the  pan- 
theon of  its  better-known  rivals,  Allison 
hopes  to  capitalize  on  two  innate  advan- 
tages: sheer  size  (some  $300  billion  in 
assets  overall,  most  of  it  tied  up  in  annu- 
ity products  and  the  retirement  plans  of 
3  million  participants)  and  a  pristine 


image  untarnished  by  the  recent  mutual 
fund  scandals.  TIAA-CREF's  new  $40  mil- 
lion ad  blitz  this  year  aims  to  popularize 
his  little-known  brand,  an  effort  on  par 
with  Fidelity's  ad  budget  and  double  Van- 
guard's. And  though  Allison  contends 
otherwise,  the  campaign  could  pressure 
Vanguard. 

Vanguard  founder  John  Bogle,  some- 
times at  odds  with  his  company's  ne\ 
management,  welcomes  the  challenge: 
"I've  always  thought  that  Vanguard  needs 
a  cost  competitor,"  he  says. 

Soon  after  arriving,  Allison  sicced 
McKinsey  &  Co.  on  TIAA-CREF's  bloated 
structure.  Under  former  chief  John  Biggs, 
who  declines  comment,  head  count 
swelled,  in  both  bull  and  bear  markets,  by 
1,400  from  1998  to  2002.  At  Merrill,  Alli- 
son had  overseen  the  firing  of  3,400  in 
1998.  With  McKinsey's  input  guiding  the 
company's  self-assessment,  he  axed  500  of 
TIAA-CREF's  6,500  employees  last  Septem- 
ber, an  unprecedented  stroke  that  acade- 
mic types  deemed  excessive.  (Nor 
did  they  like  his  $8  million  salary.) 
TIAA-CREF  also  is  moving 
back-office  staff  to  Charlotte,  N.C., 
where  costs  are  a  fraction  of  what 
they  are  in  New  York,  while  con- 
centrating future  growth  closer  to 
clients  in  Boston,  San  Francisco 
and  at  regional  offices.  And  Alli- 
son has  jettisoned  businesses  that 
lost  money  or  had  little  potential. 
"We're  not  going  to  waste  any  of 
our  participants'  assets  subsidiz- 
ing services  that  don't  generate  any 
returns,"  he  says.  Gone  are  TIAA- 
CREF's  red-ink-bleeding  group  life 
and  disability  insurance  offerings. 
He  is  selling  off  46,000  long-term-care 
policies  to  MetLife. 

Allison  even  claims  to  have  pur- 
posefully given  up  managing  the  $2  bil- 
lion New  York  529  college  savings  plan, 
a  product  directed  at  parents — a  loss 
that  many  termed  a  defeat  for  TIAA- 
CREF.  When  the  account  came  up  for 
rebid  last  year,  Allison  upped  the  fees 
from  0.6%  to  0.8%,  a  level  where  it 
would  become  profitable.  Vanguard, 
asking  0.6%,  walked  away  with  the  ac- 
count. The  loss  busted  TIAA-CREF  down 
to  sixth  place  among  529  plan  providers. 
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David  Latter,  Chairman,  Morehouse  Foods 


The  bank  of  David 


works  well  with  family-owned  business 


opened  a  line  of  credit  for  a  new  line  of  mustards 


financed  the  commercial  mortgage  for  Morehouse's  new  headquarters 


thinks  strong  relationships  are  the  spice  of  life 


likes  the  color  yellow  almost  as  much  as  green. 
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Vanguard  now  is  fourth. 

The  hard  focus  on  cost-cutting  wor- 
ries some  on  the  staff.  To  make  nice  with 
his  work  force,  Allison  encourages 
employees  to  e-mail  him  their  concerns, 
many  of  which  get  addressed  on  the 
"Rumors  of  the  Week"  section  of  the 
company  intranet.  A  recent  myth  dis- 
pelled: that  yet  another  round  of  layoffs 
was  slotted,  for  Christmas. 

But  reducing  costs  will  be  critical  to 
shoring  up  his  funds'  so-so  returns.  TIAA- 
CREF's  Growth  Equity  Fund,  opened 
three  years  ago,  slightly  lags  its  bench- 
mark, the  Russell  1000  Growth  Index — 
by  two  percentage  points.  New  managers 
Gregory  Luttrell  and  David  Fording  tried 
to  beat  the  bogey  by  overweighting  IBM 
last  year,  but  the  stock  trailed  some  of 
tech's  racier  names.  "They've  been  quite 
a  disappointment,"  says  Morningstar 
analyst  Christopher  Davis  of  Growth 
Equity. 

Or  have  they?  With  a  mere  0.45%  in 
expenses,  investors  get  a  good  value — and 


TIAA-CREF  hopes  they  will  see  the  IBM  bet 
eventually  prove  successful.  Plus,  at  TIAA- 
CREF,  coming  close  to  the  index  is  no  dis- 
grace. One  of  the  best  on  TIAA-CREF's  ros- 
ter, Bond  Plus,  which  covers  the  entire 


and  particular  units'  performances.  Man- 
agers get  reviewed  twice  a  year,  and  high 
performers  are  rewarded.  In  anonymous 
questionnaires,  employees  said  raises 
used  to  be  doled  out  on  a  more  political 


"We're  going  to  be  the  best  at  what 
we  do.  The  assets  will  follow." 


span  of  the  bond  market,  has  had  an 
annual  average  return  of  6.9%  over  the 
past  five  years — shy  of  that  field's  champ, 
Pimco  Total  Return,  with  7.2%.  But  Bond 
Plus  has  beaten  its  benchmark,  the 
Lehmann  Brothers  Aggregate  Index,  by 
one  point  over  the  period.  The  main 
stock  fund  in  the  academic  retirement 
program  has  returned  10.5%  annually 
since  its  1952  inception,  trailing  the  S&P 
500  by  just  0.3  points  over  its  lifetime. 

To  ensure  he  gets  the  best  from  his 
managers  and  other  staffers,  the  TIAA- 
CREF  chief  has  overhauled  the  pay  plan. 
Raises  now  are  linked  to  the  company's 


basis;  boat-rockers  were  not  favored. 

The  harsh  truth  for  Allison  is  that 
TIAA-CREF  can  no  longer  take  for  granted  , 
the  academic  market,  the  foundation  of 
its  being.  Under  Biggs,  customer  service 
for  academic  accounts  was  lacking.  No 
attempts  were  made  to  cross-sell  to 
800,000  "dormant"  participants,  those 
with  money  just  sitting  in  TIAA-CREF  who 
had  left  academia  years  before. 

Allison's  strategy  is  for  TIAA-CREF  to 
act  as  a  kind  of  switchboard  connecting 
them  with  the  highest-quality,  lowest-cost 
options  for  investments,  insurance,  long- 
term  care  and  stock  brokerage.  Someday 


T. Rowe  Price.  No-load  funds 

with 

proven 

performance: 

1  year 

5  year 

10  year 

Balanced  Fund 

21.71% 

3.77% 

8.81% 

Lipper  Balanced  Funds  Average 

19.09% 

2.35% 

8.09% 

Blue  Chip  Growth  Fund 

Lipper  Large-Cap  Core  Funds  Average 

29.75% 

25.59% 

-0.32% 

-1.75% 

11.13% 

8.78% 

Equity  Index  500  Fund 

Lipper  S&P  500  Funds  Average 

28.31% 

27.78% 

-0.83% 

-1.12% 

10.76% 

10.64% 

Growth  Stock  Fund 

Lipper  Large-Cap  Core  Funds  Average 

31.23% 

25.59% 

2.23% 

-1.75% 

11.22% 

8.78% 

Spectrum  Growth  Fund 

Lipper  Multi-Cap  Core  Funds  Average 

34.09% 

29.89% 

3.75% 

2.49% 

9.80% 

9.79% 

Average  annual  total  returns  are  as  of  12/31/03. 

Mutual  funds  are  subject  to  market  risk,  and  past  performance  can't  guarantee 
future  results.  When  assessing  performance,  investors  should  consider  both 
short-  and  long-term  returns. 

For  more  information,  includii\;i  isks,  li      lid  expenses,  request  a  fund  profile  or  prospectus;  read  it  carefully  belore  investing. 

For  updated  performance  informal  on,  pi  is    i  '  our  Web  site  oi  contact  a  I.  Rowe  Price  representative.  Average  annual  total 

return  figures  include  changes  in  prii  i  ip  i  iral  Is  and  capital  gain  distributions,  Investment  return  and  principal 

value  will  vary,  and  shares  may  b(  m   h  mi  i  I  e  iemplion  than  al  original  purchase.  !AII  funds,  including  separate 

share  classes,  more  than  six  months  oil  ,   d  in  this  study.  (Source  lor  data:  Lipper  Inc.)  T.  Rowe  Price 

Investment  Services,  Inc.,  Distributor,  IRA0684I5 
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diat  could  mean  TIAA-CREF  recommend- 
ing long-term-care  insurance  from 
MetLife  or  even  sector  funds  from  com- 
petitors. TIAA-CREF  participants  would 
hen  monitor  and  manage  those  out- 
sourced accounts  via  TIAA-CREF's 
planned  Internet-based  platform. 

When  he  arrived  at  TIAA-CREF,  Alli- 
son was  shocked  to  find  that  only  25%  of 
employees  had  any  interaction  with 
clients.  He  wants  to  boost  that  to  50%, 
more  in  line  with  industry  averages.  To 
set  an  example,  Allison  personally  serves 
five  academic  accounts,  including  that  of 
his  alma  mater,  Stanford. 

Stanford  officials  need  the  care.  They 
got  irritated  with  TIAA-CREF  last  year  for 
its  seeming  unwillingness  to  merge  its 
online  account-access  functions  with 
those  of  Stanford's  other  retirement 
providers.  Fidelity  and  Vanguard  offered 
account  access  and  recordkeeping 
through  Fidelity's  network,  but  if  a  pro- 
fessor wanted  to  change  anything  on  his 
TIAA-CREF  accounts,  he  could  do  it  only 


through  the  TIAA-CREF  Web  site.  Stanford 
personnel  official  Diane  Peck  calls 
Fidelity  extremely  helpful  in  joining  Van- 
guard to  its  platform,  but  says  TIAA-CREF 
was  reluctant  to  cooperate. 

In  defense  Allison  says  TIAA-CREF  of- 
fers participants  complete  historical 
recordkeeping  on  its  site,  the  kind  of 
data  that  Fidelity's  platform  had  no 
room  to  accommodate.  He  says  TIAA- 
CREF  is  building  an  all-new  Internet- 
based  master  recordkeeping  platform — 
with  more  info  and  options  than  Fi- 
delity's— to  be  launched  next  year.  Alli- 
son confidently  predicts  that  Fidelity 
and  Vanguard  will  want  to  serve  its  aca- 
demic clients  through  his  new  site.  He 
expects  to  invest  $100  million  this  year 
in  such  tech  updates. 

Further  improving  service  are  the 
company's  first  ever  walk- in  client  centers 
near  the  major  university  towns  that 
make  up  most  of  the  company's  client 
base.  Three  are  already  open  in  Princeton, 
New  Haven  and  Charlottesville,  Va.,  with 


15  more  planned  for  this  year. 

It's  about  time,  says  James  Lange, 
financial  adviser  and  tax  attorney  in  Pitts- 
burgh, who  counts  among  his  clients  800 
active  and  retired  professors  from  nearby 
Carnegie  Mellon  and  the  University  of 
Pittsburgh.  His  clients  have  an  average  of 
$  1  million  in  retirement  funds,  mostly  in 
TIAA-CREF  accounts,  yet  over  the  years 
account  holders  had  received  little  advice 
from  the  company.  In  fact,  Lange  all  but 
sneers  at  the  current  TIAA-CREF  market- 
ing slogan:  "Managing  money  for  people 
with  other  things  to  think  about." 

"I've  seen  professors  who  come  to  me 
with  dangerously  unbalanced  portfolios," 
he  says.  When  large  caps  got  crushed  in 
2000  and  2001,  some  clients  lost  30%  of 
their  nest  eggs,  he  adds. 

Allison  acknowledges  that  he  still  has 
much  work  to  do.  But  he  has  the  resources 
and  the  drive  to  succeed.  For  the  invest- 
ing public  outside  the  campus,  the  upshot 
should  be  some  good — and  cheap — mu- 
tual fund  products  for  the  long  haul.     F 


experience    -    independence    ■    discipline 


LOW-COST  MUTUAL  FUNDS 


Maybe  it's  time 

to  switch  to  T.  Rowe  Price  for  your  IRA. 

At  T.  RoWe  Price,  we  can  help  you  feel  confident  you've  made  the  right 
choice  for  your  IRA.  We  have  a  broad  selection  of  no-load  funds  that 
have  outperformed  their  1-,  5-,  and  10-year  Lipper  averages  as  of 
12/31/03.  One  reason  these  funds  have  performed  well  over  time  is  our 
consistent,  disciplined  approach  to  investing.  We  are  also  committed  to 
keeping  our  costs  low:  100%  of  our  funds  for  individual  investors  have 
expense  ratios  below  their  Lipper  averages,  and  there  are  no  sales 
charges  or  commissions.* 


Our  Investment  Guidance  Specialists  can  help  you  choose  the 
fund  that's  right  for  your  goals  and  tolerance  for  risk.  If  you  want, 
we  can  even  help  you  open  an  account  or  transfer  your  IRA  right 
over  the  phone. 

Make  your  2003  IRA  contribution  before  the  April  15,  2004,  deadline. 
Call  our  Investment  Guidance  Specialists  to  open  or  transfer  your  IRA. 


TROWEPRICE.COM/IRA 


T.RoweRice 
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INVEST    WITH    CONFIDENCE 


How  to  calculate 
the  real  cost  of 
an  inexpensive 
computer. 
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ire:  That  discount  price  tag  on  your  PC  might  cost  you  more  in  the  end.  Why?  Because  IT  help  desk  and 
tenance  costs  account  for  up  to  80%  of  the  total  cost  of  PC  ownership.  And  if  your  employees'  PCs  are  being 
ed  on.  they're  not  working  on  them.  So  how  can  you  define  real  value  when  it  comes  to  your  PCs?  With 
•ations  that  let  your  IT  department  deploy  and  manage  the  transition  of  new  hardware  quickly  and  easily.  A  Rapid 
zire  feature  that  lets  users  instantly  begin  to  restore  previously  saved  data  in  case  of  a  virus  attack.  An  Intel' 
urn  4  Processor  with  HT  Technology  on  select  ThinkCentre™  PCs  that  helps  to  further  increase  the  productivity 
jr  workforce.  Things  that  add  real  value.  Things  you  can't  buy  off  a  shelf.  To  learn  more,  visit  ibm.com/pc/think 

Think  big  picture      ThinkCentre" 
ThinkPad- 
ThinkVision7' 
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TRUSTS  AND  ESTATES 

Opening  the 
Income  Tap 

Note  to  starving  trust-fund  babies:  A  new  IRS  rule  gives 
you  an  excuse  to  ask  for  more  by  ashlea  ebeling 

WITH  INTEREST  AND  DIVIDEND  YIELDS  AT  ROCK  BOTTOM, 
beneficiaries  of  old-fashioned  trusts  that  pay  them  income, 
but  not  principal,  have  been  crying  poor.  Many  states  have 
answered  their  cries;  17,  up  from  just  3  in  2001,  now  allow 
trustees  to  convert  an  old-fashioned  trust  into  a  "total  return 
unitrust."  A  unitrust  brushes  aside  the  hoary  distinction  between  portfolio 
"income"  (dividends  and  bond  coupons)  and  "principal."  Instead,  a  uni- 
trust pays  a  fixed  percentage  of  its  value  annually — typically  3%  to  5% — to 
the  income  beneficiary.  This  allows  a  trustee  to  invest  for  total  return 
(income  plus  capital  growth)  without  starving  income-only  beneficiaries. 

But  some  trustees  have  been  reluctant  to  convert  for  fear  of  the  tax  con- 
sequences. Lawyers  worried  conversions  might  trigger  gift  taxes  or  cause  cer- 
tain marital  trusts  and  grandfathered  generation-skipping  trusts  to  lose  their 
tax-favored  status.  Worse,  a  2002  Internal  Revenue  Service  private  letter  rul- 
ing suggested  that  a  conversion  might  be  considered  a  sale  or  exchange  and 
so  trigger  immediate  capital  gains  taxes  on  all  the  appreciated  holdings  in  a 
trust.  On  Dec.  30,  2003,  however,  the  IRS  issued  new  rules,  which  became 
effective  Jan.  2,  that  lay  those  fears  to  rest.  Says  Robert  Wolf,  a  trusts  and 
estates  lawyer  in  Pittsburgh:  "Now  it's  time  to  act." 

Just  how  much  pent-up  conversion  demand  is  there?  Suzanne  Ross, 
manager  of  PNC  Advisors'  centralized  trust  services  in  Pittsburgh,  says  she 
had  7,000  trusts  in  a  holding  pattern,  waiting  for  the  rules.  Now,  she  says, 
PNC  will  start  contacting  beneficiaries  to  discuss  changes. 

There  are  two  ways  income  beneficiaries  can  increase  their  take — if  they 
can  get  trustees  to  go  along.  One,  if  the  state  permits,  is  to  convert  a  trust  to 
a  unitrust.  Linda  Hirschson,  a  New  York  City  lawyer,  is  helping  a  woman 
convert  a  trust  created  by  her  late  husband  and  yielding  2.5%  into  a  uni- 
trust that  will  pay  4%,  the  rate  fixed  by  New  York.  Presumably,  the  heirs  to 
the  principal  (this  couple's  children)  will  not  squawk.  One  could  even  argue 
that  kids  will  be  better  off  in  the  long  run — if  the  added  flexibility  inspires 
the  portfolio  manager  to  boost  the  trust's  total  return  by  at  least  1.5%. 

The  other  option,  available  in  35  states  and  the  District  of  Columbia, 
double  the  number  in  200 1 ,  is  for  heirs  to  ask  the  trustee  to  use  a  "power  to 
adjust."  This  lets  him  distribute  some  principal  as  income  or  declare  some 
income  to  be  principal.  (It's  a  little  like  declaring  an  apple  to  be  an  orange, 
but  it's  all  for  a  good  cause.)  Advantage  to  the  power  to  adjust:  the  tic  • 
ity  of  deciding  each  year's  payout  on  market  returns  and  beneficial  ies' 
needs.  Disadvantage:  the  potential  for  catfights. 

What  if  you  live  in  Michigan,  Vermont  or  one  of  the  eight  other 
without  one  of  the  new  laws?  'fry  moving  your  trust  to  another  state — or  ti  y 
waiting.  Most  holdout  states,  Wolf  predicts,  will  soon  sanction  unitrust  : 
versions  and/or  the  power  to  adjust.  F 
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State 
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Power  to 
adjust 

Unitrust 
conversion 

Alabama 

• 

Alaska 

• 

• 

Arizona 

• 

Arkansas 

• 

California 

• 

Colorado 

• 

• 

Connecticut 

• 

Delaware 

• 

District  of  Columbia 
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Florida 
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Hawaii 
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Idaho 
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Illinois 
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Indiana 
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Iowa 
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Kansas 
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Louisiana 
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,i 

Maine 
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Maryland 
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Minnesota 

• 

Missouri 
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Montana 
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Nebraska 
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Nevada 
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New  Hampshire 
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New  Jersey 
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New  Mexico 
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New  York 
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North  Carolina 
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Ohio 
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Oklahoma 

• 
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Oregon 

• 
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Pennsylvania 
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South  Carolina 
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South  Dakota 

• 

Tennessee 

• 

Texas 

• 

Virginia 

• 

Washington 
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• 

West  Virginia 

• 

Wyoming 
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More  states  are 
allowing  trustees 
to  hand  out  extra 
cash  to  income 
beneficiaries  of  trusts 
Some  permit  an  old- 
fashioned  trust  to 
convert  into  a  total 
return  tnitrust; 
even  more  allow 
a  trustee  to 
distribute  some 
principal 
as  income. 

Source.  Tener,  Van  Kirk, 
Wolf  &  Moore,  P.C. 
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Steve  Forbes  • 


As  the  stock  market  "rediscovers 
technology,  nanotech  will  be 
the  next,  "next  big  thing!" 


PLUS 

2 

FREE 
REPORTS 

it 


anotechnology  is  legitimate, 
the  next,  "next  big  thing!"  and  it 
I  truly  alter  your  world  as  nothing 
fore!  Unavoidably,  Wall  Street  will 
jly  react  with  a  new  round  of 
iiscriminate  and  uninformed, 
t-sector  mania. 

t,  when  you  understand  which 
notech  companies  rest  upon  solid 
jndations,  investing  in  the  right 
notechnologies  now  will  prove  to 
far  more  profitable  than  buying 
rly  Microsoft  or  Intel! 

:t  now  and  discover  the  small- 
p  companies  about  to  benefit 
m  next  year's. . . 


fr4  billion  bonanza! 


*CT:  In  2004,  government-funded 
idemia  (MIT,  Stanford,  Caltech,  UCLA, 
rvard  and  Yale,  to  mention  only  a  few 
3.  centers  for  nanotech  research)  will 
n  with  international  titans  of  technology 
JM/Hewlett-Packard,  DuPont,  Hitachi 
d  Toshiba  among  many  others)  to  spend 
ire  than  $4  billion  on  incredibly  high- 
h  "tools"  and  materials  required  to  go 
•ward  with  an  entirely-new  technology. 
?xt  year,  and  for  fifteen  to  twenty  years 
come,  the  budget  for  nanotech  develop- 
?nt  will  grow  exponentially!   But... 

The  more  than  $4  billion  dollars 
to  be  spent  in  2004  will  have  a 
dramatic  impact  on  the  earnings 
of  a  few  small-cap  companies 
that  have  a  lock  on  the  "tools" 
of  nanotech! 

I  The  Forbes/Wolfe  NANOTECH 

'.PORT  is  a  new  monthly  advisory  for 
e  investor  ready  to  get  in  on  the  ground 
>or  ef  the  greatest  technology  revolution 
t.  Investing  now  could  be  like  buying 
rly  Microsoft  and  Intel  all  over  again. 


If  you  act  now  to  accept 
a  Money-Saving  Subscription... 

You'll  know  which  5  companies 
stand  to  profit  immediately  from  2004's 
$4-billion  windfall,  and  you'll  always 
know  where  the  new-development 
money  is  flowing. 

That  $4  billion  is  merely  the  first 

trickle  that  primes  the  pump. 

By  2015  the  nanotech  market 

will  be  worth  $1  trillion! 

Just  as  $10,000  invested  early  in  the 
stock  of  a  little-known  company  by  the 
name  of  Intel  grew  to  over  $11,866,660... 
and  $10,000  invested  in  1985  in  a  strug- 
gling company  named  Texas  Instruments 
was  worth  $5,629,984  by  2001... so  will 
the  stocks  of  the  few  companies  on  the 
cutting  edge  of  nanotechnology  likely 
gain  when  Wall  Street  grasps  how 
completely  this  incredible  technology 
will  change  the  world. 

in  your  FREE  Special  Report, 

you'll  discover  how  to  profit 

now  from  the  $4  billion 

being  spent  this  year,  and 

the  tens  of  billions  coming! 


Biggest  Profit 

Takers  of  the 

Nanotech 

Revolution! 


It's  already  started.  Right  now,  there  are 
only  a  handful  of  companie:  strategically 
positioned  -  the  right  place  at  exactly 
the  right  time  -  to  profit  from  this  year's 
$4  billion  budget.  And  sorn;  of  them  have 
already  been  discovered.  LaM  August,  for 
example,  we  advised  buying  a  company 
using  nanotech  for  drug  delivery.  Today, 
the  company  is  up  nearly  1,600%! 

As  a  subscriber,  you'll  receive  5  Biggest 
Profit  Takers  of  the  Nanotech  Revolution! 

that  names  5  nanotech  stocks  you  should 


An 


Jnsider'sQjide 
Jtolhe^ 
World  of 


buy  now  and  Nanotech  101  which 
explains  the  basics. 

With  its  incredible  future  and  the 
promise  of  so  many  practical  applications, 
nanotechnology  is  indeed  a  smart  place  to 
invest  for  the  long  haul.  And  the  best 
place  to  begin  is  with  the  stocks  of  the 
5  companies  named  in  your  FREE  report. 

r ______ _ _ _ ___________ 

Subscriber 
Reservation  Form 

I  .EjS  •  I  want  to  get  in  on  the 
ground  floor  of  the  nanotech  revolution. 
Please  rush  me  BOTH  FREE  Reports, 
Nanotech  101  and  5  Biggest  Profit  Takers 
of  the  Nanotech  Revolution.  Enter  my 
subscription  for  1-year  (12  issues)  of  the 
Forbes/Wolfe  NANOTECH  REPORT  at 
just  $195,  a  67%  savings  off  the  single- 
issue  cost.  If  not  delighted,  I  may  cancel 
for  a  prompt  refund  on  the  unmailed  bal- 
ance, no  questions  asked. 

Method  of  payment: 

□  I  enclose  my  check  payable  to 
Forbes/Wolfe  NANOTECH  REPORT 
for  $195  for  a  full  year  (12  issues). 

□  Charge  my  credit  card: 

□  Visa  □  MasterCard  □  American  Express 


Card  Number 

Exp.  Date 

Signature 

Name 

Address 

City 

State 

Email  address 

Zip  Code 

Needed  for  breaking  news 

www.forbeswolfe.com/order 
or  call  toll-free  1-800-353-8198 
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P.O.  Box  3078  •  Harlan,  IA  51593-0142 
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TAXING  MATTERS 


Filing  Follies 

The  new  tax  breaks  are  great  but  made  tax  prep  even 
trickier.  Complex  holding  periods.  Margin-account  traps. 
AMT  woes.  What  has  Congress  wrought?  I  by  janet  novack 

terest  and  are  taxed  at  ordinary  income 


IT  MAY  SEEM  PERVERSE  TO  LOOK  A 
gift  horse  in  the  smacker.  After  all,  last 
May's  federal  tax  cut,  which  sliced  the 
top  rates  on  both  long-term  capital 
gains  and  most  dividends  to  15%, 
helped  an  awful  lot  of  Americans:  two- 
thirds  of  folks  with  incomes  of  $100,000  to 
$200,000  receive  dividends;  36%  of  people 
in  the  same  bracket  reported  long-term 
capital  gains  in  2000.  The  problem 
is  that  Uncle  Sam  has  made  it 
tougher  to  account  for  the  new 
goodies  on  your  tax  returns. 

Your  troubles  will  start  when 
your  broker  mails  you  the  1099  tax 
statement,  laying  out  your  cap  gains 
and  dividend  income.  Schedule  D, 
where  you  account  for  gains  on 
your  tax  filing,  has  ballooned  to  53 
lines  from  40  in  2002.  That's  be- 
cause for  2003  there  are  seven  dif- 
ferent long-term  cap  gains  rates,  up 
from  five  in  2002. 

It's  also  harder  to  pull  off  an  es- 
sential tax  planning  maneuver — 
calculating  how  much  capital  loss 
you  can  carry  over  to  next  year,  after 
you  have  deducted  the  maximum 
$3,000  this  tax  season.  Because  its 
forms  are  putting  on  weight  faster 
than  a  male  contestant  on  Average 
Joe,  the  Internal  Revenue  Sei"vice  has 
ditched  a  helpful  worksheet  to  fig- 
ure out  loss  carryover  that  was  in  the  Sched- 
ule D  instructions.  You  can  get  a  worksheet 
by  asking  for  IRS  publication  550,  Invest- 
ment Income  and  Expenses,  but  as  of  late 
January  it  hadn't  been  issued.  The  inswer  is 
to  buy  tax  prep  software  like  Tin 
TaxCut  that  still  calculates  carryover, 

Dividends  are  just  as  confusing.  While 
the  15%  rate  applies  to  most  corporate 
payouts,  that's  not  the  case  for  most  re.  I 
estate  investment  trust  dividends  or  foi 
bond  fund  dividends,  which  are  really  in- 


rates  of  up  to  35%. 

To  help  you  through  the  welter  of 
changes,  here  are  some  pointers. 

•Don't  rush  to  file.  There's  a  good  chance 
the  first  tax  statement  you  get  from  your 
broker  this  year  won't  be  the  last — you 
might  get  an  amended  statement  in  another 
month.  So,  unless  you're  owed  a  huge  re- 


fund, save  yourself  the  trouble  of  amended 
returns;  wait  until  at  least  the  end  of  Feb- 
ruary to  file. 

The  Securities  Industry  Association 
points  out  that  back  in  1 997,  when  the  cap- 
ital  gains  tax  rate  was  also  cut,  brokers  sent 
out  corrections  on  17%  of  statements,  com- 
>are '  with  5%  to  8%  in  a  normal  year.  "My 
fear  is  it  will  be  worse  than  1997,"  says  SIA 
Vice  President  and  Director  of  Tax  Policy 
-  M  v  linalun.  Of  particular  concern 
eign  dividends — some  qualify  for  tine 


15%  rate  and  some  don't,  yet  the  IRS  didn't  I 
issue  the  rules  until  late,  Nov.  26. 

•Watch  that  holding  period.  You  still  need  I 
to  hold  a  stock  a  year  to  qualify  for  the  15%   i 
cap  gains  rate  (any  less  is  taxed  more  heav-   ) 
ily  at  ordinary  income  rates).  Holding  peri- 
ods now  affect  dividends,  too,  and,  alas,   | 
they're  even  more  complex.  To  qualify  for   | 
the  15%  rate,  you  must  hold  a  stock  or  fund 
for  61  days  of  a  120-day  period.  That  pe- 
riod begins  60  days  before  the  day  a  stock 
trades  without  its  dividend,  and  ends  59 
days  after.  If  you  don't  hold  a  mutual  fund 
long  enough,  the  "qualified"  dividend  it  re- 
ports won't  actually  get  you  the  15%  rate 
on  your  personal  tax  return.  At  least  one  in- 
vestment company  is  helping.  Vanguard 
plans  to  send  a  second  "personal  qualified 
dividend  income"  statement  at  the  end 
of  February  to  any  customers  who 
might  have  holding  period  problems. 
One  trap:  if  your  stock  is  hedged 
by  a  put  or  by  a  collar  (where  you  buy 
a  put  to  protect  your  downside  and  sell 
a  call,  which  limits  your  upside).  Every 
day  you're  hedged  in  such  ways  doesn't 
count  toward  the  61 -day  holding  pe- 
riod, says  Robert  Gordon,  president  of 
Twenty- First  Securities.  If  you've  held  a 
stock  for  years  and  now  want  to  hedge, 
well,  tough.  It  must  qualify  anew  for 
the  15%  rate  on  every  dividend. 

The  funny  thing  about  all  this  is 
that  the  IRS  probably  can't  tell  how 
long  you've  held  or  if  your  position  is 
hedged — not  unless  it  audits  you.  Your 
broker  has  to  report  only  if  you  re- 
ceived a  potentially  qualified  dividend, 
not  whether  you  personally  qualified. 
Another  trap:  if  you  buy  a  stock  or 
fund  the  day  before  it  goes  ex-dividend. 
The  way  rules  work,  you  won't  qualify 
for  the  1 5%  rate.  Congressional  tax  writers 
say  they  intend  to  fix  this,  but  haven't  done 
so  yet.  That's  another  reason  to  delay  filing. 
•Review  your  margin  account.  If  you  bor- 
row in  a  margin  account,  there's  a  risk — 
not  a  big  one,  but  a  risk — that  some  of 
your  dividends  won't  qualify  for  the  15% 
rate.  It  works  like  this:  The  brokerage  firm 
is  permitted  to  borrow  stock  from  your  ac- 
count worth  up  to  140%  of  your  out- 
standing loan  balance  and  lend  it  to  short 
sellers.  If  your  stock  is  sold  short  when  a 
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dividend  is  paid,  you  get  a  "payment  in  lieu 
of  dividends,"  which  is  taxed  at  ordinary 
income  rates  of  up  to  35%  and  reported 
on  a  1099-Misc. 

Don't  panic.  Because  most  brokers  did- 
n't have  systems  in  place  to  track  borrow- 
ing from  individual  customers,  Congress 
and  the  IRS  gave  them  a  short-term  pass. 
For  2003  most  brokers  will  probably  report 
these  payments  in  lieu  of  dividends  as  qual- 
ified dividends,  and  you  can  treat  them  as 
eligible  for  the  15%  rate.  For  2004,  how- 
ever, brokers  must  track  and  report  the 
higher  taxed  payments  in  lieu  of  dividends 
to  both  you  and  to  the  IRS.  Broker  Charles 
Schwab  &  Co.,  for  one,  plans  to  compen- 
sate customers  whose  stock  is  borrowed  for 
the  higher  tax.  Still  unclear  is  how  many 
other  brokers  will  follow  suit. 

Meanwhile,  the  IRS  has  helped  a  bit;  it 
is  allowing  brokers  to  count  shares  they 
lend  to  shorts  as  coming  first  from  tax-ex- 
empt customers.  That  should  reduce  the 
borrowing  they  do  from  taxable  accounts. 
And  most  stocks  paying  high  dividends 


don't  have  high  short  interest  anyway. 

But  stay  on  the  safe  side.  The  table 
shows  stocks  with  above-average  yield  and 
noticeable  short  interest — the  sort  you 
don't  want  to  hold  in  a  margined  account. 

•Consider  the  alternative  minimum  tax. 
The  more  long-term  capital  gains  and 


Margin  Troubles 


Got  margin  debt?  Then  your  shares  may  be  lent  to 
shorts,  endangering  your  15%  dividend  rate.  These 
nice-paying  stocks  could  be  affected. 

Short  interest 

as  %        Dividend 
Company  of  float         yield 


Consol  Energy 

16% 

2.1% 

Flagstar  Bancorp 

20 

2.6 

Freeport-McMoRan  Copper  &  Gold1 

11 

2.1 

Fresh  Del  Monte  Produce 

19 

2.3 

Nautilus  Group 

23 

2.5 

Teco  Energy 

12 

5.3 

Winn-Dixie  Stores 

22 

2.1 

Zenith  National  Insurance 

10 

2.8 

Data  as  of  Jan.  20.  'Class  B  shares  Sources:  Lionshares  and  Reuters 
Fundamentals  via  FactSet  Research  Systems. 

qualified  dividend  income  you  have,  the 
more  likely  you  are  to  be  thrown  into  the 
AMT.  While  the  AMT  theoretically  taxes 
gains  and  dividends  at  just  15%,  you  could 
end  up  paying  22%.  This  hidden  rate  in- 
crease hits  couples  whose  AMT  income  is 
between  $150,000  and  $382,000  a  year. 

The  AMT  can  snag  divi- 
dend and  cap  gains  beneficia- 
ries in  other  ways.  It  is  a  par- 
ticular danger  if  you  live  in  a 
high-tax  area  or  earn  $200,000 
to  $500,000;  55%  of  families 
in  this  income  group  will  pay 
AMT  for  2003,  the  Tax  Policy 
Center  estimates. 

Some  gifts  from  the  gov- 
ernment have  unintended 
consequences.  So  before  you 
rearrange  your  holdings  to 
capture  the  15%  rate — say,  by 
moving  stocks  to  taxable  ac- 
counts and  bonds  to  tax-de- 
ferred ones — sit  down  with  a 
tax  pro  or  the  right  software.  F 


The 

independent 

spirit. 

Distilled  by  an  independent  family  company. 

Bottled  as  Glenfiddich,  which  means  "valley 

of  the  deer."  Matured  at  its  own  Highland 

distillery  for  a  full  15  years  —  our  Solera 

Reserve  single  malt  features  delicious  notes  of 

oak,  honey,  vanilla  spice,  fruit  and  sherry. 
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April  25  -  28,  2004,  The  Langham  Hotel,  Boston 
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MARKETING 


ENSURING  PROFITABLE  GROWTH  THROUGH  STRATEGIC  LEADERSHIP, 
BRAND  BUILDING,  CUSTOMER  EXPERIENCE  MANAGEMENT  &  INNOVATION 


HIGHLIGHTS   INCLUDE 


■*  > 


Tom  Sternberg 

Founder  &  Chairman,  Staples 


Gary  Loveman 

President  &  Chief  Executive  Officer, 

Harrah's  Entertainment,  Inc. 

Walt  Freese 

Chief  Marketing  Officer,  Ben  &  Jerry's 

Sergio  Zyman 
Chairman,  Zyman  Group 
Former  Chief  Marketing  Officer, 
The  Coca-Cola  Company 

Fred  Reicfiheld 

Bain  Fellow,  Bantjt  Company,  Inc. 

Patricia  Seybold 
CEO,  Patricia  SeyioH  Gfcc-up 
Author,  £u$tortiers.Mmiiife  Customer 
/tew/uf/%  Co-author/  BjtANDchild 


Baker  Founrafon  Professor, 
Harvard  Busl 


Doug  Half* 
Founder  &  CEO,  E 

Andrew  Zolli 
Lead  Partner,  Z+  F 


DRIVE  STRATEGIC  THINKING  IN  YOUR  ORGANIZATION 

•  Develop  winning  marketing  strategies  to  increase 
company  and  brand  loyalty 

•  Prove  the  value  of  your  marketing  efforts  by 
linking  solid  strategy  to  business  results 

•  Hear  from  50+  keynote-level  speakers  about 
what  has  worked  and  also  the  challenges  they've 
faced  along  the  way 

EXPERIENCE  FOUR  CONFERENCES  ALL  UNDER  ONE  ROOF 


FEATURING 


AFLAC,  Incorporated 

BP  US  Retail 

Brand  Finance  PLC 

Chadwick  Martin  Bailey 

CIGNA 

Customer  Experience  Lab 

Conseco 

Design  Continuum 

Donna  Karan  New  York 

Entertainment  Publications 

Experience  Engineering,  Inc 

Fallon  Brand  Consulting 

FleetBoston  Financial 

GE 

IBM 

Ipsos  Marketing  Planning 

Irving  Oil 

Maritz  Loyalty  Marketing 

Microsoft  Corporation 

MIT  Media  Lab 

Momentum  Marketing 

Momentum  Strategy  Group  LLC 


NASCAR.com 

Nicholas  Research  Associates 

International 

ProDirect  LLC 

Prophet 

Ryan  Partnership,  Dallas 

Snapple  Beverage  Group 

Song 

Starbucks  Coffee  Company 

Starwood  Hotels  &  Resorts 

Sterling  Group 

Sun  Microsystems,  Inc. 

The  Forum  Corporation 

The  Kaplan  Thaler  Group 

The  New  Yorker 

TiVo 

Toniq  LLC 

Toys  R  Us,  Inc. 

Travelocity 

Unilever  Bestfoods  North  America 

Unisys 


Sponsored  by: 


Maritz 
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/P*,  Supported  by: 
A  portion  of    JnHk? 
the  profits  to      '<$/  -r\         ■% 

"enefit:  JK,  FOrDCS 


Please  Mention  Keycode:  XM1623F0 


ay,  Call:  888.670.8200    Fax:  941.365.2507 
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MAKERS  &  BREAKERS 


Airbus  has  long  ridden  the  tailwinds  of  Boeing,  the  world's 
largest  commercial  jet  maker.  But  in  mid-January  Europe's  Air- 
bus announced  that  it  had  finally  bested  its  U.S.  rival  in  number 
of  planes  delivered  (305  in  2003  versus  281  for  Boeing).  To 
Lehman  Brothers  analyst  Joseph  F.  Campbell,  Airbus  is  likely  to 
maintain  its  advantage  for  some  time,  until  it  splits  the  market 
with  Boeing.  He  advises  buying  the  stock  of  Airbus'  corporate 

parent,  EUROPEAN  AERONAUTIC  DEFENCE  &  SPACE  (24,  EADS.NV),  which 

also  makes  military  aircraft,  rockets  and  satellites.  Airbus  pro- 
vides two-thirds  of  its  sales. 

EADS  spends  8%  of  revenue  on  research  and  development, 
sharply  higher  than  Boeing's  3%.  Much  of  EADS'  R&D  money 


went  into  the  A380,  its  challenge  to  Boeing  in  the  jumbo- 
jet  market.  The  A380,  the  largest  passenger  plane  ever 
made,  has  generated  more  than  100  orders  from  carri- 
ers worldwide.  Bits  and  pieces  of  the  plane  are  being 
made  all  over  Europe,  with  final  assembly  in  Toulouse. 
The  first  one  is  slated  to  roll  out  in  late  2005.  "The  A380 
is  the  replacement  for  the  venerable  747,  "  says  Camp- 
bell, whose  firm  owns  1%  of  the  stock. 

The  economic  downturn  and  terrorism  fears  have 
buffeted  both  EADS  and  Boeing,  which  suffered  from 
declining  plane  sales.  EADS  fell  into  the  red  in  2002  and  lost 
another  $115  million  in  the  first  nine  months  of  last  year.  Boe- 
ing's profits  have  dipped  substantially,  and  in  those  nine  months 
it  had  an  even  sharper  loss  ($414  million)  than  did  EADS. 

But  investors  sense  a  recovery — more  at  EADS  than  at 
Boeing.  In  12  months  Boeing's  share  price  rose  38%  to  $44, 
while  the  stock  at  EADS  doubled.  Campbell  expects  EADS  stock 
to  keep  gaining  altitude.  One  downside  to  EADS  is  that  its  stock 
is  not  available  via  American  Depositary  Receipts,  meaning 
you  have  to  pay  heftier  commissions  to  buy  it  on  European 
bourses. 

— Phyllis  Berman 


Take  advantage  of 
all  three  dimensions. 


Bring  your  flat,  lackluster  presentations  back 
to  life  with  the  YC-400  from  Casio,  a  flexible, 
lightweight  portable  copy  stand  with  serious 
built-in  technology.  Equipped  with  a  high- 
resolution  4-megapixel  CCD  and 
a   correction  feature  that 
v    automatically  adjusts  for  the 
angle  between  the  lens 
and  subject,  the  YC-400 
is  more  than  just  a 
copy  stand.  In  addition 
to  printed  documents, 
the  removable  digital 
^  camera  can  be  used 
to  project  crystal  clear 
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Check  out  our  full  line  of 
Cassiopeia  Pro  products. 


., «.  .    ^^3  4  Megapixel 
'"■jfc  I  Digital  Camera 

1  wj 


XJ-350  and  XJ-450 
Mobile  Data  Projectors 


jjU  images  of  white  board  contents  and  3-dimensional 

{ Lj  objects,  in  addition  to  operating  as  both  a  scanner 

a  and  as  a  traditional  digital  camera.  The  YC-400  is  just 

I  one  of  many  solutions  in  our  growing  line  of  business 

■LlL   products  called  Cassiopeia  Pro. 


MAKERS  &  BREAKERS 


Pig  Out 


Following  mad-cow  mania,  carnivorous 
appetites  may  turn  to  the  other — 
white — meat.  If  so,  SMITHFIELD  FOODS  (23, 

SFD),  the  world's  largest  pork  processor, 
should  sate  investors.  In  October  the 
company  added  to 
its  pork  portfolio  by 
buying  Farmland 
Foods,  a  huge  pork 
outfit,  for  $367  mil- 
lion. Smithfield  has 
a  beef  business,  but 
pork  is  by  far  its 
largest  product  (providing  54%  of  sales 
versus  25%  for  beef). 

Some  may  be  put  off  by  the  fact  that 
Smithfield  trades  at  a  lofty  36  times  trail- 
ing 12-month  earnings,  but  BB&T  Capital 
Markets'  Andrew  Wolf  says  don't  fret. 
The  new  acquisition  should  fatten  profits. 
Sales  for  the  fiscal  first  half  ended  Oct.  26 
were  up  13%  to  $4  billion,  and  net  surged 
up  267%  to  $58  million. 

— Aliya  Sternstein 
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Road  Warriors 

SUVs  are  a  godsend  for  Detroit.  They're 
even  better  for  those  who  make  the  drive- 
trains  going  into  those  costly  vehicles. 

AMERICAN  AXLE  &  MANUFACTURING  (41,  AXL), 

which  controls  40%  of  the  SUV  market, 
has  posted  compounded  annual  sales 
growth  of  13%  since  going  public  in 
1998.  For  2003's  first  three  quarters,  rev- 
enue rose  7%  to  $2.8  billion,  and  earnings 
grew  a  healthy  16%  to  $144  million. 

The  company's  high  debt  problem  is 
being  solved.  Debt  was  71%  of  capital  in 
late  2001.  It's  39% 
now  and  should  hit 
24%  later  this  year 
after  a  planned  refi- 
nancing, says  Oppen- 
heimer  8c  Co.  analyst 
Richard  Hilgert.  It 
also  is  weaning  itself 
from  General  Motors,  which  provides 
80%  of  its  business. 

At  a  trailing  P/E  of  just  1 1,  the  stock  is 
a  bargain.  — Brendan  Coffey 


Shocking 


TASER  INTERNATIONAL  (119,  TASR)  has  built 

some  buzz  supplying  nonlethal  Taser 
weapons  to  everyone  from  cops  to  citi- 
zens. Tasers  are  compressed-air  guns  that 
•  zap  people  with  a  painful  electric  shock. 
Taser's  sales  doubled 
to  $14  million  in 
2003's  first  nine 
months;  earnings 
rose  twelvefold  to 
$1.7  million.  The 
shares  have  climbed 
from  $4  a  year  ago. 

But  the  market 
may  be  saturated. 
Steven  Gish,  analyst 
at  Roth  Capital  Part- 
ners, warns  that  Taser  stock  has  likely 
reached  the  end  of  its  run.  It  trades  at  a 
ridiculous  223  P/E.  Gish  suggests  selling 
shares  now.  We  say  short  them  and  cover 
at  $80  (or  $27  after  a  planned  Feb.  10 
stock  split). 

— Christopher  Helman 


►     HOLD      UP     TO     MIRROR.     ANSWER      HONESTLY.    < 


A  simple  question.  And  one  that  gnaws  at  you,  keeping  you  up  at  night!  But  with  the  right  knowledge,  you  can  lead 
motivate,  and  inspire  your  team.  Wharton  Executive  Education  is  renowned  for  a  curriculum  that's  as  intensive  as  it  i: 
valuable.  Proven  leadership  methods.  I    v  insight.  Cutting-edge  techniques.  Great  leaders  never  stop  growing.  Will  you 


UPCOMING     EXECUT  i 

Strategic  Thinking  and  Managt  n,:nt 

for  Competitive  Advantage 

April  18-23,2004 

August  2-6,  2004  (San  Fram  k 

The  CFO:  Becoming  a  Stratetiii       -tiu-r 

May  16-21,  2004 

October  31  -  November  5,  2004 


ROGRAMS 

ng  in  Times  of 
ilence  and  Change 
23-28.  2004 

-5-10,2004 

meed  Management  Program 

July  9,  2004 


Wharton 

University  of  Pennsylvania 

Aresty  Institute  of  Executive  Education 


215.898.1776  ext.  4004  or  800.255.3932  ext. 
http://execed.wharton.upenn.edu/4004 
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'OR  YOUR  COMPANY  FOR  FREE!  www.forbes.com/iedc 


tunning  your  company  is  hard  enough. 

he  Forbes/I EDC  Business  Relocation  Guide  featuring  the  Corporate  Relocation  Calculator 
rovides  a  faster,  smarter  way  to  make  expansion  and  relocation  decisions.  In  addition  to 
le  Calculator,  this  one-of-a-kind  resource  offers  instant  access  to  relocation  hot  spots, 
orbes  research,  conference  resources,  a  site  selection  guide  and  links  to  Business 
elocation  Guide  resources. 

s  not  only  easy  —  it's  all  free  ...  from  Forbes  and  the  International  Economic  Development 
ouncil  —  the  one  source  for  economic  development  information.  Go  to  www.forbes.com/iedc 
nd  give  the  Corporate  Relocation  Calculator  a  try  today.  Then  start  packing! 

iontact  Peter  Malloy  at  212-620-2224  for  more  information. 


Forbes 


INTERNATIONAL 

ECONOMIC  DEVELOPMEN  i 

COUNCIL 


Forbes 

CAPITALIST  TOOL 


rhe  IEDC  Business  Relocation  Guide  featuring  the  Corporate  Relocation  Calculator 
s  brought  to  you  by  IEDC,  Forbes  and  these  featured  relocation  hot  spots: 
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Pnrtfnlin  Strategy  |  By  Kenneth  L.  Fisher 


A  Lucky  Year 

AT  FORBES,  THE  FIRST  COLUMN  OF  THE  YEAR  IS  Ex- 
pected to  be  a  confessional.  How  did  we  do 
last  year?  Which  of  our  winners  should  be  held, 
which  closed  out?  And  do  we  tell  readers  to  stick 
by  a  loser? 
This  time  the  exercise  occasions  no  great  pain.  Last  year  was 
probably  my  best  in  20  years  as  a  columnist  here.  I've  done  this 
report  card  column  18  times  previously,  starting  in  January 
1986  with  a  review  of  my  1985  recommendations.  In  2003  I  was 
very  lucky.  If  I  believed  the  superstition  that  a  coin  that  has 
come  up  heads  repeatedly  is  particularly  likely  to  land  tails  the 
next  time,  I  would  be  very  wor- 
ried about  2004. 

Beginning  with  my  Jan.  6 
column,  I  remained  unwaver- 
ingly bullish.  My  forecast  at  that 
point  called  for  the  stock  mar- 
ket to  be  up  35%  in  2003,  which 
would  make  it  one  of  the  best 
years  ever.T  was  the  most  bull- 
ish forecaster  in  America  pub- 
lishing in  a  periodical  of  wide 
circulation.  I  was  too  optimistic 
— but  amazingly  lucky. 

The  world  stock  market, 
which  I  take  as  my  benchmark, 
was  up  33%.  The  S&P  500  was 
up  29%.  Pretty  close.  If  there 
was  someone  closer,  tell  me 
about  it  (or  tell  FORBES  at  edi- 
tor@forbes.com). 

My  2004  forecast  is  for  a  very  positive  year,  too,  with  the 
Morgan  Stanley  World  Index  (in  dollar  terms)  up  20% — less 
blessed  than  2003  but  rosy  nonetheless.  The  S&P  500  should  do 
about  20%.  too.  Next  month  I'll  detail  my  reasoning  behind  this 
bullish  forecast. 

Last  Januai  y  '  said  George  Bush  and  the  Republicans  would, 
in  posturing  I  'ion,  keep  away  from  any  drastic 

moves  on  Capitol  Hill.  Right!  The  Republicans  gained  strategi- 
cally against  the  1  ><  n  io<  rats  all  year  long.  They  won  the  bulk  of 
major  elections.  T'n  uck  continued  with  a  redistricting 

in  Texas  (the  occasi*  ntle  and  much  histrionics) 

that  will  give  them  n  jress  in  the  coming  elec- 

tion. Whoever  wins  t.  miiriation  will  have  an 

uphill  battle  against  tin 

In  the  Mar.  3  column  the  money  market 

experts  were  expecting  big  in  both  short-  and 

long-term  interest  rates  and  ho  \  rmit)  of  their 

views  was  a  signal  the  rate  rise  w>  ip    i.  It  didn't 


Last  year  the 

consensus  called 

for  a  rate  rise, 

a  weak  market 

and  weakened 

pension  plans 

hurting  earnings. 

But  none  of 

these  things 

happened. 


Now  the  interest  rate  profes- 
sionals are  again  saying  rates 
will  rise  materially  in  2004.  But 
rates  won't  change  much  at  all. 
In  the  Mar.  31  column  I 
noted  that  consensus  expecta- 
tions foresaw  pension-plan 
underfunding  as  hurting  earn- 
ings and  stocks. 

My  contrarian  take  was  that 
this  was  all  bullish.  I  argued  that 
pension  sponsors'  putting  cash 
into  underfunded  plans  would  provide  a  boost  for  the  market. 
I  mentioned  General  Motors.  By  year-end  no  scourge  from 
pensions  had  developed  to  blight  stocks,  and  GM's  plan  was 
fully  funded. 

Now  let's  look  at  the  record  on  stock  picks.  FORBES'  statisti- 
cians assume  that  you  lose  1%  to  commissions  and  bid/ask 
spreads  on  your  recommended  trades  and  compare  the  result 
with  the  performance  of  a  commission-free  investment  on  the 
same  date  in  the  S&P  500. 

By  this  measure  my  picks  beat  the  market  on  average  by 
14%.  This  formula  is  too  kind  to  my  results  last  year,  since  I  am 
trying  to  beat  a  global  index.  Last  year  the  Morgan  Stanley 
World  Index  did  5%  better  than  the  S&P  500,  so  I  was  beating 
my  own  target  by  only  9%. 

My  best  recommendation  was  Research  in  Motion  (76,  rimm), 
maker  of  the  BlackBerry,  at  $22,  in  the  July  2 1  issue.  BlackBerry 
may  be  the  best  electronic  product  of  the  last  five  years.  If  it  can 
keep  pace  with  Microsoft  and  others  in  the  market  for  combo 
phone-palmtop  appliances,  it  will  own  the  world.  But  having 
come  so  far  in  2003, 1  doubt  the  stock  can  beat  the  market  in 
2004,  too.  Out  it  goes.  We  can  revisit  it  later. 

My  worst-performing  stock?  I,  like  fellow  columnist  Laszlo 
Birinyi  (see  p.  134),  fell  into  Eastman  Kodak  (27,  EK)  on  Jan.  6  at 
$37.  Just  the  same,  I  still  think  it  will  do  better  this  year,  and  so 
it  goes  back  into  my  hopper  as  a  2004  recommendation. 

I  recommended  Germany's  Allianz  (I2.AZ),  an  insurer,  at  $5. 
Take  your  profits.  I  liked  hvb  Group  (25,  hvmgy),  a  German  sec- 
ond-tier bank,  at  $8.  Out  it  goes.  Also  Alcatel  (15,  ALA),  recom- 
mended at  $5.  They  all  just  moved  too  much. 

Among  property  and  casualty  insurers,  Chubb  (67,  CB)  and 
Hartford  Financial  Services  (62,  Hie)  should  both  have  a  better 
2004  than  2003.  Both  are  fine  firms,  and  the  sector  will  improve. 
1  can't  possibly  have  a  better  overall  2004  than  my  2003,  so 
I'll  have  to  do  worse.  But  I  hope  you'll  keep  reading — even  if 
you  are  superstitious  about  lucky  pennies.  F 


"TV  »|-f-w  w     I  Kenneth  L.  Fisher  is  a  Woodside,  Calif.-based  money  manager. 
•— >^^— .  o       I  Visit  his  home  page  at  www.forbes.com/fisher. 
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Stock  Trends  |  By  Laszlo  Birinyi  Jr. 

The  Chips  Were  Blue 


IT'S  TIME  FOR  MY  ANNUAL  CHECKUP,  WHEREIN  THE  EDI- 
tors  ask  for  explanations,  excuses  or  apologies  regarding 
my  stock  picks  over  the  previous  year.  Well,  I  had  a  pretty 
good  2003.  My  35  picks  rose  an  average  24%  (factoring 
in  a  1%  hypothetical  trading  fee),  a  fine  recovery  from  a 
losing  2002.  Had  you  invested  identical  amounts  at  the  same 
intervals  last  year  in  the  S&P  500,  you  wouldn't  have  done  as 
well:  My  picks  outpaced  broad-market  investments  by  five 
percentage  points. 

Frankly,  I  was  surprised  that  2003  turned  out  as  well  as  it 
did.  Still,  give  me  some  credit:  I  did  call  an  end  to  the  bear 
market  in  my  Oct.  14, 2002  col- 
umn, which  began:  "The  stock 
market  has  made  a  bottom. 
That's  my  story  and  I'm  stick- 
ing to  it."  And  I  was  right.  The 
three-year  low  in  the  S&P  500 
occurred  on  Oct.  9,  2002. 

Before  reviewing  my  2003 
showing,  though,  let  me  outline 
my  philosophy  regarding  stock 
selection  for  this  column.  Since 
not  everyone  has  the  same  risk 
tolerance  or  investment  goals,  I 
try  to  stick  to  familiar  names 
and  established  business  mod- 
els. Last  year  I  expected  riskier 
stocks  to  do  better  (although 
not  as  well  as  they  did),  but  I 
don't  regret  advocating  a  more 

conservative  style.  If  you  take  too  much  of  a  chance,  you  are 
going  to  end  up  panicking  and  selling  at  bottoms. 

So  I  didn't  plug  Corning,  which  closed  2002  at  $3.31.  And 
while  Corning  tripled  in  2003,  it  remains  speculative.  The  five- 
year  earnings  trend  is  minus  19%.  In  the  last  four  quarters  the 
company  has  made  a  grand  total  of  10  cents  a  share. 

Unfortunately,  I've  had  too  many  individuals  come  to  me 
with  what  is  left  of  their  nest  eggs,  chock-full  of  stocks 
more  suggestive  of  a  hedge  fund  than  an  IRA.  Too  often 
I  can  tell  by  the  name,  they  own  who  has  been  managing 
their  money. 

My  big  loser:  Eastman  Kodak  (27,  ek),  down  30%.  Sell  it 
and  move  on.  My  best  idei  Y^.-oo  (45,  yhoo),  which  rose 

152%  since  my  January  coli  »ther  winner  was  Fleet 

Boston  Financial  (44,  FBF),  .  idend  attracted  conser- 

vative investors  and  whose  rel    1 1        oik  attracted  a  buyout 
offer  from  Bank  of  America.  Fh  Ford  Motor 

(16,  F)  came  through  with 
a  72%  increase  since  my 


- 


February     recommendation. 
Keep  Yahoo  and  Ford. 

Other  high-yielding  stocks 

you  got  from  me  had  a  good 

year.  ChevronTexaco  (86,  CVX) 

I    yields  3.5%  and  was  up  30%. 

i    In  the  same  Feb.  17  column 

I    with  Chevron  I  recommended 

Bristol-Myers  Squibb  (29,  bmy), 

yielding  3.7%;  it  climbed  19%. 

In  the  Aug.  1 1  issue  I  focused  on 

the  6.5%  yield  from  Vornado 

Realty  Trust  (55,  VNO),  but  the  stock  also  obliged  by  returning  an 

additional  19%  in  the  following  five  months.  Keep  them,  too. 

Okay,  enough  history.  I  expect  continued  gains,  although 
from  a  different  set  of  stocks.  The  Comings  are  going  to  have 
tougher  going.  Last  year  their  results  often  looked  good  in 
comparison  with  2002,  when  they  lost  money.  Am  I  supposed 
to  be  impressed  by  a  1-cent  quarterly  profit  versus  a  prior 
1-cent  loss?  Gee,  will  they  earn  2  cents  next?  Some  will,  but 
many  will  sink  back  into  the  muck.  If  the  market  is  going  to 
continue  its  recovery,  it  will  need  some  help  from  the  IBMs 
and  General  Electrics. 

For  2004  I  am  kindly  disposed  toward  housing-related 
stocks.  By  almost  any  criteria  they  are  fundamentally  cheap.  Too 
many  investors,  I  believe,  are  aware  of  their  gains  and  therefore 
shy  from  them.  My  favorite  is  mortgage  lender  Countrywide 
Financial  Corp.  (75,  CFC),  with  Washington  Mutual  (42,  WM)  some- 
what of  a  secondary  play. 

Despite  tech's  move  in  2003, 1  don't  think  the  sector  has  run 
its  course.  Motorola  (17,  MOT)  is  in  the  proverbial  turnaround  sit- 
uation and  might  not  be  an  ideal  retirement-account  candidate. 
If  you  are  willing  to  take  a  bit  of  a  flyer  (as  I  have),  it  makes 
sense.  Ditto  for  software  maker  Intuit  (50,  intu). 

Maybe  you  could  use  an  inflation  hedge.  Gold  miner  New- 
mont  Mining  (43,  nem)  is  another  stock  I  own.  Resource  issues 
have  done  well,  and  the  thinking  seems  to  be  that  they  have  run 
their  course  because  they  did  well  last  year.  Well,  the  market 
doesn't  necessarily  change  direction  on  Jan.  2. 

For  diversification  many  experts  recommend  a  heavy  dose 
of  foreign  stocks.  I  do  not  necessarily  agree,  because  for  those 
without  American  Depositary  Receipts,  you  can't  always  eas- 
ily get  good  prices  on  an  overseas  bourse.  But  if  the  dollar 
firms,  or  even  rallies,  that  would  clearly  benefit  non-U.S. 
shares.  One  I  have  long  held  is  Hermes  (204,  RMS),  worth  track- 
ing down  despite  the  absence  of  an  ADR.  It's  a  fine  play  on  the 
surging  luxury  goods  market.  F 

•hjje        Laszlo  Birinyi  Jr.  is  president  of  Birinyi  Associates,  a  Westport,  Conn. -based  financial  consulting  firm. 
■■^"■nn"  31         Web  site:  www.birinyi.com.  Visit  his  home  page  at  www.forbes.com/birinyi. 


Good  news:  Last 

year's  market 

turned  out  even 

better  than  I  had 

expected.  Bad 

news:  The  easy 

money  has  been 

made.  Here's  how 

you  can  still  do 

well  in  2004. 
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Try  Something  Delicious  Tonight 


With  the  B  LA C  K  E  N  E  D  A  H  I  T  U  N  A,  I  was  looking  to  create  a  sp^y 
blackened  seasonings,  and  marry  it  with  the  silky  velvet  layer  of  a  light  butter  sauce. 

uests." 


-  ROY  YAMAGUCHI 


HAWAIIAN  FUSION  CUISINE        roysrestaurant.com 
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Small  Stocks  |  By  Marn  Rnhins 

Light  Fantastic 


AURIC  GOLDFINGER  HAD  JAMES  BOND  TIED  DOWN 
while  a  laser  beam  advanced  toward  a  tender  part  of 
007's  anatomy.  "Do  you  expect  me  to  talk?"  Bond 
asked  as  the  laser  closed  in.  "No,  Mr.  Bond,"  Goldfin- 
ger  replied.  "I  expect  you  to  die." 
Well,  Bond  got  out  of  that  scrape,  and  lasers  have  gotten  out 
of  theirs.  In  1964,  the  year  Goldfinger  was  released,  lasers  were 
more  lab  curiosity  than  commercial  apparatus.  You  couldn't 
make  money  on  them.  Since  then  the  devices  have  found  their 
way  out  of  movie  scripts  into  metal  fabricat  qg  plants,  dentists' 
offices,  laptops  and  telephone  lines.  They  can  read  and  write 
data  on  those  plastic  platters 
known  as  compact  discs.  They 
can  do  finely  detailed  cutting 
work  on  eyes  or  metal  parts 
without  creating  heat.  They 
are  making  money  for  a  lot  of 
companies. 

Take  Excel  Technology  (34, 
XLTC),  which  makes  laser  sys- 
tems. Last  August  I  recom- 
mended the  outfit  because  of 
its  clean  balance  sheet,  its 
profitability  and  its  smart 
acquisitions.  From  then  until 
year-end  the  stock  rose  37%. 
Stick  with  this  and  buy  more. 
The  37  multiple  of  trailing 
earnings  is  entirely  warranted. 
Newer  lines  of  businesses,  like 
making  laser  systems  that  are  replacing  traditional  machine 
tools,  should  really  expand  the  company's  9%  net  profit  mar- 
gin. Excel  offers  an  amazing  array  of  laser  technologies,  such  as 
finely  controlling  the  movement  of  a  beam  by  using  mirrors. 

In  2003  Excel's  earnings  rose  33%  to  $11.3  million,  or 
92  cents  a  share,  on  revenue  up  30%  to  $123  million.  With  an 
apparent  pickup  in  manufacturing  and  certainly  in  chips,  sales 
should  surge  in  2004.  Look  for  $1.35  a  share  this  year. 

II-VI  (28,  ll VI),  pronounced  "two-six,"  makes  lenses,  prisms 
and  other  optical  components  that  maneuver  laser  beams.  Its 
products  are  used  for  everything  from  precision  manufactur- 
ing to  fiber-optic  tran  mission.  The  company  also  makes  op- 
tical assemblies  for  mi !:  u  ed  systems  used  in  target  ng 
and  navigation.  It  had  a  strong  performance  in  the  fiscal  ye  ir 
ended  last  June,  a  net  ot  1 .6  millii  i  .  or  80  cents  a  share,  on 
revenue  of  $128  millh  th  I  all  ending  Dec.  31, 
2003  earnings  climbed  ;  to45u.  s  a  share.  For  the  current 
fiscal  year,  I  estimate  $  I, :  lyupfro 
the  June  2003  fiscal  year. 


Lasers  used  to  be 

confined  to  science 

laboratories  and 

companies  with 

tosses.  Now  they 

have  come  into 

their  own,  and 

some  small  outfits 
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money  from  them. 
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Alas,  not  all  my  picks  are  in] 
the  black.  Electro  Scientific! 
Industries  (28,  ESIO)  saw  losses 
widening  by  14%  to  $14  million 
in  the  fiscal  first  half  ended  in 
November;  revenues  drooped 
as  well,  by  20%  to  $66  million. 
The  company  is  wading 
through  a  morass  of  patent 
infringement  lawsuits  and  has 
had  to  restate  its  results  down- 
ward for  two  quarters  of  its  pre- 
vious fiscal  year.  But  Electro  Scientific  is  in  the  midst  of  a  turn- 
around built  on  cost  cuts  and  new  product  rollouts.  In  early 
January  the  company  enlisted  as  its  chief  executive  the  highly 
regarded  Nicholas  Konidaris,  head  of  U.S.  operations  for  the 
Japanese  chip-testing  outfit  Advantest. 

One  encouraging  sign  is  that  orders  are  already  increasing. 
This  company  produces  tools  that  use  lasers  to  trim  and  fine- 
tune  circuitry,  enhance  yields  of  memory  chips  and  drill  holes 
in  printed  circuit  boards.  Although  the  bottom  line  for  the  year 
ending  in  May  will  probably  remain  in  negative  territory,  I'm 
expecting  dramatic  improvements  that  should  result  in  an 
annual  EPS  of  75  cents  for  May  2005. 

Moving  beyond  the  realm  of  light  to  that  of  heat,  another 
good  play  is  in  thermal  imaging — used  by  the  military,  bor- 
der patrols  and  security  companies  for  surveillance.  These 
pick  up  the  heat  given  off  by  any  living  body.  A  good  choice 
here  is  flir  Systems  (38,  flir).  Sales  have  done  very  well,  up 
15%  to  $215  million  in  the  nine  months  ending  Sept.  30, 
2003.  Earnings,  up  just  3%  to  $30  million,  should  start  ex- 
panding soon,  too. 

Last  year  was  a  very  good  one  for  my  column.  My  picks 
rose  34%,  after  a  1%  trading  cost,  and  bested  equivalent 
amounts  invested  in  the  S&P  500  by  1 3  percentage  points.  That 
bolsters  my  contention  made  to  you  a  year  ago  (when  I  was 
down  6%)  that  small-capitalization  stocks  do  well  coming  out 
of  a  downturn. 

In  2003  my  two  best  picks  were  ones  I  advised  you  to  keep 
from  the  year  before:  Engineered  Support  Systems  (55,  EASI),  a  mil- 
itary contractor  specializing  in  nuclear,  biological  and  chemical 
defenses,  and  Thor  Industries  (56,  tho),  the  recreational-vehicle 
maker.  They  jumped  115%  and  75%,  respectively.  Move  on.  My 
worst-performing  ideas  were  exercise-machine  maker  Nautilus 
Group  (14,  nls),  down  15%,  and  TriQuint  Semiconductor  (7, tqnt), 
off  12%.  Stay  with  TriQuint  and  my  other  underperformer 
InFocus  (10,  infs):  They  will  come  through.  F 


Forbes 


Marc  Robins  is  president  of  the  Robins  Group,  an  institutional  brokerage  of  small-  and 
micro-cap  stocks.  Visit  his  home  page  at  www.forbes.com/robins. 
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"he  right  software  can  transform  your 
ifrastructure  into  an  on-demand  environment. 

ne  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
jr  management  software  is  designed  to  make  your  business  more  responsive 
lan  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
tegrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
rofitability.  To  find  out  more  about  transforming  your  IT  environment  for 
usiness  success,  go  to  ca.com/management1. 

2003  Computer  Associates  International,  Inc.  (CA)  All  rights  reserved. 
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Fixfiri-lncomp.  Watnh  |  By  Rinharrl  Lehmann 

Avoiding  Bad  Advice 


There's  lots  of 

nonsense  in  the 

press  about  how 

rate  increases  will 

hurt  fixed-income 

investors.  But  the 

hikes  are  a  boon. 


READING  RECENT  ARTICLES  ON  FIXED-INCOME 
strategies  for  2004, 1  was  struck  by  how  off-base  the 
advice  was.  The  biggest  mistake  was  to  treat  fixed- 
income  investors  as  if  they  were  mainly  interested  in 
capital  gains,  not  income.  Financial  writers  think  such 
investors  panic  at  the  possibility  of  a  rise  in  interest  rates.  I  find 
they  have  a  more  nuanced  view.  The  value  of  their  portfolio  can 
be  damaged  by  a  rise  in  rates.  But  the  income  is  not.  And  future 
income,  from  new  cash  or  from  reinvestment  of  interest  pay- 
ments, is  helped  by  a  rise  in  rates. 

Typical  nonsense  from  the  shortsighted  adviser:  It  is  only  a 
matter  of  time  before  the  Fed- 
eral Reserve  pushes  interest 
rates  back  up,  and  that  will  be  a 
bad  thing  for  fixed-income 
types.  This  ignores  an  impor- 
tant distinction.  What  the  Fed 
pushes  up  is  short-term  rates. 
But  fixed-income  investors  are 
more  interested  in  the  10-  to 
30-year  rates.  They  are  worried 
about  inflation,  not  about  the 
overnight  money  rate.  A  Fed 
tightening  of  the  money  supply, 
aimed  at  lessening  future  infla- 
tion, will  benefit  them. 

If  you  are  worried  about  your  long-term  fixed-income 
portfolio,  ignore  the  overnight  money  rate  and  look  at  com- 
modity prices,  the  consumer  price  index  and  manufacturing 
capacity  utilization  numbers  for  a  clue  as  to  when  inflation 
may  begin  to  rise.  Right  now  the  picture  is  muddled,  with  com- 
modities up,  the  CPI  down  and  manufacturing  only  beginning 
to  get  into  gear. 

At  the  moment,  real  interest  rates — yields  minus  inflation — 
are  fairly  low.  A  ten-year  Treasury  pays  4%  and  inflation  is  2%, 
for  a  2%  real  yield.  Is  this  low  real  rate  a  boon  for  fixed-income 
investors?  Quite  the  opposite.  They  curse  the  current  low- 
interest  climate  in  which  their  good-paying  bonds  are  being 
called  away,  forcing  them  to  reinvest  at  lower  rates. 

Likewise,  advice  to  buy  low-yielding  short-maturity  notes, 
with  the  intent  of  increasing  your  flexibility,  is  foolish.  Better  to 
buy  long  maturities  with  coupon  rates  one  or  two  percentage 
points  above  the  current  market  rates  and  with  two  or  three 
years  to  the  call  date.  [Tiese  securities  are  priced  on  a  yield-to- 
call  basis,  with  yields  thai  are  significantly  higher  than  two  or 
three-year  maturity  n<  >te  II  interesl  rates  go  up,  there's  a  good 
chance  such  securities  *o]\  be  called  on  their  call  dates.  You 
then  are  left  in  the  happy  position  of  receiving 
the  coupon  return — aid  for  longer  than  you 


expected.  In  effect,  the  call  pro 
vision  becomes  your  hedgi 
against  inflation. 

Another  piece  of  bum 
advice  is  to  avoid  high-yield 
bonds  and  preferreds  because! 
this  market  is  too  illiquid.  Yes,  ill 
is  for  mutual  funds  buying 
in  multimillion-dollar  incre- 
ments. Smaller  increments  are 
more  easily  traded,  if  you  need 
to  trade. 
Then  come  bond  funds.  The  usual  advice  is  that  these  are 
good  investment  vehicles,  since  pros  manage  them  and  they 
possess  the  marketplace  heft  lacked  by  small  investors.  Bond 
funds  do  have  some  virtues.  They  also  have  a  lot  of  weaknesses. 
Take  fund  fees,  which  become  a  real  burden  when  yields  drop 
into  the  6%  range.  Most  taxable  bond  funds  charge  around  1% 
of  assets.  Also,  bond  funds  typically  turn  their  portfolios  over 
once  or  more  each  year.  This  asset-churning  results  in  the  great- 
est losses  when  rates  rise.  Not  so  for  the  individual  who  buys  a 
20-year  bond  and  holds  it  to  maturity.  To  this  investor,  the  bond 
is  always  worth  par. 

Municipal  bonds?  To  conventional  advice-givers,  they 
sound  great.  Buy  a  muni  bond  yielding  3.5%  and,  assuming  a 
combined  state  and  federal  tax  rate  of  40%,  that's  equivalent  to 
5.8%  pretax.  Think  again.  Most  of  the  media  have  still  not 
caught  on  to  the  fact  that  there's  a  world  of  preferred  stocks  and 
even  some  common  shares  yielding  6%  to  7%  pretax,  translat- 
ing to  5.1%  to  5.9%  after  the  new  15%  dividend  tax  rate.  Fur- 
ther, the  high-yielding  common  and,  to  a  lesser  extent,  the  pre- 
ferreds give  you  better  inflation  protection  than  the  munis. 

My  own  35  suggestions  in  2003,  made  throughout  the  year, 
were  mainly  for  trust  preferreds.  Overall  you  would  have  gained 
10%  in  price  appreciation.  The  dividend  and  interest  income 
made  that  still  sweeter.  My  nicks'  yields  averaged  8.1%. 

In  price  terms,  my  best  pick  was  Ford  Motor  Capital  Trust  II 
(58,  fprs),  a  convertible  preferred,  which  rose  48%  with  divi- 
dends added  in,  trai  kin;  a  ivawery-related  rally  in  the  com- 
mon. Others  were  the  trust  preferreds  of  Royal  Caribbean  Lines 
(12,  XKD),  up  31%  ,  and  the  convertible  preferreds  of  construc- 
tion materials  producer  Tc.os  Industries  (58,  TXIPRS),  up  27%.  My 
worst ,  power  producer  Northwestern  Corp.  (8,  NTHMQ),  was  down 
45%.  It  filed  tor  Chapter  i  I  in  September.  I  have  even  more 
picks,  assembled  u  I  jeted  portfolios  to  suit  individual  needs, 
in  my  Forbes/Lehma  Income  Securities  Investor  newsletter;  see 
www.forbes.com/lel  letails.  F 
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Health 


revention  Puzzle 

lesearchers  have  a  tantalizing  new  idea  for  fighting  cardiovascular 
lisease:  Can  old  asthma  drugs  stop  heart  attacks?  by  robert  langreth 


MEART  DISEASE,  THb  NATION'S  NUMBER  ONE  KILLER, 
has  long  been  thought  of  as  a  simple  plumbing 
failure,  with  arteries  clogging  up  with  fat.  It  seemed 
to  have  nothing  in  common  with  asthma,  arthritis 
and  other  diseases  of  inflammation.  No  longer.  Sci- 
entists probing  the  molecular  origins  of  heart  dis- 
ease are  discovering  surprising  parallels  between  these  two 
kinds  of  disorders,  paving  the  way  for  new  treatments.  Accu- 
mulating evidence  indicates  that  the  arteries  of  a  cardiac  patient 
become  inflamed  with  white  blood  cells  and  other  immune 
system  agents  in  much  the  same  way  as  arthritic  joints  and 
Z    asthmatic  airways. 

According  to  this  new  theory,  heart  attacks  are  not  simply 
3  caused  by  clogged  arteries  but  also  by  an  immune  system  gone 
s  haywire  trying  to  repair  cholesterol-laden  vessels  but  making 
»    matters  much  worse.  The  immune  frenzy  is  believed  to  con- 


tribute to  the  sudden  ruptures  of  the  plaques  that  cause  most 
heart  attacks.  But  how  best  to  target  the  inflammation  with 
drugs  has  been  unclear,  with  numerous  firms  plying  compet- 
ing approaches. 

Now,  in  an  unexpected  twist,  a  string  of  laboratory  and 
genetic  findings  suggest  that  an  old  class  of  asthma  drugs  called 
leukotriene  inhibitors  might  also  help  prevent  heart  attacks.  The 
new  data  indicate  that  leukotrienes,  an  immune-system-signal- 
ing molecule  previously  thought  to  play  a  crucial  role  only  in 
asthma,  are  also  overabundant  inside  diseased  arteries.  Blocking 
them  with  drugs  might  dramatically  reduce  plaques. 

[f  the  findings  hold  up,  they  could  open  a  totally  new 

approach  to  heart  disease,  with  the  potential  to  slash  heart 

attacks  far  beyond  the  30%-to-40%  reduction  seen  with  cho- 

ol  -lowering  drugs  alone.  "This  could  be  another  Lipitor," 

University  of  Southern  California  geneticist  Hooman 
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Allayee,  referring  to  Pfizer's  $9  billion 
pill.  Allayee  is  part  of  a  USC-UCLA  team 
exploring  the  link  between  leukotrienes 
and  atherosclerosis. 

Adds  University  of  Michigan 
leukotriene  expert  Marc  Peters-Golden: 
"The  animal  data  is  pretty  compelling. 
This  is  a  big  deal  from  the  standpoint  of 
treatment  implications  ...  because  there 
are  drugs  already  on  the  market  or  in 
development  that  block  leukotrienes." 
Best  known  among  these  are  asthma 
fighters  Singulair,  from  Merck,  and  Acco- 
late,  from  AstraZeneca.  Dozens  of 
broader-acting  leukotriene  drugs  are 
gathering  dust,  abandoned  by  the  indus- 
try after  asthma  seemed  tapped  out. 

Both  Merck  and  Pfizer  are  now  racing 
to  test  whether  their  leukotriene-blocking 
drugs  might  work  for  cardiovascular  dis- 
ease. Neither  company  will  comment  on 
its  work,  but  Pfizer  recently  published  an 
animal  study  showing  that  a  leukotriene 
blocker  called  CP-105,696  shrank  artery 
plaques  dramatically  in  mice  that  were 
fed  the  compound  for  35  days,  as  com- 
pared with  a  control  group  that  didn't  get 
the  compound.  Meanwhile,  Dr.  Allayee  at 
USC  plans  to  begin  a  200-patient  clinical 
trial  testing  whether  leukotriene  blockers 
like  Singulair  can  prevent  atherosclerosis 
in  high-risk  patients  as  soon  as  he  can 
obtain  government  funding. 

His  competition  is  Iceland-based 
biotech  firm  DeCode  Genetics,  which 
owns  the  unprecedentedly  detailed 
genetic  database  constructed  of  blood 
samples  from  the  isolated  Icelandic  popu- 
lation, along  with  their  medical  histories 
and  genealogy.  DeCode  says  it  has  identi- 
fied an  unspecified  inflammation-pro- 
ducing gene,  present  in  30%  of  Iceland's 
heart  attack  patients,  that  doubles  the  risk 
of  heart  attacks.  The  company  is  starting 
up  a  large  trial  with  an  anti-inflammatory 
drug  it  licensed  from  Bayer  that  targets 
the  bad  gene,  hoping  to  show  that  the 
drug  slashes  the  risk  of  hearl  attacks  in 
cardiovascular  patients.  A  DeCode 
spokesman  won't  identify  the  gene  or  the 
drug  until  the  results  are  pu  dished  i  a 
scientific  journal,  but  outside  i.st  ii  .is 
believe  the  company  is  also  targeting 
leukotrienes. 

One  of  the  first  hints  that  leuko 


Attacking  Atherosclerosis 


Drugmakers  are  advancing  a  variety  of 
new  compounds  to  unclog  arteries. 
Many  of  the  treatments  aim  to  reduce 
inflammation,  while  others  try  to 
increase  levels  of  good  cholesterol. 
Each  of  the  candidates  below  are  in 
human  trials. 

— R.L  and  Matthew  Herper 

» Lipitor-torcetrapib  I  Pfizer 
Combines  bestseller  Lipitor  with  new 
chemical  that  boosts  good  cholesterol. 


GSK  480848  i  GlaxoSmithKline 

Gene-based  drug  hits  inflammation- 
producing  enzyme  in  arteries, 
Lp-PLA2. 

■  AGI-1067    AtfteroGenics 

Stops  cholesterol  from  causing  artery 

inflammation. 

'  CS-505    Sankyo 

Aims  to  keep  cholesterol  from  sticking 
to  artery  walls. 


DG03I     DeCode  Genetics 

Mystery  heart  attack  drug  supposedly 
targets  leukotrienes. 

trienes  might  be  involved  in  heart  dis- 
ease came  over  a  decade  ago  when  Har- 
vard Medical  School  biochemist  Charles 
Serhan  examined  coronary  plaque  sam- 
ples from  12  angioplasty  patients.  He  was 
stunned  to  find  that  the  plaques  con- 
tained huge  quantities  of  leukotrienes. 
He  tried  to  persuade  drug  firms  to  test 
their  asthma  drugs  on  heart  patients,  but 
no  one  was  interested  in  the  seemingly 
wacky  idea. 

About  the  same  time,  UCLA  mouse 
geneticist  Margarete  Mehrabian  set  out 
to  identify  a  genetic  explanation  for  heart 
disease.  Why,  she  wanted  to  know,  could 
some  people  smoke  cigars  and  eat  steak 
foi  breakfast,  and  <ti!l  live  to  100?  Mehra- 
bian painstakingly  analyzed  the  genomes 
t>;  500  mice  and  by  2001,  had  found  the 
r<  ugh  location  ol  .-.  gene  that  seemed  to 
pi  event  atherosclerosis.  She  started  sort- 
ing through  hundreds  of  genes  in  that 
DNA  region  to  find  the   »ne  responsible. 


She  focused  on  a  protein  called  5- 
lipoxygenase,  a  key  enzyme  that  spurs  the 
body  to  produce  leukotrienes.  Her  team 
tested  mice  in  which  the  5-lipoxygenase 
gene  had  been  deleted.  In  2002  they 
found  that  the  arteries  in  these  mice  never 
clogged  up,  no  matter  how  much  fat  they 
ate,  an  indication  that  a  lack  of 
leukotrienes  lowered  the  inflammation 
risk  behind  atherosclerosis. 

Mehrabian's  colleague  Dr.  Allayee 
took  the  lead  in  figuring  out  whether 
leukotrienes  are  involved  in  human  car- 
diovascular disease.  Their  team  studied 
DNA  samples  from  470  middle-aged  men 
and  women  who  were  already  taking  part 
in  a  long-term  study  of  atherosclerosis 
led  by  USC's  James  Dwyer.  The  re- 
searchers found  that  6%  of  the  patients 
had  a  mutation  in  the  5-lipoxygenase 
gene  and  experienced  accelerated  ather- 
osclerosis compared  with  the  other  pa- 
tients, according  to  results  published  in 
January  in  the  New  England  Journal  of 
Medicine. 

Exactly  how  the  bad  human  gene 
works  is  murky.  The  USC-UCLA  team 
believes  that  the  gene  produces  leu- 
kotrienes more  efficiently,  causing  gunk 
to  build  up  faster  than  normal,  al- 
though this  contradicts  some  previous 
research.  Some  researchers  say  that  the 
USC-UCLA  team,  while  on  the  right 
track,  had  too  small  a  patient  pool  to 
know  if  they  snagged  exactly  the  right 
human  gene. 

The  concept  of  fighting  heart  disease 
with  asthma  drugs  is  still  in  its  infancy.  It 
will  take  several  years  to  confirm  the  var- 
ious gene  findings  and  to  test  whether 
leukotriene-blockers  work  on  human 
heart  disease.  Currently  marketed  drugs 
like  Singulair  may  not  work  because  they 
don't  stop  all  types  of  leukotrienes;  it  may 
be  necessary  to  use  broader-acting 
leukotriene  blockers  to  help  heart 
patients. 

Moreover,  drug  firms  are  testing 
numerous  other  approaches  to  reduce 
artery  inflammation  that  may  prove  more 
effective.  But  if  the  leukotriene  drugs  can 
help  heart  patients  even  a  little,  it  would 
provide  a  badly  needed  new  option  to 
counteract  our  artery-clogging  Western 
lifestyle.  F 
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Sands  soft  as' 
powdered  sugar. 


Blackbeard's 


% 


Skip  Nassau's  glitz.  Explore  instead  the  deserted 
strands  and  grottoes  of  Exuma  j  by  dirk  smillie 


■EMINGWAY  FOUND  BIMINI, 
but  Harold  Hartman,  one- 
time owner  of  a  New  Jersey 
company,  madf.  the  tiny 
island  of  Staj  i<  I  I  ay  Ms  adopted  h  une. 
His  only  tin  tung  there,  Landing  a 

small  plane  o  he  isle's  short  gravel 
airstrip  was  an  ad  i  So  in  the  mid- 
1970s  he  and  partner  . ;  more  than 
$150,000  in  improvem  it  included  a 
3,000-foot  paved  strip  1 1  ted  it  to 
the  Bahamian  government  in    ,   langefar 


land  on  the  island's  east  side. 

Hartman  died  in  1991,  but  the  do-it- 
yourself  ethos  among  U.S.  expatriates 
continues  to  pave  the  way  for  better 
tourism  in  the  Exumas,  a  chain  of  365 
Bahamian  islands  and  cays  (pronounced 
"keys"),  low  reefs  of  sand  or  coral  From 
the  air  they  look  like  tiny  stepping  stones 
ringed  by  translucent  hues  of  jade  and 
sapphire,  the  sands  on  their  1  serled 
bead    •>  so    as    i  wdered  sugar. 

In  the  1  "th cei  tury  the caj  'hi   ten  in- 


lets, coves  and  limestone  caverns  were  tM 
favorite  haunts  of  such  pirates  and  privaji 
teers  as  Blackbeard,  who  plundered  SpanisbJo 
galleons  leaving  the  New  World.  With  motf'f 
of  the  archipelago  lying  less  than  an  hourl 
flight  from  Nassau,  these  same  sites  now. 
lure  eco-tourists.  On  Leaf  Cay,  for  example 
yard-long  rock  iguanas  sun  themselves  wit»l 
a  languor  unbecoming  an  endangered 
species.  To  the  south,  on  Stocking  Islandr 
luminescent  red  starfish  grow  to  over  a  fool 
in  diameter.  „ 

In  1973  Hartman  neighbor  Martha 
Wohlford,  a  novelist,  used  sideband  radii! 
to  set  up  the  first  communications  link  be 
tween  Staniel  Cay  and  the  outside  world 
Later  the  Bahamian  government  built ,]  j 
200-foot  telecommunications  tower  till 
bring  phone  service  to  the  island.  Still,  getiP 
ting  a  dial  tone  can  be  nearly  impossibk-r 
Visitors  and  island  residents,  some  or 

■I 

whom  go  back  seven  generations,  insteaij, 
use  VHF  marine  radio. 

Not  a  bad  alternative.  Part  of  th 
charm  of  visiting  Staniel  Cay,  which  is 
30  minute  flight  from  Nassau,  is  eaves 
dropping  on  other  visitors  over  channt 
16,  used  as  a  kind  of  public  address  sys 
tern  by  all  100  of  the  island's  residents  an 
40  vacation  homeowners.  The  chatte 
starts  daily  at  8  a.m.,  when  a  woman  wit 
the  call  sign  Blue  Yonder  delivers  the  day 
weather  report.  Soon  after,  yacht  captain 
talk  about  where  they're  heading  and  swa 
tips  on  anchorage  conditions.  Tourists  i 
the  know  use  the  channel  to  place  ordei 
for  fresh  bread  from  baker  Vivian  Rolle  c 
to  make  dinner  reservations  at  the  Yacl 
Club,  the  only  restaurant  that's  consis 
tendy  open. 

Private  home  building  on  640-aci 
Staniel  Cay  is  flourishing  and  gives  som 
parts  of  the  island  a  ramshackle  appeal 
ance.  That  doesn't  mar  the  view  fror 
Wohlford's  home,  which  overlooks  Thur 
derball  Grotto,  a  snorkeler's  paradis 
(see  box).  The  Bahamian  government  h; 
promised  to  step  up  efforts  to  bring  pave 
roads  to  the  cay,  where  cars  aren't  allowei 
only  golf  carts.  But  progress  is  slow  in  tl 
Bahamas,  so  watch  the  rocks.  .    I 
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PASS  CAY 


he  first  sights  at  Compass  Cay  is  the  family 
sharks  who  live  at  the  dock— the/re  tame 
to  pet.  There  are  13  beaches,  many  with 
ular  snorkeling  around  Elkhorn  coral- 
vertical  formations  with  knobs  protruding, 
re  only  two  rental  homes  to  choose  from  on 
>-mile-long  cay  owned  by  Tucker  Rolle, 
)  grandparents  grew  corn,  cassava  and 
peas  here.  A  herd  of  goats  roams  the  west 
the  island.  To  the  south  a  hiking  trail  leads 
Id  Haitian  shipwreck,  www.compasscay.com 

D  &  SEA  PARK 

nine  conservation  area  known  as  Exuma 
and  &  Sea  Park  consists  of  15  major  cays 
'6  square  miles  and  includes  some  of  the 
ye-popping  undersea  life  in  the  Bahamas. 
>ay  to  visit  it  is  by  sea  kayak.  There  are  no 
within  park  boundaries,  but  camping  is 
ted.  Worth  the  trip  alone:  the  Rocky  Dundas, 
lands  housing  grottoes  that  have  stalactites 
ig  from  their  ceilings,  www.exumapark.com 

VLCAY 

rs  to  Fowl  Cay  are  often  greeted  by  a  pair  of 
>ound  swimming  pigs,  portly  denizens  of  a 
iy  island.  A  century  ago  Fowl  Cay  was  used  to 
chickens.  Now  this  50-acre  island  is  privately 
d  by  a  U.S.  couple  who  sold  their  furniture 
iess  and  retired  here  in  the  late  1990s.  The 
homes  they  rent  include  access  to  the  main 
L  Hill  House.  For  a  true  deserted-island  experi- 
,  take  a  kayak  and  paddle  out  to  any  of  several 
ler  cays  offshore,  www.fowlcay.com 

JSHA  CAY 

For  $24,750  a  day,  you  and 
up  to  seven  friends  can 
rent  this  150-acre  island, 
which  includes  a  staff  of 
30.  Its  owner,  John  J.  Melk, 
an  early  investor  in  Block- 
buster, spent  $60  million 
developing  it.  The  main 
lodge  is  10,000  square  feet; 
coftages  each  have  an  outdoor  Jacuzzi,  pri- 
i  beach  and  a  flagpole  from  which  can  be  flown 
Hlow  "Do  Not  Disturb"  flag— vital  for  keeping 
aggressively  attentive  staff  at  bay.  (For  a 
ited  story,  see  www.forbes.com/mushacayJ 

rANIEL  CAY 

jntal  of  Martha  Wohlford's  vacation  home  in- 
des  a  13-foot  Boston  whaler.  Use  it  to  visit  Thun- 
ball  Grotto,  where  villains  in  the  James  Bond  film 
two  nuclear  bombs.  The  grotto  is  a  natural  lime- 
ne  cavern,  which  you  can  enter  underwater  or  at 
'  tide.  Inside  rays  of  light  stream  biblically  through 
aulted  ceiling  as  purple  parrot  fish  swim  below, 
itors  also  can  stay  in  a  beachfront  bungalow  at 
i  Yacht  Club,  which  serves  the  best  cracked 
wh  and  grouper  fingers  for  miles  around.  Fugitive 
ancier  Robert  Vesco  once  hid  out  here. 
rw.stanielcay.com;  www.mwpr.com/serenity.rrfrn 
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CEO  NETWORK 


Join  the  over  5,000  senior  executives  from  around  the  globe  who  have 
restricted  access  to  unique  content,  discussion  boards,  chats  and  polls. 


•  Exchange  ideas,  best  practices  and  strategies  with  your  peers. 

•  Chat  with  Forbes  senior  editors  and  executives. 

•  Watch  keynote  addresses  from  Forbes  Conferences, 
such  as  the  Global  CEO  Conference  in  Hong  Kong. 

•  Get  the  latest  news  and  incisive  commentary 
tailored  to  the  needs  of  the  world's  CEOs. 


Membership  in  the  CEO  Network  is  free  to  qualified  applicants. 
Email  ceoinvite@forbes.net  to  request  your  membership  invitation. 
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Home  Page  for  the 
World's  Business  Leaders 
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For  ev»  ry  tlild  lost  to  poverty,  dysfunction  or  despair,  we  lose  the 
next  iozar  , Thurgood  Marshall  or  Eleanor  Roosevelt.  Volunteers  of 
America  ■caches  out  to  the  nations  most  vulnerable  individuals  with 
program  that  help  children  rebuild  their  lives  We  help  young  people  by 
providin  suth  programs  as  adoption  and  ijster  care  services,  youth 
empioyr  eat  training  and  transitional  nd  emergency  shelter.  Find  out 
whai  yo.  I  ran  do.  Call  1  (800)  899-0089  or  visit  us  at  www.  voa.org. 


•Mere  are  no  limits  to  caring. 


Volunteers 
of  America* 
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Diet  &F%r\+ 


AUTHENTIC  CUBAN  CIGARS  DELIVERED  ANYWHERE 

Visa,MC  &AmEx 
Authenticity,  satisfaction 
and  delivery — guaranteed! 


(416)  717-1110 
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Discount  Cruises 


CRYSTAL 


Timeshare 


TIMESHARES 


CRUISES 


1-800-788-8108 


OUR  37th  YEAR 

www.nationaldiscomtcruise.com 


Watches      'JJZl 


SWISS  WATCHES 


GREAT  DISCOUNT  PRICES!  J%, 

•  TAX  FREE 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CARTIER,  OMEGA,  TAG,  ETC/'3 

CALL  NOW  (949)  470-4545 


WWW.ATLANTICTIME.COM 


Education 


save  up  lo... 

70 


% 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


,  BEST  RESORTS, 

PRICES  &  WEEKS 

.  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  (800)  704-0307 


HOLIDAYGROUP.com 


Whisky  &  Cigars 


Scotland's  Oldest  Most 

Distinguished 

Whisky  &  Cigar  Merchant 

Now  Ships  Worldwide. 

Rare  Malts,  Habanas  sa,  Pipes 
and  Personalized  Whiskies 

www.RobertGraham  1 874.com 


Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  ■  Select  by  geography,  sales  volume, 
business  type,  contact  name,  credit  rating,  and  more. 

250  Million  Consumers  ■  Select  by  age,  income,  home  value, 
buying  behavior,  geography,  and  more. 

Customer  Analyzer  &  Prospect  Builder  ■  Analyze  your  current 
customers  S  find  prospecls  thai  malch  Fnjfi  analysis  8  25  Free 
prospects  at  inlbUSA.com. 

«M^  1-800-264-4241  01FOR 


For  information  and 

rales  on  advertising 

in  the  next  Forbes 

Display  Classified  Section. 

Call  Media  Options 

1-8  00-442-6  44  T 

mediopt@aol.com 
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Meal  replacements  are 

the  best  way  to  lose 

weight  and  keep  it  off. 

Science  proves  it.  And  21  years  of 
data  show  HMR  is  the  best  meal 
replacement  diet  program.  No 
other  diet  can  make  this  claim. 

HMR  at  Home®  average  weight  loss 
is  5-10  lbs.  in  the  first  two  weeks 
and  23  lbs.  in  12  weeks. 

Call  today  for  a  free  catalog  of  diet 
foods  and  for  information  about  our 
HMR  at  Home  phone  program. 


HMR 


I -800-4 1 8- 1 367 

Code  40040 


Business  Opportunities  I  Business  Opportunities ; 


The  current  SLOW 
economy  is  making 
BIG  MONEY  for  loan 
and  leasing  brokersl 


Business  Loans  ■  Equipment  Lommo 

OWN  YOUR  OWM 
aUSIMeSS  LOAM  COMPANY 

No  experience  needed ...  We  support  you! 
RECEIVE  A  FREE 

4$  MINUTE  VIDEOTAPE  SEMINAR 
-  FULL  COLOR  INFO  PACKET  A  BROCHURE 


CALL  TODAY 

800-336-3933 


The  Loan   Consultant- 


A  Mind  Boggling  Profit  Potential 

Earn  a  serious  six  figure  income  yearly 

with  our  proven  program  now  being 

implemented  in  high  schools  across  America. 

Exciting  &  unique  opportunity  for 

individual  w/  mgmt./sales  ability. 

Inv.  of  $19,500 

866-635-8455 


www.e-mcorporate.com 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 

Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


Revolutionary 

•  Blue  Chip  Property  Formerly  Unavailable 

•  Lifetime  of  Residuals 

•  Get  In  On  THE  Multi-Billion  $  Industry 

•  Exclusive  First  Time  Offer 

Do  NOT  Miss  This 

Call  1-888-920-INVEST 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits. 

Complete  Training. 

Call  for  Free  Information. 

800-995-0049  ext.  1862 


OFFSHORE 


♦Companies  nn^S?  "* 

♦Banking  cS££" 

tp^HCaris  Capital  Asset 

♦Privacy  mIt^JZ^t 

(800)710-0002      Fmhte 

VjarTUCMmex    " 


OIL  WELLS  for  SALE 

100%  working  interest  in  7  wells, 

netting  $6,500  per  mo. 

Price  $200,000. 

Upside  potential. 

1-300  880-7202  or  call 
Cell  806-548-0760 


Forbes 

Subscriber  Service 

To  order  change  address 
or  other  customer  service, 

call  1-800-888-9896 


Newsletter 


Forbes  Gusli  Pic<; 


5  No  Load  Funds 
for  the  Fall  of  2003 

Forbes  Newsletters  just  issued  a  new  BUY 
LIST  containing  the  TOP  recommendations 
of  5  of  our  best  performing  gurus.  For  a  lim- 
ited time  this  Special  Report  is  available 
without  charge  when  you  sign  up  for  Forbes 
FREE  Investment  Guru  Email. 
Sign  up  today  at  www.forbes.com/guru 
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Advertisement 


Dali  Prints 


Luxury  Yachting 


ARE  DALI  PRINTS 

,ihi  own,  or arr  consiilerini;  the  punlui\c 
of  a  Salvador  Dali  print.... 

ir  exclusive  catalog  features  full-color 
lures  of  more  than  300  signed  limited 
raon  Salvador  Dtth  prints.  Each  print  is  fullv 
imented  bv  Albert  Field,  curator  of  the 
ador  Dali  Archives,  and  guaranteed 
thentic.  The  catalog,  "Salvador  Dali:  A 
trospective  of  Master  Prints,"  is  a  must 
■  anyone  interested  in  works  signed  by 
li.  Call  now  and  we  will  rush  you  a  free 
pv  of  "The  SalvadorDali  Collector's 
wsletter".  ($15  per  issue) 


l-(800)  275-3254 

ask  for  Dept.  FM 
h«j7/w»»  italipilcr.  uxii  •  I  v\  tU  B4  OT 

Hn»FirAiT-l«>i:  \mihM.t  UK  PjliIW  PjIinjA-v  C  \  90DS 


Newsletter 


Investments 


NANOTECH  IS  HOT... 
IT  DON'T  GET  BURNED! 

otechnoloqy  is  changing  the  world  and 

ting  the  investing  opportunity  of  a 

me.  We  told  our  readers  to  buy  Flamel 

.ML)  at  $1.60  and  it  is  now  over 

..our  Nanosphere  Portfolio  is  up  over 

%  since  March  2002  and  a  recent 

ommendation  popped  31.49%  in  one 

ek.  But  beware  of  the  hype!  The 

bes/Wolfe  Nanotech  Report  separates 

true  leaders  from  the  overpriced. 

(scribe  Risk-Free,  save  67.5%,  pay  just 

jet  2  Free  Reports. 

:all  800-523-7967  or  go  to 
www.forbeswolfe.com/frb 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 

the  Investor  Disclosure  Process 
(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

ft  s  InvestorTainmenr®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)61 0-5982 

Office  847-426-8701 

CEO  847-341-4325     • 

Website  www.investforclosures.com 

Email  info@investforclosures.com 


Legal  Services 


MnnsnsESn 


Domestic  &  Offshore  Strategies 
Companies,  Trusts,  Private  Banking 

•Maximum  Privacy 

•  Tax  Savings 

•  Estate  Planning 

•  Global  Investments 


iteven  Sears,  CPA  •  Attorney  at  Law 
149-262-1100  •  www.searsatty.com 


Lamps  &  Lighting 


thebnghtspot.com 


'  _„  Website  and  catalog 

of  Mission,  Mica,  Tiffany 

lamps  &  lighting  fixtures. 

Shown:  Gotham  by  Quoizel 

The  Bright  Spot,  Inc. 

1-  800-736-0 126 

www.thebrightspot.com 


ivestment* 
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Watches 


UP  TO  14% ANNUAL  RETURNS 
SECURED  BY  FIRST  MORTAGES 

Short  terms  1-2  yrs.  Indiv  Is,  IRA  s,  pension 

lans.  Documented  in  name  of  lender  with  title 
and  casualty  Insurance.  We  service,  pay 

lonthly,  can  roll  over  funds  on  payoff.  We  buy. 

ell  distressed  properties.  Excell.  track  record, 

good  properties,  Mr.  Rosan. 

EAST  COAST  CAPITAL  COMPANY,  LLC 

212-909-0300  800-757-3177 


NATIONAL  WATCH  &  DIAMONI 
.  BUY  .  SELL  .  TRADE 


OVER  300  PRE-OWNED 

ROLEX  IN  STOCK 
also  Cartier.  Breilling  &  Tag 

Largest  Selection  of 
Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  notionolwatch.com 

Slh  &  Cheslnul  Siruls,  Philo,  PA hwd  r,Mtaiofl<rift*.yw*i 


XRent  A  Greek 
TCruising  Palace 


And  sail 
among  the 

r\r\r\  r^ 1 


islands 


Also  available  for  Athens  Olympics  2004 
Sec  Website:  OlvmpicsAthens2004Yachting.com 

Chattel  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests, 

from  50'  to  200'  and  $700  to  S20.000  pel  day  tor  entire  yacht  with 

its  Kill  crew)  trom  VALEF  YACHTS,  agents  for  the  largest  fleet 

or  crewetl  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

Bin 

-  You  can  plan  your  own  itinerary  with  your  own  captain 

•  Your  IckkI  w  ith  your  own  chef 

•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 

to... pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  "25 1  Fir  Rd„  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (21 5)  (>i  1-162  I  •  (215)641-0423  •  (800)223-3845  •  Fax:(215)641-1746 
E-mail:  info@valefvachts.carh  •  Website:  VALEFYACHTS  com 


Business  Financing 


Health/Back  Pain 


BANK  SAYS  "NO"? 

We'll  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Wei!  800 -499-6179 
or  888-505-7332  for 
recorded  information. 


i:fcw:«ai/Mj 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briardiff  Manor,  NY  10510 
www.postureeducafion.com 


CALL  TOLL-FREE  1-800-392-0363 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Section 

Call  Media  Options  jjT. 

1 .800-442-6441 

mediopt@aol.com 


THOUGHTS 

On  the  Business  of  Life 


TAT 

^k     /^k     /     hen  aPicasso  went  for  over  $3  million  at  miction  recently,  it  seemed  to  me  incredible. 

^k/     ^k/       ^"^  «^iter  seeing  that  fabulous  retrospective  of  900  of  his  works  organized  by 

▼  V         New  York's  Museum  of  Modern  Art  to  celebrate  its  50th  anniversary,  I  still  find 

that  price  unreal.  It's  just  not  likely  that  a  three-mile  length  of  modern  works  can  long  command  prices 

that  exceed  those  of  the  rare  surviving  works  of  Rembrandt,  El  Greco,  Michelangelo.  If  you  do  any 

collecting  and  view  your  art  as  an  investment,  your  Picassos  have  peaked.  — MALCOLM  S.  FORBES  (1980) 


Individually,  museums  are  fine 
institutions;  collectively,  their  growth 
in  numbers  points  to  the  imaginative 
death  of  this  country. 

—ROBERT  HEWISON 


I  never  can  pass  by  the  Metropolitan 
Museum  of  Art  in  New  York  without 
thinking  of  it  not  as  a  gallery  of  living 
portraits  but  as  a  cemetery  of 
tax-deductible  wealth. 

—LEWIS  LAPHAM 


Museums  are  just  a  lot  of  lies.  We  have 
infected  the  pictures  in  museums  with  all  I 
our  stupidities,  all  our  mistakes,  all  our 
poverty  of  spirit.  We  have  turned  them 
into  petty  and  ridiculous  things. 

—PABLO  PICASSO! 


An  artist  may  visit  a  museum, 
but  only  a  pedant  can  live  there. 

—GEORGE  SANTAYANaI 


Attitudes  to  museums  have  changed. 
If  it  had  Marilyn  Monroe's  knickers  or 
laurence  Olivier  s  jockstrap  they  would 
flock  to  it. 

—JONATHAN  MILLER 


Dead  artists  always  bring  out  an  older, 
richer  crowd. 

—ELIZABETH  SHAW, 


The  Solomon  R.  Guggenheim  Museum 
is  a  war  between  architecture  and  painting 
in  which  both  come  out  badly  maimed. 

—JOHN  CANADAY 


One  ought  not  to  hoard  culture.  It  should 
be  adapted  and  infused  into  society  as  a 
leaven.  liberality  of  culture  does  not  mean 
illiberality  of  its  benefits. 

—WALLACE  STEVENS 


An  art  book  is  a  museum  without  walls. 

—ANDRE  MALRAUX 


Each  living  art  object,  taken  out  of  its 
native  habitat  so  we  can  conveniently  gaze 
at  it,  is  like  an  animal  in  a  zoo.  Something 
about  it  has  died  in  the  removal. 

\NIEL  J.  BOORSTIN 


A  museum  is  not  a  first-hand  contact: 
it  is  an  illustrated  lecture.  And  what  one 
wants  is  the  actual  vital  touch. 

— D.H.  LAWRFNCE 


Great  art  picks  up  where  nature  ends. 

—MARC  CHAGA1  1 
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J  have  seen  all  the  works  that  are 
done  under  the  sun;  and,  behold, 
all  is  vanity  and  vexation  of  spirit. 

— ECCLESIASTES  1:14 
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to  do  more  than  just  feast  with  their  eyes — yes,  we  do 
have  the  recipes — go  to  www.forbes.com/extra  and  click 
on  the  Food  With  Wine  link. 


Peasant  flour  soup  with  Florida  frog  legs  and  scallions. 
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Image  Enhancement 

Follow  up  the  story  in  this  issue 
on  how  Corbis  is  changing 
commercial  photography  by 
going  online  to  Forbes.com's 
Technology  section  devoted  to 
the  convergence  of  information 
technology  and  imaging  at 
www.forbes.com/infoimaging. 

Fastest-Growing  Tech 

Online:  expanded  coverage  of 
our  recent  feature  on  the 
Fastest-Growing  Technology 
Companies — including  profiles 
of  Autoimmune,  Digimarc, 
Nextel  Communications  and 
J2  Global  Communications — 
and  our  global  list  of  fast- 
growing  technology  stars. 

Forbes  on  Fox 

Clips  from  our  weekly  TV  show 
are  available  online. 

Search  Our  Archive 
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load, print  or  e-mail  articles. 
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TO  KEEP  EVERY  PROMISE. 
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i  THE  POWER  OF  SIMPLICITY. 


It's  simple,  really.  At  New  York  Life,  we  are  committed  to  keeping  our 
promises.  Promises  stand  behind  everything  we  do.  It's  why  we're  a 
mutual  company,  answering  only  to  the  long-term  interests  of  our 
policyholders,  not  the  short-term  demands  of  Wall  Street.  It's  why 
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pay  for  nursing  home  costs.  It's  simple:  We  will  be  here  to  keep  our 
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-  Worked  at  the  company  for  5  years 


-  Just  gave  her  two  weeks'  notice 


Not  sure  what  to  do  with  her  401(k) 


' 


It's  not  just  another 
401  (k)  rollover. 

It's  the  future  of  your  retirement 


A  more  complete 
approach  to  wealth 
management 

Today,  achieving  financial 
security  is  a  two-sided 
effort:  growing  your 
assets,  and  protecting 
what  you've  built.  With 
decades  of  experience  in 
both  asset  management 
and  insurance,  Prudential 
Financial  is  creating 
new  and  more  powerful 
ways  to  help  grow 
and  protect  wealth. 


If  you're  changing  jobs,  what  to  do  with  your  401  (k)  is  a  high-stakes  decision.  At  Prudential 
Financial,  you'll  find  the  guidance  you  need  to  make  sound  investment  choices.  We'll 
show  you  how  to  roll  your  investments  over  to  an  IRA  that  puts  you  in  control.  And  we'll 
help  you  capitalize  on  the  opportunities  created  by  recent  tax  law  changes. 


Before  you  roll  it  over,  think  it  over.  Starting 
a  new  job  is  also  a  good  time  to  reconsider  your 
overall  retirement  strategy.  Are  your  goals  still 
the  same?  How  will  the  new  tax  legislation  affect 
your  portfolio?  A  Prudential  professional  can 
help  you  set  a  course. 

Access  a  world  of  investment  choices. 

Prudential  offers  a  complete  spectrum  of 
investment  options  for  your  Rollover  IRA 
Select  mutual  funds  from  Prudential,  Janus, 
Fidelity,  AIM,  INVESCO  and  other  top  names, 
plus  CDs  and  more.  Your  Prudential  professional 
can  help  you  diversify  your  IRA — and  readjust 
as  your  needs  change. 


Prudential  provides  the  tools  to  manage 
your  IRA  wisely.  Online  account  access.  Asset 
allocation  services.  At  Prudential,  you'll  find  the 
information  you  need  to  make  timely,  informed 
decisions  for  your  retirement  investments. 

Get  started  today.  For  more  smart  retirement 
solutions,  call  today  to  find  a  Prudential 
professional  near  you. 


1-800-THE-RQCKext.3356 

or  visit  us  at:  prudential. com 


Prudential  (®  Financial 

Crowing  and  Protecting  Your  Wealth® 


Securities  offered  through  Pruco  Securities,  LLC  (member  SIPC).  Life  insurance  issued  by  The  Prudential  Insurance  Company  of  America,  Newark,  NJ,  and  its  affiliates.  All  ore  Prudential  Financial  companies.  For  more  information  about  the 
funds,  including  charges  and  expenses,  please  contact  your  Prudential  professional  for  a  prospectus.  Read  the  prospectus  carefully  before  you  invest  or  send  money.  Prudential  is  not  a  tax  advisor. 
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'Corporate  income  tax  as  fraction  of  federal  receip' 
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Source:  Economic  Report  of  the  President. 


Come  Back,  Jimmy  Carter  our  annual 

survey  of  real  estate  investment  trusts  could  give  great  inspira- 
tion to  a  populist  denouncing  corporate  greed.  Loopholes?  Why, 
these  corporations  don't  pay  a  blessed  dime  of  income  tax.  Their 
profits,  from  shopping  malls  and  office  buildings  and  what  have 
you,  flow  straight 
through  to  shareholders. 
If  you  want  a  piece  of 
the  action,  check  out 
Stephane  Fitch's  review 
of  the  stocks  on  page  94. 

There's  a  risk, 
though.  What  would 
happen  if  someone  like 
John  Kerry  got  wind  of 
what's  going  on?  What  if 
he  ended  this  "loop- 
hole"? Typical  of  the 
man's  pronouncements 
on  taxation,  from  a  campaign  press  release:  "Kerry  Calls  for 
Crack  Down  on  Corporations  That  Avoid  Taxes." 

In  a  fairer  tax  system  every  single  corporation  would  be 
taxed  just  like  REITs.  The  business  would  pay  no  income  tax,  and 
instead  its  shareholders  would  owe  personal  tax  on  their  share  of 
the  profits,  whether  those  profits  were  distributed  as  dividends 
or  not.  Bill  Gates  would  owe  35%  on  his  share  of  Microsoft's 
net;  the  starving  widow  with  100  shares  would  owe  nothing  on 
hers.  The  dividend  tax,  recendy  cut  to  15%,  would  be  abolished 
altogether. 

President  Jimmy  Carter  spoke  vaguely  about  just  such  a 
reform  but  didn't  push  it.  It's  just  too  hard  to  explain  to  the  vot- 
ers. Far  more  appealing  to  them  is  the  notion  that  corporations 
are  hoarding  piles  of  money,  and  if  we  could  just  get  our  hands 
on  some  of  it  we  could  lighten  the  tax  burden  on  us  hard-work- 
ing citizens.  As  the  chart  illustrates,  corporations  seem  to  be  get- 
ting off  too  easy. 

But  are  voters  dumb  enough  to  think  that  taxes  on  corpora- 
tions don't  ultimately  fall  on  people?  They  might  be.  I  am 
reminded  of  a  spectacularly  stupid  tax  proposal  that  came  out 
13  years  ago.  The  idea  was  to  raise  a  quick  and  easy  $85  billion  a 
year  with  a  tiny  0.02%  tax  on  checks  and  bank  wires.  In  a  letter 
pushing  the  idea,  a  senator  noted  that  the  tax  would  cost  just 
pennies  for  an  individual  writing  a  $100  check.  The  burden 
would  be  borne  mostly  by  financial  institutions  that  wire  money 
back  and  forth  all  day  long.  Hey,  those  banks  have  sacks  of  cash 
in  their  vaults!  Take  some  for  the  Treasury! 

The  senator  behind  the  check  tax  (which  died  before  reach- 
ing the  floor):  John  Kerry.  If  you  think  he  has  a  shot  at  winning 
this  November,  you  should  hold  off  buying  REITs — or  any  other 


investments. 
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Can  your  network  turn 

business  as  we  kpow  it  into 

business  as  we  want  it? 


IT  CAN  IF  IT'S  DESIGNED  BY  THE  WORLD'S  NETWORKING  COMPANY.  Now  that  everything  is  on  it,  your 
network  is  more  important  than  ever.  So,  can  your  network  handle  the  demands  of  a  transformed, 
interconnected  and  very  demanding  new  world?  Is  it  wired  and  wireless  and  virtual  and  constantly 
available  to  authorized  personnel  and  nobody  else?  Is  it  in  lockstep  with  your  partners  and  three  steps 
ahead  of  your  customers?  At  AT&T,  we  don't  just  carry  more  Internet  traffic  than  anyone  in  North 
America,  we're  also  committed  to  building  simpler,  stronger  and  smarter  networking  environments. 
And  it's  why  we're  partnering  with  other  key  technology  companies  to  help  make  it  happen.  Can 
your  network  overpower  every  obstacle  in  its  way  and  actually  do  all  the  things  it  was  designed  to 
do  in  the  first  place?  We'd  like  to  introduce  you  to  one  that  can.  Just  call  1-888-889-0234. 


AT&T 

The  world's  networking  company5 


att.com/networking  .-. 
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Hold  the  Applause 

As  usual,  magazine  mutual  fund  review- 
ers can't  stop  falling  over  each  other  to 
find  reasons  to  praise  Vanguard.  In  "Is  • 
Your  Fund  Manager  Any  Good?"  (Feb.  2, 
p.  100)  FORBES  gushes  over  Vanguard 
Primecap  and  how  it  has  done  so  well 
over  a  15-year  period.  In  the  next  sen- 
tence the  article  rips  Granum  Value  Fund 
for  making  only  4%  after  fees  over  the 
last  3  years.  If  FORBES  bothered  to  look  at 
the  3-year  results  of  Vanguard  Primecap, 
it  would  find  that  it  had  a  great  return  of 
-3.74%.  Maybe  it  is  the  moral  victory  for 
not  paying  those  expenses. 

MERLIN  SCHUMANN 
Glendale,  Ariz. 

In  the  Name  of  the  Father 

"Forgive  Us  Our  Debts"  (Jan.  12,  p.  211) 
treated  Founding  Father  Robert  Morris 
shabbily.  Morris'  31 -year  career  in  public 
service  stretched  from  the  day  he  orga- 
nized merchants  to  stop  slave  ships  from 
entering  the  Philadelphia  port  in  1764  to 
the  day  he  left  his  Senate  office  in  1796. 
When  the  country  was  bankrupt,  he  per- 
sonally underwrote  the  nation's  debts.  Not 
only  did  he  sign  the  Declaration  of  Inde- 
pendence and  the  Constitution,  but  he  also 
started  the  first  stock  exchange,  decimal 
currency  and  the  U.S.  Mint.  He  was  even 
involved  with  Betsy  Ross  in  that  flag  busi- 
ness. Morris,  a  champion  of  free  markets 
and  property  rights,  laid  the  groundwork 
for  our  market-driven  capitalist  system. 
The  article  covered  his  financial  problems 
but  omitted  that  he  suffered  most  because 
a  loan  syndicated  by  Dutch  bankers  failed 
to  materialize  due  to  uncertainty  brought 
on  by  the  Napoleonic  wars. 

ROBERT  MORRIS 
Westtown,  Pa. 

The  writer  is  a  descendant  of  Founding 
Father  Robert  Morris. — Ed. 

'You  Got  the  Wrong  Man,  I  Tell  Ya" 

In  "The  Midas  list"  (Feb.  16,  p.  94)  we 
mistakenly  said  Paul  Chamberlain, 
ranker  for  Morgan  Stanley,  led  negotia- 
nt PeopleSofi  when  it  bought  J.D. 
Edwards  last  year.  In  (act,  Chamberlain 
represented  1.1 ).  Edwards  in  that  deal. 


A  Plea  for  Props 

"Boardroom  Brawl"  (Feb.  2,  p.  96) 
did  a  great  disservice  to  the  Ewing 
Marion  Kauffman  Foundation  by 
making  sweeping  value  judgments 
about  the  foundation's  programs 
during  the  period  preceding  its 
new  CEO,  Carl  Schramm.  The  asso- 
ciates of  the  Kauffman  Foundation 
have  played  a  vital  role  in  the  field 
of  entrepreneurship.  Since  1998  the 
Kauffman  Entrepreneur  Internship 
Program  has  spurred  hundreds  of 
universities  to  establish  entrepre- 
neurship programs  and  guided 
thousands  of  college  students  into 
entrepreneurial  careers.  The  Global 
Entrepreneurship  Monitor,  a 
research  effort  funded  by  the  foun- 
dation since  1999,  analyzes  pat- 
terns of  entrepreneurial  activity 
worldwide.  With  balanced  report- 
ing, your  readers  would  have 
learned  that  the  list  of  Kauffman 
Foundation  accomplishments  is 
quite  long.  The  foundation's  asso- 
ciates and  its  grantees  have  much 
of  which  to  be  proud,  a  sharp 
contrast  to  the  article's  derisive 
treatment. 

ROBERT  A.  COMPTON 

Former  Trustee,  Ewing  Marion 

Kauffman  Foundation 

Memphis,  Tenn. 
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;an  Eagle:  Upgrades  subject  to  availability, 
e  right  to  change  the  AAdvantage  program 
^Advantage  details  at  AA.com/aadvantage. 


do  you  need  a  flig, 
When  don't  \ 


■ham,  NC,  AAdvantage  member 


3,900  flights  a  day.  250  cities.  AAdvantage1  miles.  Admirals  Club*  locations  worldwide.  And  upgrades.  Fly  an  airline  that 

)u  and  your  schedule,  not  the  other  way  around.  And  when  you  manage  your  ever-changing  travel  plans  at  AA.com?  you 

can  get  flight  status  sent  straight  to  your  mobile  phone,  pager,  PDA  or  e-mail.  So  next  time  you  fly,  get  a  lot  more  airline. 


AmericanAirlines 

AA.com 


ASSET  MANAGEMENT 


j**^ 


A  Passion  to  Perform. 


Moving  faster. 

Here's  to  the  swift  stride,  the  quick  mind. 

At  Deutsche  Bank  we  share  your  passion  to  out-think, 
out-smart,  out-perform. 

It's  what  makes  us  one  of  the  world's  leading  financial 
institutions.  And  it's  why  the  most  demanding  clients 
in  the  US,  and  around  the  world,  trust  us  to  deliver. 

Across  disciplines,  across  regions.  With  far-reaching 
insights,  cutting-edge  thinking,  unique  solutions. 

Aro  »'ou  ready? 


'Bank  of  the  Year' 
IFR  Awards  2003 


Deutsche  Bank 


FACT  AND  COMMENT 

By  Steve  Forbes,  editor-in-chief 
"With  all  thy  getting  get  understanding" 


Mil 
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Good  News— For  Once— From  the  Fed 


BONDS  AND  EQUITIES  TOOK  A  HIT  WHEN  FEDERAL  RESERVE 
Chairman  Alan  Greenspan  hinted  in  January  that  short-term 
interest  rates  may  be  going  up  sooner  than  anticipated.  The 
myopic  markets,  however,  should  have  gone  up,  not  down.  The 
Chairman  deserves  cheers,  not  jeers.  If  our  central  bank  does 
indeed  temper  its  already-too-ample  money  creation,  it  will  pre- 
vent a  new  bout  of  inflation  next  year.  Inflation,  investors  should 
remember,  is  a  great  enemy  of  bull  markets. 

In  recent  months  the  Fed  has  lurched  from  a  policy  of  mon- 
etary  malnutrition  to  one  of  obesity.  Commodity  prices  have 
rocketed  upward  in  the  past  year.  Gold,  the  most  sensitive 
barometer  of  monetary  well-being,  soared  to  $425  an  ounce;  its 
average  price  for  the  past  decade  has  been  around  $330.  Since 
Greenspan's  rumblings,  it's  dipped  below  $400.  A  price  in  the 
range  of  $350  to  $360  would  be  just  right. 

If  the  Fed  lets  short-term  rates  move  up  now,  it  will  prevent 


a  much  more  abrupt  and  potentially  destructive  jump  in  long- 
term  interest  rates  down  the  road:  More  expensive  money 
would  be  very  disruptive  to  housing  and  corporate  investing. 

Greenspan  &  Co.  would  undoubtedly  have  preferred  to  do  noth- 
ing until  after  the  elections,  but  that  would  be  too  late  to  avoid  real 
harm  in  2005.  Indeed,  a  continued  weak  dollar/easy  money  policy  by 
the  Fed  would  precipitate  a  foreign  exchange  crisis  long  before  then. 

The  Bush  Administration  is  fearful  that  if  the  Fed  tightens 
money,  it  will  hurt  the  President's  reelection  chances  the  way  cor- 
responding actions  by  Greenspan  allegedly  hurt  the  senior 
George  Bush's  drive  for  reelection  in  1992.  Democrats  will  charge 
that  higher  short-term  rates  provide  evidence  that  the  Bush  tax 
cuts  should  be  repealed.  Actually,  a  timely  reining  in  now  will 
enable  the  economy  to  get  stronger — future  inflation  won't  derail 
the  expansion.  And  the  financial  markets — when  they  regain 
their  senses,  as  they  always  do — will  surge  to  new  highs. 


Where's  Their  Voice? 


REPUBLICANS  SHOULD  HAVE  BEGUN  A  MAJOR  PUBLIC  OPINION 
offensive  against  the  Democrats'  charges  that  the  Bush  tax  cuts  are 
retarding  the  recovery  or  are  planting  the  seeds  of  future  trouble. 

The  Bush  reductions  loaded  the  economy  with  incentives  to 
invest,  to  create  jobs.  A  powerful  recovery  is  in  the  making — one  that, 
barring  some  hideous  terrorist  attack  or  some  easy-money  mis- 
takes by  the  Fed,  should  last  as  long  as  the  booms  of  the  f  980s  and 
1990s.  Stocks  are  up  $2  trillion  in  value  since  Congress  passed  the 
cuts  last  May.  Personal  incomes  are  rising.  Business  capital  expen- 
ditures are  surging  by  double-digit  percentages.  New  businesses  are 
sprouting  like  dandelions  after  a  spring  rain.  Jobs  are  being  created, 
although  one  of  the  ways  through  which  the  government  measures 
the  job  picture — polling  businesses — hasn't  registered  this  yet.  A 
more  accurate  measure — surveying  households  to  see  who  is  actu- 
ally working  and  who  isn't — has  found  that  the  U.S.  economy  cre- 
ated more  than  1  million  jobs  last  year,  a  piece  of  news  the  Democ- 
rats and  the  liberal-friendly  media  have  managed  to  ignore. 


Sure,  the  Bush  Administration  is  spending  too  much  domes- 
tically. That  binge  will  start  to  taper  off  after  the  election.  Mean- 
while, combined  government  receipts  are  starting  to  reach 
record  levels. 

Contrary  to  what  Democrats  say,  the  cure  for  the  red  ink  is 
not  to  raise  taxes.  The  ultimate  cure  is  fundamental  reform  of  the 
Social  Security  system  and  the  Medicare  program.  Allowing  work- 
ers to  have  the  bulk  of  their  Social  Security  taxes  go  into  their  own 
personal  retirement  accounts  would  turn  that  problem  into  a  cap- 
ital-creating, economy-growing  asset.  The  new  IRA-like  Health 
Savings  Accounts  (HSAs)  created  in  the  Medicare  prescription  bill 
will  bring  sanity  to  medical  costs  by  enabling  patients  themselves, 
rather  than  third  parties,  to  control  the  purse  strings  of  their  med- 
ical care.  Permitting  Medicare  seniors  to  choose  HSA-like  plans 
would  likewise  defuse  this  ticking  time  bomb. 

Bush  and  the  GOP  will  fully  exploit  these  opportunities, 
which  is  the  only  way  to  avoid  a  future  fiscal  train  wreck. 


Making  Health  Insurance  Affordable 


PRESIDENT  BUSH'S  STATE  OF  THE  UNION  ADDRESS  PROPOSAL  TO 
allow  individuals  who  buy  catastrophic  health  care  coverage  as  part 
of  those  new  HSAs  to  take  a  tax  deduction  for  their  health  insur- 
ance premiums  was  just  what  the  doctor  ordered.  Under  current 
law,  individuals  without  government-  or  employer-provided  health 
care  coverage  must  buy  it — if  they  can  afford  it — with  aftertax  dol- 
lars. Companies,  on  the  other  hand,  get  to  deduct  premiums  for 
employees'  health  insurance;  if  those  workers  pay  part  of  the  pre- 


miums, as  is  the  case  in  most  company  plans  today,  the  employees 
get  to  take  that  portion  off  their  taxable  income.  The  self-employed 
now  have  full  deductibility,  but  millions  of  other  individuals  do  not. 
Unaffordability  is  the  critical  reason  so  many  Americans  are 
uninsured.  The  President's  proposal  will  start  to  make  a  dent — this 
tax  deduction  will,  in  effect,  cut  the  cost  of  health  insurance.  Experts 
estimate  that  upwards  of  1  million  people  who  currently  do  not 
have  coverage  will  now  buy  it.  And  that  number  will  grow  during 
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the  next  few  years.  The  expansion  of  individual  health  policies  will 
put  pressure  on  states  to  overhaul  regulations  that  add  enormously 
to  the  cost  of  insurance.  Many  states  mandate  that  health  insurance 
cover  all  sorts  of  ailments  and  conditions,  as  well  as  such  things  as 
massage  therapy  and  marriage  counseling.  Employer-provided 
insurance  is  exempt  from  these  costiy,  premium-puffing  regula- 
tions. No  wonder  that  in  New  Jersey,  for  instance,  a  standard  policy 
for  a  family  in  good  health  can  cost  more  than  $4,000  a  month. 

We  have  a  health  care  crisis  in  this  country  because  of  the 
crazy  way  we  finance  health  care.  To  get  around  World  War  II 


wage  controls,  companies  began  offering  employer-paid  health 
insurance  when  they  couldn't  pay  needed  workers  extra  cash.  The 
IRS  ruled  that  the  premiums  were  tax  deductible.  That's  why 
there's  no  real  free  market  in  health  care,  why  costs  keep  spiraling 
upward.  There  is  a  disconnect  between  provider  and  patient. 

Where  market  force's  are  allowed  to  operate,  patients  get  more 
for  less.  Laser  eye  surgery  for  simple  vision  correction,  for  example, 
is  not  covered  by  most  medical  plans.  Result:  In  recent  years  this  pro- 
cedure's price  has  dropped  from  $1,800  to  $300  per  eye.  Inflation 
in  the  cost  of  cosmetic  surgery  is  largely  absent,  for  the  same  reason. 


Great  Advance  for  Civilization! 


CLOCK  RADIOS  IN  HOTELS  AND  MOTELS  ARE  TOO 
often  pests,  irritations  for  the  business  traveler.  No 
two  models  seem  to  be  alike.  Some  are  about  as 
simple  to  set  as  filling  out  a  federal  income  tax 
return.  How  many  times  have  you  been  awak- 
ened early  in  your  hotel  room  because  the  darn 
thing  was  set  to  some  ungodly  hour  and  you 
didn't  know  it?  You'd  think  the  hospitality  indus- 
try would' ve  addressed  this  temper- fraying  annoy- 
ance long  ago.  But  it  largely  hasn't — until  now. 

Hampton  Inns,  a  chain  owned  by  the  Hilton 
Hotels  Corp.,  has  decisively  tackled  this  issue.  Its 


staff  tested  150  models  and  were  unhappy  with 
them  all.  Problems  ranged  from  difficulty  in 
setting  the  alarm  to  finding  the  right  music 
station.  So  the  Hampton  folks  decided  to 
design  their  own  clock  radio.  Guests  will  be 
able  to  set  the  alarm  in  three  easy  steps  and 
select  their  favorite  music  by  pushing  one  of 
five  labeled  buttons  preset  to  stations  focusing 
on  that  particular  kind  of  music. 

If  there  were  a  Nobel  or  Pulitzer  Prize  for 
the  hotel/motel  business,  Hampton  Inns  would 
win  it,  hands  down,  for  this  innovation. 


Right  Ways,  Wrong  Ways 


Cause  Marketing — by  Joe  Marconi  (Dearborn  Trade  Publishing, 
$25).  In  the  aftermath  of  corporate  scandals,  companies  are  more 
aware  than  ever  of  the  need  to  position  themselves  (and  their  prod- 
ucts and  services)  positively  with  a  disillusioned  public.  One  strategy 
long  employed  by  a  number  of  firms  is  "cause  marketing,"  wherein 
a  business  associates  itself  with  "an  issue,  a  cause,  or  an  organiza- 
tion that  stands  for  something"  positive  and  worthy  in 
the  public  eye.  This  timely  book  covers  the  topic  thor- 
oughly and  expertly.  With  what  cause  or  issue  or  organi- 
zation should  your  company  associate  itself?  How  should 
you  evaluate  such  a  program?  What  are  the  benefits  and 
what  are  the  downsides?  How  do  you  communicate 
what  you  are  doing  to  your  own  people,  to  customers 
and  to  the  public  at  large?  How  should  you  involve 
volunteers?  How  do  you  handle  special-interest  attacks? 


C'JUSC 

Marketii 


The  most  enlightening  section  describes  case  studies  involv- 
ing such  companies  as  UPS,  Ford  Motor  Co.,  General  Mills, 
ConAgra  Foods,  Philip  Morris,  Eddie  Bauer  and  Target.  Funding 
a  cause  that  is  appropriate  and  has  credibility  is  key.  ConAgra, 
for  instance,  helped  America's  Second  Harvest  develop  ways  to 
transport  food  to  hungry  children  more  efficiently.  General 
Mills  brilliantly  utilized  kids  to  collect  box  tops  to 
channel  money  to  hard-pressed  schools.  But  effective 
cause  marketing  is  hardly  a  no-brainer,  as  proved  by 
sad  cases  such  as  Benetton.  About  Benetton's  cam- 
paign against  capital  punishment,  Marconi  says,  "the 
execution  (no  pun  intended)  was  clumsy  and  hard  to 
follow.  People  asked  what  the  connection  might  be 
between  expensive  sweaters  and  the  death  penalty." 
For  marketers,  this  book  is  a  must. 


RESTAURANTS:  GO,  f ,  STOP 

Edible  enlightenment  from  our  eatery  expert  Tom  Jones  and  colleagues  Patrick  Cooke  and  Monte  Begley, 

as  well  as  brothers  Hob.  Kip  and  Tim. 


•  Seo-249  East  49th  St.  (Tel.:  212-355-7722).  Small  and 
attractive,  this  may  be  one  of  the  best  mid-price  Japanese  spots 
in  the  city.  Try  the  superb  sushi;  the  perfect,  fresh  noodles;  or 
the  light  and  delicious  tempura. 

The  Basil-206  West  23rd  St.  (Tel.:  2 1 2-242- 1014). Altai  restau- 
rant with  a  lot  to  recommend  it — romantic  and  serene  se  mg,  a 
gracious  staff,  and  appetizers  and  desserts  that  are  all  unil  irmly 
ten  ific  The  main  courses,  however,  are  mediocre:  the  stri]      bass 


is  tasteless,  the  rack  of  lamb  is  unappetizing,  and  the  duck  is  dry. 
•  Agave— 140  Seventh  Ave.  South,  between  10th  and  Charles 
streets  (Tel:  212-989-2100).  The  interior  of  this  West  Village  spot 
transports  you  to  Santa  Fc;  the  food  here,  however,  is  better  than 
that  in  New  Mexico's  capital.  The  corn-crusted  calamari  is  cooked 
to  near-perfection;  the  crust  on  the  grilled  chicken  quesadilla  is 
crispy  and  melts  in  your  mouth;  and  the  grilled  Mojo  mahi  mahi 
tacos  are  as  tasty  as  they  are  exotic.  The  desserts  are  fabulous.      F 
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American  Traditions 


•  \ 


50ITie  things  are  best  when  they  have  a  rotations.  This  perspective  allows  them  to  keep  our  funds 


urprise  inside.  Not  your  investments. 


on  course  for  the  long  term.  You'll  find  the  way  we  manage 


our  value  funds  says  a  lot  about  our  values  as  a  company. 


When  you  choose  a  value  fund,  you  expect  it  to  perform  like 


value  fund.  Which  is  why  our  funds  are  managed  to  ensure 


tyle  consistency.  It's  something  for  which  we're  known.  Our 


ieasoned  value  managers  have  been  through  numerous  market 
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Take  us  where  we've 
never  traveled  before." 

"IR  EasHrains  carry  I6  mil|ion  passengers  q  dQy  Qnd  ^  ujed  ^^  fee(  (^ 
a"  .6  m*on  were  standing  In  ticket  lines  a,  once.  Clearly,  our  customers 
rved  better.  We  needed  an  online  .ravel  agency  where  people  could  book 
awn  ,ickets  far  our  trains.  Bu,  the  traditional  IT  solutions  cost  a  fortune 
and  seemed  way  too  rigid. 

"Thanks  to  HR  we  left  tradition  at  the  station.  HP  listened  to  our  plight.  They 
**,  t  press  an  agenda.  They  brought  vast  globa,  experience  in  networking 
■nd  new  thinking  for  industry  standard  systems.  When  we  asked  to  be  online 
i  three  months,  they  didn't  choke. 

"-  .-e  partners,  we  developed  Eki-Ne,  Trove.,  a  sleek  virtual  ticketing  system 
nghly  adaptive,  as  fast  as  one  of  our  bullet  trains,  and  saves  us  mil.ions  in 
annual  operating  casts.  Since  its  launch,  Eki-Net  has  grown  to  700,000  users 
and  we  expect  to  reach  a  million  by  next  March. 
"All  in  all,  a  very  pleasant  journey." 

■ke  change  work  for  you.  Visit  www.hp.com/adapt 


Solutions  for  the  adaptive  enterprise. 
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OTHER  COMMENTS 


Government  is  like  a  big  baby — an  alimentary  canaLwith  a  big 
appetite  at  one  end  and  no  responsibility  at  the  other. 

—RONALD  REAGAN 


GrOWUlg  Government  There  seems  to  be  in  recent 
years  a  correlation  between  the  length  of  the  State  of  the  Union 
speech  and  the  size  of  the  budget  expansion  in  the  upcoming 
year.  Americans  seem  to  approve  when  Presidents  roll  out  a 
wish  list  of  new  problem-solving  federal  agencies,  as  if  for  one 
night  at  least,  they  buy  into  the  fantasy  that  government  really  is 
Santa  Claus.  The  State  of  the  Union  has  become  our  one  chance 
as  Americans  to  ask  Washington  what  our  country  will  do  for 
us.  So  the  convention  is  now  for  the  President  to  pander  to  us, 
and  if  the  pollsters  are  right,  that's  the  way  we  like  it.  We  want 
the  goody  bag  at  the  end  of  the  party. 

The  expansion  of  government  in  recent  years  is  arguably  the 
biggest  impediment  to  freedom  and  economic  growth  in  Amer- 
ica today.  The  State  of  Bush's  Union  has  become  in  some  ways  a 
State  of  too  much  dependency  and  a  State  of  too  much  entitle- 
ment. With  the  federal  budget  now  costing  nearly  $25,000  for 
every  family  in  America,  Mr.  Bush  should  not  add  to  the  burden. 
—STEPHEN  MOORE,  Club  for  Growth,  Washington  Times 

.Live  and  Learn  Experience  is  a  grindstone  and  it  is 
lucky  for  us  if  we  get  brightened  by  it — not  ground. 

—JOSH  BILLINGS 

GrOWUlg  the  Economy  Real  GDP  grew  at  an  annu- 
alized rate  of  4%  during  the  fourth  quarter,  significantly  faster  than 
the  ten-year  average  of  3.2%.  Real  GDP  at  the  end  of  2003  is  4.3% 
higher  than  in  the  fourth  quarter  of  2002.  Economic  expansion 
occurred  in  every  quarter  of  2003,  but  the  bulk  happened  during 
the  final  two  quarters.  Investment  is  the  main  driver  of  GDP  growth 
this  quarter,  which  at  12.4%  is  more  than  double  investment's  ten- 
year  average  growth  of  5.7%.  This  implies  that  the  2003  dividend 
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"If  one  gets  sick,  we'll  lime  to  destroy  the  entire  herd." 


28     FORBES-  March  I,  2004 


and  capital  gains  tax  cuts  are  creating  the  right  incentives  for  sup- 
ply-side expansion,  not  just  a  short-term  consumption  stimulus. 
The  fourth  quarter's  growth  rate  far  exceeds  Europe's  recent 
performance,  exceeds  our  own  historical  average  growth  and 
represents  an  expansion  of  the  productivity  frontier  rather  than 
mere  recovery.  Lowering  taxes  on  capital  and  entrepreneurship 
in  mid-2003  is  having  a  predictable  effect.  Credit  should  go  to 
the  Bush  White  House  and  to  the  108th  Congress  for  loosening 
the  reins  on  the  productive  side  of  the  U.S.  economy. 

—TIMOTHY  KANE,  PH.D.,  Heritage  Foundation 

Words  tO  Live  by  [Winston]  Churchill's  message  tri- 
umphed. It  was  perhaps  the  greatest  of  all  his  achievements.  In 
1940  his  words  captured  the  hearts  of  his  people.  In  1941,  and  in 
the  years  that  followed,  his  words  drowned  out  the  drumbeat  of 
totalitarianism  that  had  dominated  the  airwaves  of  the  dictator 
years,  revived  belief  in  democracy  among  the  downtrodden, 
inspired  a  new  patriotism  in  the  defeated,  created  a  new  confi- 
dence and  transmitted  a  promise  of  victory  that  was  believed. 
Morally,  Churchill  set  the  agenda  of  the  Second  World  War.  Its 
realization  determined,  after  1945,  the  future  of  the  world. 

—JOHN  KEEGAN,  Winston  Churchill 

1  he  Klgnt  v>n01Ce  In  explaining  her  own,  courageous 
decision  to  support  [school]  choice  [in  Washington,  D.C.],  Cal- 
ifornia Democrat  Dianne  Feinstein  said  she  had  been  persuaded 
by  Mayor  Williams'  plea  that  the  District's  children  desperately 
needed  something  different — pronto.  She  also  said  she'd  "finally 
reached  the  stage"  in  her  career  where  she  could  do  the  right 
thing  without  worrying  about  the  political  flak.  Implicit  in  her 
statement  is  that  some  colleagues  are  not  at  the  point  where  they 
can  do  the  right  thing.  Which  may  be  why  we  have  pols  such  as 
Louisiana  Democrat  Mary  Landrieu  and  Pennsylvania  Republi- 
can Arlen  Specter  fighting  to  keep  D.C.  children  trapped  in  pub- 
lic schools  they  would  never  let  their  own  kids  near. 

To  our  mind,  2,000  voucher  spots  in  a  public  school  system 
of  65,000  is  not  nearly  enough.  But  it  does  give  these  children  a 
shot  at  the  kind  of  education  our  Presidents,  Senators  and  Con- 
gressmen insist  on  for  their  own  kids.  And  by  giving  these  kids 
a  way  out,  our  hope  is  that  vouchers  will  force  the  public  schools 
to  start  competing  to  keep  the  others  in. 

— Wall  Street  Journal 

CreatlireS  Of  Habit  Most  of  the  things  we  do,  we  do 
for  no  better  reason  than  that  our  fathers  have  done  them  or  our 
neighbors  do  them,  and  the  same  is  true  of  a  larger  part  than 
what  we  suspect  of  what  we  think. 

—OLIVER  WENDELL  HOLMES  JR.     F 


Co*act  us  at  1-800-PORSCHE  or  porsdie.cofn.  ©2003  Porsche  Cars  North  America.  Inc.  Porsche  recommends  seat  belt  usage  and  observance  of  all  traffic  laws  at  all  times. 
Vehicle  shown  has  optional  snow  teres.  Porsche  recommends  use  of  snow  teres  in  low  temperature  conditions.  Specifications  for  comparison  only. 


No  one  buys  a  Porsche  solely  for  safety  reasons. 
But  it's  nice  to  know  you  could. 


Like  each  Porsche  before  it,  the  Cayenne  was  built  not  only  to  inspire,  but  to  reassure.  Permanent 
all-wheel  drive.  The  confidence  of  Porsche  Stability  Management.  It's  ready  for  those  who  seek  the 
thrill  of  driving.  Regardless  of  what  nature  has  in  mind.  Porsche.  There  is  no  substitute. 


The  new  Cayenne 
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As  your  financial  resources  increase,  perhaps  you  need  more  financial        !j 
resources  to  manage  them. 

The  Private  Bank  of  Bank  of  America  has  greater  depth  and  breadth  of 
wealth  management  expertise  —  across  the  financial  spectrum  —  than  any 
other  private  bank.  Equally  important,  we  bring  this  expertise  together, 
creating  more  integrated  solutions  to  your  complex  needs.  And  we  provide     ' 
these  customized  recommendations  based  on  the  extraordinary  strength       -'     I  'j 
and  stability  of  Bank  of  America.  /' )l 

It's  no  wonder  we've  been  entrusted  to  manage,  protect  and  pass  on         / 

■-'-  ■'■■■  f 

wealth  for  more  than  150  years.  , 

The  Private  Bcmk  is  dedicated  to  serving  affluent  famiUesdicli^  Yj 


Solutions  for  each  individual,  integrating  world-class  investment  management,  trusts,  ere 
and  banking  si^vkes.-We  ivelcome  the  opportunity  to  work  with  you.  We  invite  you  to  call 
Caroline  Gracei^800Mffi5lJ()ar  visti  wB^^j^wM 


nvatebank. 


p  2004  Bank  of  America  Corporation 


■- 


j**\  i       : . 


~ 


I  I      ■ 

Since  1969,  we  ve  sped  shipi 
international  customs  and  delivered  them 
accordinq  to  local  customs.  * 


The  #1  international  air  express  name  on  earth,  DHL  is  now  up  to  speed  everywhere  in  the  U.! 
Thanks  to  our  recent  merger  with  Airborne,  DHL  now  offers  you  on-time  domestic  service  to  all  50 
states,  as  well  as  unsurpassed  international  delivery  expertise.  Need  it  there  overnight  or  even  the  same 
day?  Try  the  company  that  understands  ASAP  in  over  70  languages  at  www.dhlairborne.com 


WE  MOVE  THE  WORLD 


ICURRENT  EVENTS 

By  Paul  Johnson 


t£>W 


Strong,  Silent  Men  Make  Good  Presidents 


AS  THE  U.S.  PRESIDENTIAL  ELECTION  GETS  UNDER  WAY,  I  FIND 
my  admiration  for  George  W.  Bush  rising.  With  voters  focusing 
more  closely  on  the  economy,  the  temptation  for  the  President  is 
to  follow  suit.  But  Bush's  State  of  the  Union  Address  showed  that 
he's  determined  to  treat  security  as  America's  number  one  issue, 
and  he  is  right.  The  U.S.  and  the  world  must  be  made  safe  from 
terrorism;  otherwise  growth  is  an  illusion.  Mr.  Bush  believes  secu- 
rity and  growth  go  together  but  that  security  must  take  priority. 

History  shows  that  the  best  political  leaders  are  those  who 
have  a  few  central  ideas  that  they  push  with  all  their  will.  I  am 
thinking  of  Winston  Churchill,  Charles  de  Gaulle,  Konrad  Ade- 
nauer, Margaret  Thatcher.  Ronald  Reagan  also  belongs  in  that 
select  company,  as,  I  now  believe,  does  George  W.  Bush. 

I  used  to  get  angry  when  my  French  friends  would  dismiss 
Bush  as  a  "Texas  cowboy."  I  told  them  that  Texas  has  better  art 
galleries  than  France  does — the  Louvre  being  the  sole  excep- 
tion— and  that  although  Texas  is  only  one  state  in  the  union  it 
has  more  first-class  universities  than  the  entire  country  of  France 
does.  ( Indeed,  the  French  are  just  waking  up  to  the  plight  of  their 
higher  education  system.  Recently  a  main  story  in  l.c  Monde,  "La 
Grande  Misere  des  Universites  Francaises,"  reported  that  in 
Shanghai  Jiao  Tong  University's  rankings  of  the  world's  500  best 
universities  the  top  university  in  France,  Paris-VI,  ranked  only 
63th,  followed  by  Paris-XI  at  72nd  and  Strasbourg  at  102nd.) 

Bush  Is  No  Booby 

Nowadays,  however,  I  no  longer  get  angry.  I  just  laugh.  The 
recent  economic  conference  in  Davos,  Switzerland  had  the 
advanced  nations  effectively  lining  up  behind  U.S.  leadership. 
It's  clear  where  the  balance  of  power  now  lies. 

.  Nor  am  I  impressed  by  American  criticisms  of  Bush.  The  tell-all 
book  of  a  former  Cabinet  member,  tinged  with  bitterness  because 
Bush  fired  him,  declares  the  President  a  booby  who  has  to  have 
everything  done  for  him.  But  lightweights  often  say  such  things 
about  strong,  silent  men.  Take  George  Washington,  who  was  well 
described  as  "the  supreme  example  of  eternal  taciturnity  and  enig- 
matic wisdom  couched  in  stoic  silence."  Timothy  Pickering,  first  a 
military  aide  and  then  a  member  of  Washington's  Administration, 
claimed  that  the  great  man  often  dozed  off  in  Cabinet  meetings; 
never  read  dispatches;  wrote  few,  if  any,  of  his  own  speeches;  needed 
chalk  marks  on  the  floor  to  know  where  to  stand  in  public;  and  was 
a  semiliterate  figurehead  who  had  to  be  propped  up  by  his  staff. 

Generations  of  historians  and  the  publication  of  countless 
papers  have  shown  how  false  Pickering's  impression  was.  Even 


when  Washington's  speeches  were  written  by  the  brilliant 
Alexander  Hamilton,  study  of  the  early  drafts  has  established 
that  the  key  points  always  sprang  from  Washington  himself. 

Presidents  whose  verbalizing — or  lack  of  it — does  not  fit 
into  the  average  academic's  idea  of  what  constitutes  intelligence 
have  always  been  subjected  to  this  kind  of  dismissive  attack.  I 
recall  vividly  that  during  his  presidency  Dwight  D.  Eisenhower 
was  written  off  as  a  near- zombie  who  was  always  out  playing 
golf  while  the  real  decisions  were  made  by  Secretary  of  State 
John  Foster  Dulles  and  aides  such  as  Sherman  Adams. 

This  was  all  nonsense,  of  course.  Ike  deliberately  cultivated  the 
relaxed,  golf-playing  image,  seeking  to  lower  the  political  tempera- 
ture during  some  of  the  hottest  days  of  the  Cold  War.  As  Richard 
Nixon,  Eisenhower's  vice  president  for  eight  years  and  no  mean 
judge  of  Presidents,  told  me,  Eisenhower  was  "the  most  devious 
man  I  ever  came  across  in  politics."  Presidential  papers  show  that 
Secretary  Dulles,  when  negotiating  abroad,  always  had  to  get  clear- 
ance from  Ike  for  any  decision  of  substance.  Ike's  phone  logs  prove 
he  was  often  hard  at  work  early  in  the  morning,  when  even  his  press 
secretary  believed  he  was  still  asleep.  Research  confirms  that  Eisen- 
hower was  the  man  in  control  and  that  his  policies  were  his  own. 

Similar  nonsense  was  written  about  Ronald  Reagan,  another 
man  of  numerous  firm  and  clear  ideas  that  were  pursued  with 
obstinate  determination  and  huge  amounts  of  willpower.  Reagan's 
lack  of  formal  education  and  his  attachment  to  publications  such  as 
the  Readers  Digest  were  enough  to  discredit  him  among  academics 
and  media  folk  who,  at  a  superficial  level,  form  the  image  of  leaders. 

But  Reagan's  record  speaks  for  itself,  as  does  the  simple  but 
profound  wisdom  on  which  it  was  based.  The  publication  of  his 
letters  has  demonstrated  the  admirable  consistency  of  his  views  of 
the  world — and  of  the  interests  of  America  and  the  West — over 
many  decades,  the  ways  in  which  those  views  were  elaborated 
during  his  presidency  and  how  they  have  stood  the  test  of  time. 

Old  Europe  Stops  Sneering 

There  is  nothing  flashy  about  George  W  Bush.  He  does  not  play 
with  words  or  use  more  of  them  than  necessary.  He  has  a  few  clear 
ideas,  shared  by  most  Americans,  and  the  willpower  to  back  them. 
With  Bush,  you  know  where  you  are  and  where  you  are  heading. 
Hence,  even  in  Old  Europe,  the  sneers  are  dying  down.  Most 
sensible  Eur<  >peans — not  just  those  in  England,  who  have  always 
recognized  t  sh  as  a  "sound  type" — are  beginning  to  admire 
Bush,  and  the  prospect  of  his  having  a  second  term  is  increas- 
ingly welcomed  as  an  assurance  of  stability  and  continuity.      F 


ypf-|pc      Paul  Johnson,  eminent  British  historian  and  author;  Lee  Kuan  Yew  senior  minister  of  Singapore;  and  Ernesto  Zedillo,  director,  Yale  Center  for  the 
Study  of  Globalization,  former  president  of  Mexico;  in  addition  to  torbes  Chairman  Caspar  W.  Weinberger,  rofafe  in  writing  this  column.  To  see 
past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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IDIGITAL  RULES 

By  Rich  Karlgaard,  publisher 


Tech  Stocks  at  a  Crossroads 


GIVEN  WHERE  TECH  STOCKS  ARE  AT  THE  MOMENT— WHEEZING 
at  a  red  light  after  a  17-month  romp — where  will  they  go  from 
here?  Will  the  Nasdaq  hitch  up  its  socks  and  dash  to  2500  or 
maybe  3000?  Or  is  the  "echo  bubble"  starting  to  leak?  And  will 
this  pull  Nasdaq  down  to  1500? 

Lurking  in  these  questions  is  that  lethal  siren  song  called 
market  timing.  Ooooh,  Baby,  go  ahead!  Time  me,  please! 

But  there's  the  rub.  Market  swings  are  hard  to  predict.  The  odds 
of  doing  so  consistendy  are  terrible.  Mark  Hulbert  of  the  Hubert 
Financial  Digest  has  always  said  that  in  the  long  run  market  timing 
is  a  chump's  game.  At  best,  20%  of  investors  will  succeed  using  this 
strategy.  The  rest — the  losing  80% — includes  me.  Maybe  you,  too. 

Ah,  but  the  temptation  persists.  One  truism  of  tech  stocks: 
They  tend  to  soar  above  the  broad  indexes  during  up  markets; 
they  crash  to  earth  during  down  markets.  The  smaller  or  younger 
the  company,  the  greater  the  volatility.  And  so  it  will  forever  be. 
Therefore,  you  might  suppose  that  to  be  a  professional  tech 
investor — one  who  bets  huge  in  up  markets  and  coolly  bails  out 
at  the  start  ot  down  markets — well,  such  a  superman  must  be 
more  than  an  optimist  and  futurist.  He  or  she  must  be  that 
rarest  of  birds:  a  successful  market  timer.  Or  so  it  would  seem. 

Happily,  you  don't  have  to  fall  into  that  trap.  A  counterstrat- 
egy  can  be  found  in  the  Prudent  Speculator,  a  value-stock 
newsletter  published  by  Forbes.  A  good  portion  of  the  letter's 
portfolio  has  been  in  tech  stocks.  The  Prudent  Speculator  has 
been  Hulbert 's  top-performing  newsletter  for  20  years.  Last  year 
it  was  up  more  than  100%.  It  holds  Apple  and  Sun,  but  also 
some  dot-coms  and  smaller  techs,  all  having  lots  of  cash  and  low 
price-to-earnings  and  price-to-book  ratios.  Honest  value  stocks, 
in  other  words.  The  letter  does  no  market  timing. 

.  My  pal  Andy  Kessler  similarly  disdains  market  timing,  although 
he  does  keep  his  eye  on  tech  cycles.  I  always  listen  to  Kessler.  When 
I  first  met  him  a  dozen  years  ago,  he  worked  for  Morgan  Stanley 
and  had  earned  a  top-analyst  ranking  from  Institutional  Investor 
magazine.  He  wrote  about  semiconductors.  Even  today  Kessler 


believes  semiconductor  cycles  drive  tech  stocks — all  tech  stocks. 
During  the  late  1990s  Kessler  ran  one  of  the  country's  top  hedge 
fluids,  putting  his  own  theories  to  the  test.  A  successful  test:  Barron's 
ranked  Kessler's  fund  third-best  for  1999.  Kessler  retired  and  wrote 
I  Vail  Street  Meat,  a  hilarious  account  of  his  days  as  an  analyst.  The 
book  is  selling  like  hotcakes  and  went  into  paperback  last  month. 

Kessler  recently  told  me  this:  "Tech  is  going  to  flop  around 
for  the  next  six  to  nine  months.  The  Nasdaq  will  dog-paddle  in 
a  small  trading  range,  maybe  getting  to  2500,  maybe  not.  But 
the  innovation  and  purchasing  cycle  is  still  good."  Kessler  says 
certain  tech  stocks  have  plenty  of  juice  left. 

In  2003  good  tech  stocks  doubled  and  lousy  tech  stocks 
quadrupled.  That  run  is  over,  says  Kessler.  "Now  is  the  time  to  get 
out  of  the  dogs  and  into  quality  names,"  he  says.  An  investor  willing 
to  do  his  homework  can  profit  by  prowling  around  in  these  sectors: 

•  Wireless  handsets.  The  Treo  600 — and  dozens  of  others  like  it — 
represents  the  next  generation  of  handsets.  Look  for  companies 
that  produce  the  microprocessors  and  flash-memory  chips — all 
the  silicon  components  that  make  this  new  generation  possible. 

•  Commercial  Wi-Fi.  The  next  generation,  nicknamed  Wider- Fi 
or  Wi-Max,  will  begin  to  roll  out  later  this  year.  It  offers  56 
megabits  per  second  over  a  30-mile  radius.  (The  current  standard 
is  1 1  megabits  per  second  over  a  half-mile.)  Wi-Max  antennas  on 
roofs  and  water  towers  will  spring  up  like  crazy  and  may  begin 
to  threaten  the  cable  and  local  telephone  empires.  Lots  of  start- 
ups will  trv  to  set  up  commercial  services,  and  most,  of  course, 
will  fail.  But  the  arms  suppliers  will  win. 

•  Voice  over  Internet.  Kessler  says  this  technology  will  go  main- 
stream in  2004,  grabbing  "several  million  customers  at  a  blink." 
Again,  look  for  the  arms  merchants. 

•  Cheap  servers.  Google  runs  its  Web  search  empire  with  100,000 
cheap  servers.  Microsoft  and  Yahoo  are  gunning  for  Google,  but 
in  order  to  catch  up  these  rivals  will  probably  need  200,000 
servers  apiece.  That's  only  one  batde.  Multiply  this  cheap  server 
trend  across  several  industries  and  you  have  a  boom. 


Janet  Jackson  Foretold 


CAN  MORE  BE  SAID  OF  THE  SUPER  BOWL  HALFTIME  TOGA  PARTY? 
How  about  "I  told  you  so"?  George  Gilder  saw  it  coming  14  years 
ago,  forecasting  it  in  his  book  Life  After  Television.  Gilder  pre- 
dicted that  the  Internet,  by  offering  a  "first  choice  culture,"  would 
poach  discerning  viewers  away  from  broadcast  television.  Gilder 
said  TV  would  sink  lower  and  lower  in  an  attempt  to  survive. 
Displaying  dead  or  naked  bodies  would  be  broadcast's  last  stand. 

FCC  Chairman  Michael  Powell  should  open  a  public 
debate  on  whether  CBS  and  the  other  broadcasters  still 


need  their  free  airwaves.  Clearly  they  do  not.  About  75%  of 
Americans  get  their  TV  over  cable  or  from  satellite.  Just  as 
clearly,  no  public  good  is  served  by  letting  TV  broadcasters  have 
sole  access  to  airwaves  that  are  worth  as  much  as  $300  billion. 

Strange-  isn't  it?  The  government  is  subsidizing  a  1920s 
technology  that  increasingly  makes  its  living  displaying  dead  or 
naked  bodies.  End  it,  Chairman  Powell.  F 

FlDliDeS   !  Visit  Rich  Kar,gaarcl's  home  PaSe  at  www.forbes.com/karlgaard 
or  e-mail  him  at  publisher@forbes.com. 
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ir  brokerage  relationship 
ouldn't  be  one  of  them. 


THIS  IS  WHERE  WE  COME  IN."> 


Schwab  Personal  Choice  "services  are  available  foi  a  fee  or  fees.  Please  c  ill  us  for  details 
Member  SIPC/NYSE.  (0104-7003).  ADS26600SPP. 


©2004  Charles  Schwab  &  Co.,  Inc.  All  rights  reservei 


Introducing  Personal  Choice  from  Charles  Schwab,"  a  new  range  of  investment 
services  that  allow  you  to  choose  based  on  how  you  like  to  invest.  No  more 

compromises.  No  more  being  shoehorned  into  an  account  or  relationship  that  doesn't  fit  your 
needs.  So  whether  you're  self-directed,  want  full-time  portfolio  management  or  something  in 
between,  you  can  now  get  access  to  the  resources  or  level  of  advice  that's  right  for  you. 


Independent  Investing 


Advised  Investing 


Two  different  services  with 
a  range  of  research,  online 
tools  and  support  for  those 
who  like  to  manage  their 
own  portfolios. 


Four  advice  services  that  let  you  determine  the  level 
of  attention  and  involvement  you  want.  Plus  access  to 
a  range  of  premium  features  like  proprietary  research, 
advanced  portfolio  reporting  or  even  access  to 
a  prescreened  Independent  Financial  Advisor. 


Two  services  to  match  your 
style  and  strategy— you  can 
trade  on  your  own  or  team 
up  with  trade  specialists. 


1-800-711-5501 


schwab.com 


ovc-r  300  locations  nationwide 


diaries  schwab 

Seeing  the  market  from  a  different  perspective.  YoursT 


INFORMER 


Mountain-Gate? 


S 


|Ome  amateur  mountain 
.climbers  who  spend  big 
money  to  ascend  famous 
peaks  are  given  certificates  by 
their  tour  guides  saying  they 
reached  the  summit  when  they 
really  stopped  below  the  top.  The 
practice  occurs  around  such  vol- 
canic apexes  as  Washington's 
14,441-foot  Mount  Rainier  and 
Mexico's  18,851 -foot  Pico  de 
Orizaba.  Guides  defend  this  as 
harmless  "fudging."  They  say  it's  sufficient  to  reach  a  volcano 
rim's  lowest  point — sometimes  hundreds  of  feet  and  grueling 
hours  from  the  zenith.  The  bragging-rights  paper,  which  adorns 
many  dens  and  offices,  has  no  force  of  law.      — James  M.  Clash 

How  Big  Debtors  Are  Different 

Ducking  the  bullet  again:  John  B.  Anderson,  ex-chairman  of  Las 
Vegas'  now-razed  Dunes  Hotel  &  Casino.  He  just  settled  a  law- 
suit in  a  Yolo,  Calif,  court  alleging  he  hid  personal  assets  to  duck 
$100  million  in  judgments  over  1980s  defaulted  loans  while 
maintaining  affluence  and  farms.  The  plaintiff,  General  Finan- 
cial Services  in  Wichita,  Kans.,  had  bought  the  claims  at  a  big 


A  Mere  Coincidence  That  These 
Names  Grace  a  Very  Chilly  Area? 

The  newspaper  industry  is  hardly  booming.  But  some  past 
luminaries  are  assured  of  immortality  in  ^^^^^^ 

Antarctica,  thanks  to  smart  p.r.  by  ■*£*■'■'$ 

Admiral  Richard  Byrd  and 


some  other  explorers  in 
picking  names  for  their 
discoveries.       —  W.P.B. 


Hearst  Island 

William  Randolph  Healjjp, 
newspaper  magn.it" 

Mount  Pulitzer ^^B 

Joseph  Pulitzer,  publishe:, 
St.  Louis  Posf-D/spafcri 

Sulzberger  Ice  Shelf 


A 


informer@forbes.com 


Hey,  You  Got  a  Problem  With  This? 

Businesses  now  hire  professional  etiquette  teachers  to  instill  better 
manners  in  their  workers.  A  firm  called  At  Ease  Inc.,  a  Cincinnati- 
based  franchisor  of  educational  classes  in  this  field,  says  there  has 
been  a  34%  increase  over  the  past  year  in  what  it  calls  "rudeness- 
reduction  training."  Owner  Ann  Marie  Sabath  says  the  client  list 
now  includes  New  Balance  Athletic  Shoe,  MIT,  Columbia  University, 
General  Electric,  PricewaterhouseCoopers,  Fleet  Bank  and  the 
Boston  law  firm  Hale  &  Dorr.  —We/7  Weinberg 


discount  from  thrift  regulators.  Courthouse  filings  say  Ander- 
son in  effect  acquired  the  judgments,  apparently  for  a  small  pay- 
ment. GFS  is  pursuing  other  litigation  elsewhere  involving 
Anderson,  who  couldn't  be  reached.  — William  P.  Barrett 

Exporting  American  Values 

The  new  Alhurra  television  channels  broadcast  in  Iraq,  backed 
with  $102  million  of  U.S.  taxpayer  money,  just  bought  79  hours 
of  programming  from  TechTV,  the  San  Francisco-based  cable 
network  owned  by  Forbes  400  member  Paul  Allen.  Some  recent 
TechTV  segments:  a  gun  that  can  shoot  around  corners,  assassi- 
nation techniques  from  the  world's  top  spies,  dining  in  the  dark 
as  the  latest  restaurant  craze  for  New  York  City  singles,  and  how 
call  girls  profit  from  Webcams.  Alhurra  says  it  will  air  only  fam- 
ily-oriented shows.  — Dirk  Stnillie 

The  k  in  This  401  (k)  Stands  for  Kaput 

Mirant  Corp.  says  it  had  no  fiduciary  duty  to  diversify  its  401  (k) 

plan  holdings  of  Mirant  stock.  The  bankrupt  Atlanta  energy 

marketer  so  claims  in  seeking  dismissal  of  a  lawsuit  by  Mirant 

workers  and  retirees  alleging  federal  securities  law  violations 

over  the  10%  or  so  of  their  retirement  assets  in  Mirant, 

-\K        which  fell  from  $50  to  $4.  "Investment  in  employer 

stock  need  not  be  made  solely  to  maximize 

returns  on  assets,"  Mirant  argues,  adding 

Sx     that,  unlike  Enron,  it  deceived  no  one 

jC\      because  accounting  problems  were 

promptly  disclosed  and  rather  well 

known.  — Janet  Novack  and  W.P.B. 

m  No  Net  from  Internet 


Mount  Hamilton 

G.C.  Hamilton,  manager, 

McClatchy  Newspapers 


Block  Peak 

William  Block,  co-publisher, 
Pittsburgh  Post-Gazette 


«.* 


•  • 


Arthur  H.  Sulzberger,  publisher, 
New  York  Times 

Source:  US  Geological  Survey 
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Barnum  Peak 

I  U.  Barnum,  publisher, 
£   racuse  ^ost-Standard 


Howard  Heigl  ts 

Roy  W.  Howa   I 
newspaper  cl  ain 


The  latest  Nigeria-style  scam  uses 

Ebay  and  other  online  sales  sites. 

Buyers  send  the  seller  a  check  wildly 

in  excess  of  the  agreed-upon  price, 

then  call,  say  they  made  a  mistake, 

and  ask  the  overpayment  be  refunded 

by  check  to  a  foreign  address.  The  first 

check  turns  out  to  be  bad,  which  the 

seller  finds  out  only  after  the  second  check 

is  cashed.  The  antifraud  site  quatloos.com 

contains  more  details.  — J.N.  and  W.P.B. 
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Enterprise  Rent-A-Car  wanted  to  reduce  operational 

costs.  Xerox  found  the  key  to  success  by  moving  2.4  million 

vital  documents  onto  their  intranet  every  month. 

There's  a  new  way  to  look  at  it. 


Learn  more:  www.xerox.com/learn   For  a  sales  rep:  1-Eao-ASK-XEROX  ext.  LEARN 


)  2004  XEROX  CORPORATION  All  rights  reserved  XEROX:  The  Document  Company*  and  There's  a  new  way  to  look  at  it  are  t 
nterpnse*  is  a  trademark  of  Enterprise  Rent-A-Car  Company 
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ON  MY  MIND 


By  Dalton  Conley,  director  of  the  center  for  advanced 'social  science  research  at  new  york  university; 

AUTHOR  OF  THE  PECKING  ORDER:  WHICH  SIRLINGS  SUCCEED  AND  WHY 

My  Brother  the  Bum 

You're  not  going  to  end  up  in  the  same  economic  class  as  your  brother  or  sister.  Get  over  it. 


MOST  AMERICAN  PARENTS  ASSUME  THAT  THEIR  HOMES  ARE  A 
haven  from  the  harsh  world  of  capitalism.  They  like  to  think  that 
they  send  each  of  their  children  out  into  the  world  on  an  identi- 
cal economic  footing.  Oh,  how  parents  delude  themselves!  The 
truth  is,  inequality  starts  at  home.  Growing  up  in  the  same  family 
with  the  same  parents  is  no  guarantee  that  siblings  are  going  to  end 
up  in  the  same  economic  class. 

Start  with  college.  Most 
middle-class  parents  expect  that 
all  of  their  children  will  get  a 
bachelor's  degree.  They  see  a  B.A. 
as  a  minimal  foundation  for  mid- 
dle- or  upper-middle-class  status. 
But  the  reality  is  that  if  one  of 
your  children  gets  a  four-year 
degree,  there's  a  50%  chance  that 
another  of  your  children  will  not. 

The  differences  continue  with 
sibling  income.  The  disparity  is 
enormous  among  kids  from  the 
same  family.  In  fact,  three-quarters 
of  income  inequality  in  the  U.S.  oc- 
curs within  families.  To  put  this  in 
statistical  terms,  25%  of  the  vari- 
ance in  incomes  is  variance  be- 
tween families,  and  75%  is  variance 
within  families.  Here's  another  way 
to  look  at  it:  If  we  lined  up  every- 
one in  America  in  order  of  income, 
from  the  poorest  person  to  Bill 
Gates,  and  tried  to  predict  where  any  particular  individual  might 
fall  on  that  long  line,  knowing  about  that  person's  sibling  would 
help  us  very  little.  (My  data  come  from  three  national  surveys,  by 
the  U.S.  Census  Bureau  and  by  researchers  at  the  universities  of 
Michigan  and  Chicago,  and  from  an  ongoing  study  conducted  by 
my  staff  at  New  York  University.) 

What  explains  a  person's  income?  Many  factors  arc  at  work: 
natural  abilities,  inclinations  (some  people  would  rather  be  artists 
than  orthodontists),  parental  behavior,  how  much  money  and  time 
parents  invest  in  each  child  and  even  the  passage  of  lime.  Fifty 
years  ago  musical  talent  might  have  led  t<  decenl  living.  Today, 
in  an  economy  that  rewards  the  most  populai  n  i  hand- 
somely at  the  expense  of  everyone  else,  giving  in  to  one's  innate 
musical  ability  is  more  often  than  not  a  r<  ute  to  financial  ,li 

But  as  much  as  we'd  like  to  think  tl  a  single  factor — 

like  genes  or  birth  order    there  simply  lotsof 


The  disparity  is  enormous  among  kids  from 

the  same  family.  In  fact,  three-quarters  of 

income  inequality  occurs  within  families. " 


people  like  to  point  out  that  half  of  American  Presidents  are 
firstborn  males.  Well,  that  is  a  bit  misleading.  Many  had  elder 
sisters.  Only  about  one-quarter  were  the  firstborn  of  all  their 
siblings — about  what  we  would  expect  from  chance.  And 
despite  rumors  that  most  chief  executives  are  firstborns,  there  is 
no  solid  research  to  back  up  the  claim.  Bill  Gates  and  Warren 

Buffett  are  later-borns. 

That  said,  there  are  a  couple 
of  statistically  significant  patterns 
within  families.  While  birth  order 
doesn't  matter  for  two-child  fam- 
ilies, if  a  third  child  is  added  to 
the  mix  the  middle-born  suffers 
disproportionately  when  it  comes 
to  education.  That  middle  child  is 
several  times  more  likely  to  be 
held  back  a  grade. 

If  a  mother  never  works  out- 
side the  home,  her  sons  are  10% 
more  likely  than  her  daughters  to 
graduate  from  college  and  will 
earn  on  average  $8,000  more  per 
year.  But  among  families  where  the 
mother  works  outside  the  home, 
providing  a  model  of  a  working 
mother  for  her  daughters,  there  are 
no  economic  differences  between 
male  and  female  offspring. 

The  answer  to  who  succeeds 
within  families  turns  out  to  be  not 
all  that  different  from  explanations  of  who  succeeds  across  fami- 
lies: the  timing  of  economic  shocks  to  the  household,  gender 
norms,  even  cultural  changes  taking  place  in  society.  All  of  these 
factors  result  in  different  outcomes  for  children  based  on  their  age, 
birth  position  and  gender — to  name  the  most  obvious  categories. 
Take  the  case  of  Warren  Buffett:  He  was  selling  Cokes  for  a 
profit  at  age  6;  by  1 1  he  had  bought  his  first  stock;  and  the  rest  is 
history.  Or  is  it?  He  relied  on  his  sister  Doris  (as  well  as  an  aunt) 
to  help  i  use  the  initial  $  105,000  for  his  hedge  fund,  Buffett  Asso- 
ciates, in  1956.  (He  put  up  a  mere  $100.)  Clearly,  gender  expec- 
tations  u  ithin  the  family  played  a  role  in  helping  to  launch  War- 
n's  stellar  rise  in  the  business  world. 
What's  a  worried  parent  to  do?  Never  get  divorced,  never 
move,  enjoy  ■;  stable  income,  have  only  two  children  and  make 
iia  tlu  same  sex.  That  doesn't  sound  so  easy?  Well,  you  can 
e  in-1  i       kid  and  punt  on  the  whole  issue.  F 
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rout  survive  only  in  the  cleanest  waters.  With  breakthroughs  in  water 
urification,  Hitachi  is  using  technology  to  sustain  this  precious  natural 
^source.  And  to  address  other  important  environmental  issues,  including 
ie  reduction  of  atmospheric  C02.  From  advanced  battery  solutions  and 
lectric  vehicle  management  systems  to  energy-saving  solutions  for 
uildings  and  manufacturing  facilities,  Hitachi  believes  in  a  simple  idea: 
lat  technology  is  never  for  its  own  sake  but  for  the 

IWRAS1 

enefit  of  all.  As  an  innovative  global  solutions  company, 

- 

itachi  touches  your  life  in  so  many  ways.  To  understand 

ow  Hitachi  is  benefiting  your  world,  visit  us  on  the  Web     ' GL^S 

nd  see  technology  in  action.  environment 
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Inspire  the  Next 
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-sign  of  luxury 
yachts,  Range  Rover;  features  an  interior 
crafted  of  the  finest  elements.  With 
Blenheim  leather  seating  surfaces,  rich 
wood  details  plus  aiiyM- 
climate  control  syst 
unquestionably  worth  < 

1-800-FIN 
landroverusa. 
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Patent  Thk        Symbo1  of  Regret 

I     uEvi  !l  IIO  in  the  spring  of  2001  we  exposed  a. 


The  money  spigot  might  be  shut  off 
for  the  late  inventor  Jerome  Lemel- 
son  and  his  feisty  patent  lawyer,  Ger- 
ald Hosier.  In  January  a  Nevada  federal 
judge  ruled  that  a  group  of  bar  code  scan- 
ner makers  did  not  violate  patents  held  by 
Lemelson.  Lemelson's  foundation  has 
extracted  almost  $1.5  billion  in  patent  set- 
tlements over  the  technology  from  compa- 
nies like  General  Motors  and  Sony. 
Hosier's  cut:  $500  million.  Echoing  our 
story,  the  judge  ruled  that  Lemelson  waited 
too  long  to  complete  the  patent.  Hosier 
plans  to  appeal.  — Tomas  Kellner 


Scanner  schemer:  the  late  patent  mogul 
Jerome  Lemelson. 


In  the  spring  of  2001  we  exposed  account- 
ing problems  at  Symbol  Technologies,  the 
leading  bar  code  scanner  maker  (a  plaintiff 
in  the  Lemelson  suit).  Symbol's  chief  exec- 
utive, Richard  Bravman,  recently  quit  after 
admitting  he  helped  puff  up  revenues  dur- 
ing that  time.  The  Holtsville,  N.Y.  com- 
pany restated  earnings  downward  by 
$324.7  million  over  several  years.  Shares 
now  trade  at  $17,  down  from  $47  when 
our  story  ran.        — Elizabeth  MacDonald 

NOVEMBER  24,  2003 

Online  Shilling? 

Our  feature  on  billionaire  Robert  Fried- 
land's  mine  companies  and  CBS  Market- 
watch  commentator  Thorn  Calandra  un- 
earthed a  mess.  We  described  how  Calandra 
had  repeatedly  touted  Friedland's  Ivanhoe 
Energy  and  Ivanhoe  Mines.  Calandra's 
lawyer  says  it's  likely  the  article  prompted 
the  Securities  &  Exchange  Commission  to 
launch  an  informal  inquiry  into  Calandra's 
trading  activity.  Calandra,  who  cofounded 
Marketwatch.com,  CBS  Marketwatch's  par- 
ent, resigned.  Shares  in  both  Ivanhoes  have 
tumbled  by  more  than  half  since  November 
highs.  — Nathan  Vardi 
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The  Esthetics  of  Efficiency 


hat  the  busine 

,    heir  ability  is  tl 

ened  an  uptown  offi 

of  one  of  New  York's  biggest  investment  and  banking  houses.  Mrs.      „     jacoh  o-s 
Riis  believes  that  an  esthetic  setting  does  not  militate  against  business 

hey,  She  holds  that  a  Chinese  rug  of  dull  blue,  cretonne  hangings  with  parakeets  dis- 
rtlrrfcj  pgainst  a  background  of  blues  and  greens,  and  lacquer  chairs  of  quaint  design  con- 
tribute quite  as  much  business  atmosphere  as  do  a  roll  top  desk  and  austere  mahogany. 


e  recent  changes  in  its  environment,  Kodak  has 

its  culture.  Never  having  had  significant  competition. . 

.v-m  tpknow  quite  how  to  respond.  It  seems  to  lack— or  have  lost— the  ab 

;ly  to  market  changes.  Kodak  failed  to  see  the  mass  market  in  photography  was 

emanding  sophisticated  cameras  rather  than  merely  cheap  simplicity! 
Ojobs  worldwide  as  it  makes  the  transition  to  digital  imaging. 


H 
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The  Presidential  Portfolio 

Should  you  load  up  on  stocks  or  bonds? 
That  depends  on  who  wins  in  November,  by  ira  carnahan 


IF  THERE'S  ONE  THING  MANY  INVESTORS  THINK  THEY  KNOW, 
it's  that  a  reelected  President  Bush  would  be  better  for  stocks 
than  a  Democrat.  Bush,  after  all,  has  pushed  for  less  regula- 
tion of  business  and,  with  the  Republican-led  Congress,  has 
chopped  taxes  on  capital  gains,  dividends  and  high  salaries. 
The  Democrats,  by  contrast,  are  vowing  to  clamp  down  on 
corporate  greed  and  repeal  tax  cuts  for  the  "rich." 

So  here's  a  surprise:  In  recent  decades  stock  market  investors 
have  done  much  better  when  Democrats  occupy  the  White 
House.  Since  1927,  stock  returns  adjusted  for  inflation  have 
averaged  five  percentage  points  a  year  higher  under  Democratic 
presidents  than  under  Republicans,  according  to  a  new  study  by 
UCLA  finance  professors  Pedro  Santa-Clara  and  Rossen  Valka- 
nov.  For  the  smallest  stocks  the  difference  is  even  more  strik- 
ing— during  Democratic  administrations  they've  returned  an 
average  of  18  points  a  year  more. 

Gee,  Republicans  are  good  for  i  v  ithing?  Not  quite.  Bonds  do 
better  under  Republicans. 

Here  are  some  political  investing  pointers.  But  before  you 
race  to  overhaul  your  portfolio  based  on  the  latest  jolls,  keep  in 
mind  that  these  findings  are  based  on  a  fairly  small  numb  r  of 
presidential  elections. 


Republican  wins  give  the  stock  market  a  short-term  boost.  Stocks 
tend  to  do  better  right  after  a  Republican  is  elected  President 
than  after  a  Democratic  victory.  This  makes  sense,  because  most 
investors  expect — rightly  or  wrongly — that  Republicans  will  be 
better  for  the  market  and  so  bid  up  stocks  in  anticipation.  Whar- 
ton School  finance  professor  Jeremy  Siegel  finds  that  since  1888 
the  market  has  risen  an  average  of  0.7%  the  day  after  a  197R1 
Republican  win  and  dropped  an  average  of  0.5%  after  a  $279,lj 
Democratic  win. 

Longer  term,  stocks  do  better  under 
Democrats.  While  stocks  get  a  short-term 
boost  from  Republicans,  over  the 
course  of  an  entire  presidency 
they  tend  to  do  better 
under    Democrats. 


-2.11 


That's  especially 


1952 
$62,676 

9.2% 


1968 
$331,347 

8.6% 


1960 
$171,134 

13.4% 


Political  Profits? 

The  average  annual  return  on  stocks  has 
been  far  higher  during  periods  when  Democrats 
have  occupied  the  White  House.  Here's  how  a 
$10,000  investment  in  the  S&P  500  grew 
through  the  changing  administrations. 


1926 
$10,000 
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Republican 


Democrat 


true  for  small  caps.  Part  of  the  reason  is  that  small  caps  respond 
more  sharply  than  large  caps  to  economic  ups  and  downs,  and 
Republicans  have  presided  over  many  more  downs.  Since  1929, 
30%  of  the  months  under  Republicans  have  been  spent  in  reces- 
sion, compared  with  just  10%  under  Democrats. 

Why  have  Republicans  been  so  much  more  recession-prone? 
Partly  because  inflation  has  typically  been  higher  under  Demo- 
crats. When  Republicans  have  taken  over  the  White  House, 
they've  often  felt  compelled  to  bring  inflation  under  control,  with 
a  recession  the  short-term  result,  says  Harvard  political  econo- 
mist Alberto  Alesina.  But  more  recently,  he 
adds,  inflation  has  not  been  a  factor. 

Stocks  do  best  later  in  a  President's  term. 
Several  researchers  find  that  stocks  typi- 
cally perform  better  during  the  second  half 


2000 
$2,666,167 

14.2% 


1992 
$919,329 

10.0% 


2003 
$2,225,360 

-5.8% 


380 
2,090 

1% 


Sources:  Ibbolson  Associates:  Forbes 


of  a  President's  term  than  the  first.  Yet  while  both  the  third 
and  fourth  years  of  presidential  terms  are  good,  the  third  is 
definitely  the  best.  Why?  "Perhaps  the  market  anticipates 
favorable  economic  policies  in  the  election  year,  causing  stock 
prices  to  rise  the  year  before,"  writes  Wharton's  Siegel  in 
Stocks  for  the  Long  Run. 

.  Last  year  was  certainly  no  exception.  And  the  political  push 
for  strong  returns  seems  likely  to  continue  in  2004.  "The  Bush 
Administration  is  doing  everything  that  is  legally  possible  to  win 
a  second  term  for  the  President,"  notes  Prudential  investment 
strategist  Edward  Yardeni  in  a  recent  weekly  report. 

Bonds,  unlike  stocks,  do  better  under  Republicans.  While  equi- 
ties have  been  big  winners  under  Democrats,  when  it  comes  to 
fixed  income,  watch  out.  Since  1929,  returns  on  intermediate- 
and  long-term  bonds  have  averaged  five  points  a  year  more 
under  Republicans,  according  to  a  1999  study  in  the  Journal  of 
Portfolio  Management. 

Indeed,  net  of  inflation,  the  average  return  on  bonds  under 
Democrats  has  been  roughly  zero.  Returns  on  bonds  also  tend 
to  be  higher  during  the  first  half  of  a  President's  term,  weaker 
in  the  second  half.  That's  presumably  because  the  preelec1  on 
stimulus  that  boosts  stocks  tends  to  raise  inflation  and  h  irt 
bonds.  F 


ANOTHER  WAY 
TO  AVOID  WORKING 

THEY'RE  WIRED.  THEY'VE  GOT  DISPOSABLE  INCOME. 
And  they  love  soap  operas.  Meet  Sony  Corp.'s  new 
customer  base:  soap  addicts  with  broadband 
modems.  For  the  past  year  Sony  has  been  selling, 
through  its  SoapCity  Web  site,  digital  versions  of  three  day- 
time soap  operas:  Days  of  Our  Lives,  The  Young  and  the  Rest- 
less, and  As  the  World  Turns.  Unlike  bubble-era  attempts  to 
peddle  video  via  the  Web,  this  offering  is  drawing  real  pay- 
ing customers.  Sony  says  fans  have  bought  250,000  com- 
mercial-free episodes  so  far,  paying  either  $2  for  a  single 
show  or  $10  for  a  monthlong  subscription.  Illegal  copying 
doesn't  seem  to  be  a  problem:  The  shows  can  be  played  only 
by  the  purchaser,  and  disappear  after  28  days. 

The  project  may  lack  the  buzz  of  Apple's  iTunes  down- 
loader.  But  it's  a  big  deal  nonetheless.  Not  only  is  this  the 
first  time  the  networks  have  allowed  their  scripted  shows 
to  be  retransmitted  over  the  Internet,  but  Sony  is  also  sell- 
ing the  shows  a  few  hours  after  they  first  air. 

Sony's  sales  to  date  don't  come  close  to  covering  the 
money  it  spent  building  the  site,  which  Sony  Pictures  Vice 
Chairman  Yair  Landau  pegs  at  "low-double-digit  millions." 

But  the  idea  is  to  use  the  system  as  a  launching  pad  for 
selling  other  downloads.  Sony  is  planning  to  add  to  SoapCity, 
at  the  end  of  February,  episodes  of  Dawson's  Creek,  a  now- 
defunct  prime-time  soap  about  pouty  teens.  Thus  comes  the 
long-promised  future  in  which  all  entertainment  converges 
in  a  digital  paradise  that  can  be  visited  whenever  and 
wherever  the  consumer  wants  a  show.  "This  is  in  its  infancy," 
says  Landau. 

To  sell  a  television  show  over  the  Web,  a  distributor  has 
to  placate  a  host  of  parties,  including  unionized  workers  on 
the  show,  producers,  the  network  that  aired  it  and  the  adver- 
tisers that  helped  pay  for  it.  So  far  Sony  has  cleared 
most  of  these  hurdles,  in  part 
by    selling    recently 
broadcast  properties 
from  its  own  vaults.  It 
won't  be  so  easy  sell- 
ing old  Gunsmoke 
episodes  this  way. 
—Peter  Kafka 

re.  rww  v"1"  """"' 


Convergence 
at  last? 
SoapCity's 
Web  site. 





DsysofourUves 

r..-.,  „ij  «o  Mi  -'•  i  *W*B  *—< 
tpotk  &mz 


As  th*  World  Turns 


£$G5? 


'**«■    *  *   *   *   ^ 


front 

A  Bargain  at 
Half  the  Price 

Two  academics  assert  that 
mutual  funds  tend  to  gouge 
retail  customers.  The  profs 
seem  to  have  hit  a  sore  point. 

BY  MICHAEL  MAIELLO 

HOW  COULD  A  COUPLE  OF  OBSCURE 
business  professors  get  the  mighty 
Investment  Company  Institute 
into  such  a  lather?  By  documenting 
the  fund  industry's  habit  of  levying  exor- 
bitant fees,  thus  providing  ammunition  to 
fundbuster  Eliot  Spitzer,  attorney  general 
of  New  York. 

John  Freeman  from  the  University  of 
South  Carolina  and  Stewart  Brown  of 
Florida  State  had  the  temerity  to  do  a  study 
showing  that  fund  investors  are  getting 
ripped  off  to  the  tune  of  $9  billion  a  year.  In 


Touchy,  touchy:  Slamming  the  fund  industry,  Eliot  Spitzer  (left)  uses  John  Freeman's  study. 


a  2001  article  in  the  University  of  Iowa  Jour- 
nal of  Corporation  Law,  the  academics  sim- 
ply compared  what  fund  company  man- 
agers charge  to  run  their  in-house  funds  for 
the  gullible  masses  with  what  they  charge 
for  the  same  kind  of  work  done  for  pen- 
sion sponsors,  headed  by  sophisticated  folk. 


THE  RIPPLE  EFFECT 

You  know  those  economic  studies  showing  that  taxpayer-funded 
basebalUtadiums  earn  their  keep  in  higher  GDP?  We  applied  the  same 
methods  to  an  Irnalysis  of  Janet  Jackson's  wardrobe  malfunction. 

CBS  Super  Bowl  incident  and  Gnjmmys  help  shed  dowdy  image  and  have  big  impact  on 
ad  dollars.  Estimajed'revenue:  $165  rjjiHion. 

TiVo  The  fleeting  moment  enticed  an  estimated  35,000  new  subscribers  to  sign  up.  Note:  FCC 
Chief  Michael  Powell  loves  TiVo.  Estimated  revenue:  $3.5  million. 

Janet  Jackson  Virgin  prereleased  the  single  "Just  a  Little  While"  from  her  upcoming  album, 
Qamita  Jo,  the  day  after  the  game.  Estimated  revenue:  Too  so$n  to  tell. 

Fimberlake  Justified,  eleventh-bestselling  CD  last  year,  spiked  in  the       ,- 
week'fbllowirig  the  Super  Bowl.  Estimated  revenue:  $135,000.  '|  j 

The  Parents  Television  Council  and  the 

Traditional  Values  Coalition  Jackpot  for  these 

upright  nonprofits:  The  incident  could  result  •% 

in    50,000    new    membetships.    wofth 

$500,000. 


Media  Bonuses  were, 
or  should  have  been— fo 
headlines:  "Boob  Tube,' 
Plans,"  "Tit  for  Tat."  Also,  FOR 


portion  of  page  46. 
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Freeman  and  Brown  found  that  port- 
folio management  costs  average  0.28%  an- 
nually for  pension  clients  but  0.56%  for 
mutual  funds.  Says  Freeman,  "The  ICI  de- 
cided, 'If  we  can  kill  Freeman  and  Brown, 
we  can  stop  Spitzer.' "  The  ICI  labeled  their 
study  flawed  and  "irresponsible." 

As  ammunition,  the  ICI  re- 
leased a  counterstudy  in  Decem- 
ber by  its  senior  economist,  Sean 
Collins,  saying  that  the  funds' 
0.56%  counts  for  more  than  just 
stock  picking.  The  0.56%  also  cov- 
ers running  Web  sites,  printing 
shareholder  letters  and  conform- 
ing to  public  securities  regula- 
tions— hidden  costs  that  pensions 
don't  have.  How  much  are  they? 
The  ICI  says  that's  unknowable: 
Those  hidden  costs  aren't  dis- 
closed. How  convenient. 

But  look  what  happens  when 
a  fund  family  farms  out  manage- 
ment to  another  fund  family.  Van- 
guard's U.S.  Growth  fund  is  run 
by  two  Alliance  Capital  managers 
for  just  0.1 1%.  Overall,  Vanguard 
charges  investors  0.55%.  Those 
same  Alliance  guys  also  oversee 

the  similar  AllianceBernstein  Mid- 

I 

Cap  Growth  fund  for  a  1 .0%  ad- 1 
visory  fee  and  1.34%  overall.  Yes 
the  ICl's  hidden  costs  are  there 
One  difference?  Vanguard  drove  ; 
hard  bargain  with  Alliance,  prov 
ing  the  profs'  point.  .  I 
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ED?     ATION  FUNDING  ESTATE  PLAN N! 


There  are  times  in  life  when  you  could  re;  lly  use  expert 
financial  advice.  For  more  than  145  years,  Northwestern 
Mutual  and  its  products  have  quietly  earned  a  most  enviable 
reputation.    Visit    www.nmfn.com    for    more    information. 


W  Northwestern  Mutual 

FINANCIAL  NETWORK* 
It's  time  for  a  Quiet  Conversation1!* 


["he  Northwestern  Mutual  Financial  Network"  is  a  marketinc 
:e  Company,  Milwaukee,  Wl.  md  its  affiliates.  Set 


■me for    e sales,  fhe Northwestern 

lal  Investmen 
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Such  a  Deal 

The  new  brass  at  the  New 
York  Stock  Exchange  were 
congratulating  themselves 
in  February  for  taking  pay 
cuts.  Sure,  compared  with 
the  $140  million  accumu- 
lated by  ousted  NYSE  chief 
Richard  Grasso.  But  they 
don't  look  so  impoverished 
when  put  up  against  cus- 
todians of  other  regulatory 
bodies. 

— Neil  Weinberg 


JohnThain 

Chief  Executive,  New  York  Stock  Exchange  $4  ITIIIIlOil 


Robert  Britz,  Catherine  Kinney 

Co-Chief  Operating  Officers,  NYSE  $2.7  111  1 1 1 1 0 II  each 


William  McDonough 

Chairman,  Public  Company  Accounting  Oversight  Board   $560)000 

Alan  Greenspan 

Chairman,  Federal  Reserve  $171,900 


William  Donaldson 

Chairman,  Securities  &  Exchange  Commission  $144,000 


By  the  Numbers 


ICEBERG  AHEAD? 

Carnival  Corp.'s  Cunard  Queen  Mary  2  completed  its  maiden  voyage  in  January,  proud  of 

its  Trump-like  designation  as  the  world's  biggest  and  most  expensive  passenger  ship.  The 

1, 132-foot  behemoth,  with  a  capacity  of  2,620  passengers,  cost  $800  million  to  build.  Per  Person  fare 

Carnival  may  not  be  bragging  long.  Royal  Caribbean  International  is  spending  $720  million       for  the  top  staterooms  on 

to  build  the  3,600-passenger,  1,112-foot  Ultra  Voyagertor  2006  travel.  °ueen  Mary2's  maiden 

Strange,  this  race  to  build  the  world's  biggest  ship  and  add  passenger  capacity.  Last  year         voyage' 

an  estimated  900,000  cruise  vacations  went  unpurchased.  Net  yields  (net  revenues  per 

available  passenger  berth  days)  at  numbers  one  and  two  Carnival  and  Royal  Caribbean  home  p°n!>"s®d  byQQo 

(combined  70%  market  share)  fell  an  estimated  9%  and  11%,  respectively,  since  2000.  Overall      Ca        In     °  :    m    93" 

demand  for  cruises  has  increased  only  6.4%  annually  since  2000.  Yet  North  American  cruise 

operators  will  add  eight  ships  this  year,  increasing  passenger  capacity  12.3%  to  10.4  million. 

Mew  spa  treatments,  art  auctions  and  premium  restaurants  jack  up  onboard  spending,         Votume°^  biffiest ^date 
but  such  extras  account  fos  i   !  •  ?0%  of  cruise  lines'  revenue.  The  cruise  operators  are 
rge  of  retiree:       ting  in  2006.  Until  then,  watch  for  rough  waters. 

—Evan  Hessel 

■m  i  That's  one  big  ship: 

■  Carnival's  Cunard 

ato^Mr.   —n  - —  — <i«  .  —  Queen  Mary  2. 
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elefonica  needed  to  keep  its  telecom  network  operating 
at  maximum  reliability  across  Peru's  1.28  million  square  kilomi 
Who  did  Telefonica  go  to  for  he1 
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LlCjUiu  ASSGTS  Safety  concerns  have  made  it  tough  to 
build  liquefied  natural  gas  terminals  in  the  U.S.  That  gives  a  nimble 
British  company  a  beachhead fr    sow.  by  michael  freedman 


IT'S  NIGH  IMPOSSIBLE  THESE  DAYS  TO  GET 
a  port  terminal  built  in  the  U.S.  that  will 
accept  liquefied  natural  gas.  LNG  is  nat- 
ural gas  that's  been  cooled  to  -260 
degrees  Fahrenheit  and  shipped  to  the 
U.S.  in  1,000-foot  doubled-hulled  tankers  to 
be  warmed  onshore  to  its  gaseous  state.  LNG 
ships  are  not  pretty  to  look  at.  The  terminals 
are  dangerous — in  January  an  LNG  plant 
explosion  in  Algeria  killed  27  people. 

All  of  which  makes  a  British  company 
called  BG  Group  look  pretty  smart.  In  the 
early  1990s  the  company  had  the  foresight  to 
charter  four  of  the  five  LNG  ships  then  avail- 


etty  from  a  distance 

Lake  Charles,  La.  terminal 

LNG  explosion  in  Algeria. 

able,  giving  it  the  ability 
to  bid  on  capacity  at  the 
existing  U.S.  terminals,   i  he  $ 
(sales)  gas  company  now  o  /nsl00%c 
ity  at  two  of  the  four  existii  .  U.S.  termini 
in  Louisiana  and  Georgi.      iving  il  po'u 
position  against  much  lari      competitors 
like  ExxonMobil  and  ChevronTexaco  in  the 
race  to  serve  the  U.S.  mark< 

BG  handles  not  quite  two  thirds  of  LNG 
imports  into  the  U.S.,  yielding  it  est;'  ited 
revenue  of  $157  million.  That  mea  it  is 
delivering  1%  ol  the  country's  natui  gas, 
according  to  Martin  Houston  who  i  ads 
the  company's  I  N<  )bviously, 

we're  trying  to  incn 

I  \s.  and  <  an.kli.  m 

50      I    O    R    B    I     S   ■   ' 


reserves  has  plateaued,  but  there  are 
5,500  trillion  cubic  feet  of  proven 
reserves  worldwide  in  resource-rich 
countries  like  Qatar  and  Algeria,  some 
of  which  could  be  converted  into  LNG. 
Estimates  have  LNG  imports  increasing 
from  2003's  540  billion  cubic  feet  to  2.2 
trillion  cubic  feet  in  2010,  accounting  for 
8.5%  of  U.S.  natural  gas  consumption. 

Liquefied  gas  even  has  the  blessing  of 
some  environmental  groups.  In  a  recent 
analysis  the  Natural  Resources  Defense 
Council  said  that  with  "careful  siting,  the 
greater  price  stability  that  LNG  offers  could 
help  avoid  increased  reliance  on 
dirtier  fuels." 

But  there's  a  Nimby  problem — 
nobody  wants  one  of  these  scary  ter- 
minals in  his  back  yard.  In  January 
ExxonMobil  put  on  hold  plans  for  an 
LNG  terminal  in  Alabama's  Mobile 
Bay,  citing  community  opposition 
that  included  Governor  Bob  Riley.  In 
November  Boston  Mayor  Thomas 
Menino  demanded  a  ban 
on  LNG  ships  in  the  harbor 
because  of  safety  concerns. 
Facing  such  resistance, 
companies  are  exploring 
outside  the  U.S.,  in  places 
like  Baja  California,  which 
could    serve    the    West 
Coast.  The  Bahamas  are 
another  option;  a  pipeline 
couk  be  I    ilt  to  Florida.  Offshore  terminals 
vet  anc   >er  possibility  being  explored  by 
con,  sanies  ;  \e  ChevronTexaco.  Yet  this  is 
i  iall\       >ensive  and  may  do  little  to 

te  sa       concerns.  A  Morgan  Stan- 
ley n.t        note;     >at  partially  unloaded  LNG 
tankers  au     ss  si    »le  than  fully  loaded  ones. 
There  are  now  some  30  proposals  for 
to  serve  the  U.S.,  a  $25  billion 
market  that  could  increase  70%  by  2007 
ai  wording  to  the  >      gan  Stanley  report.  But 
given  the  op  ^osit      i  and    ie  complexity  of 
the  proce      may      four  \     I  be  built  over 
the  next        eral       us.  Mi    'while,  BG  is 
ooking       i  gas.  F 


DID  YOU  HUG 
A  BILLBOARD 
TODAY? 

Advertising  on  billboards 
has  always  been  an  arti- 
cle of  faith:  Marketers 
never  know  who  is 
laying  eyes  on  their 
clever  Mini  Cooper 
or  snazzy  iPod  bill 
board.  That's  ones 
reason  outdoor 
advertising- 
including  ads 
on  things  like 
.^  bus  shelters  and 

^  inside  shopping  malls- 
claimed  a  paltry  5%  of  the 
$110  billion  spent  on  ads  last 
year  in  the  U.S. 

Now  ratings  agency  Nielsen 
thinks  it  has  a  solution.  Starting 
this  spring  in  Chicago,  it's  givin? 
700  survey  participants  global 
positioning  system  devices  the 
size  of  a  cell  phone.  The  device 
will  track  their  movements 
about  every  10  seconds  to 
determine  how  many  times  they 
pass  by  GPS-coded  billboards. 
Nielsen  keeps  a  database  on 
user  demographics  so  it  can  tel 
advertisers,  for  instance,  how 
often  young  female  profession- 
als pass  the  Armani  billboard. 
(Nielsen  competitor  Arbitron 
has  a  similar  device,  but 
requires  diary-keeping.) 
Outdoor  ad  companies 
JCDecaux  and  Viacom  Outdoor 
have  signed  on  as  Nielsen 
clients.  But  GPS  can't  tell 
whether  a  passerby  viewed  the 
sign  in  question.  And,  says 
media  consultant  Erwin  Ephror 
most  people  will  end  up  travel- 
ing and  walking  by  high-popul< 
tion  areas,  meaning  lots  of  bill- 
boards in  quieter  areas  will  be 
unsampled— skewing  the 
results. 

—Susan  Kitcbei 


H?1 


SAS,  the  leader  in  business  intelligence  software,  challenges... 


Lead  with  confidence. 
Or  step  out  of  the  way. 


ENTERPRISE  intelligence 

SUPPLIER  INTELLIGENCE 

ORGANIZATIONAL  INTELLIGENCE 

CUSTOMER  INTELLIGENCE 

INTELLIGENCE  ARCHITECTURE 


There's  never  been  a  tougher  time  to  run  a  bus;  less.  Or  a  better  time  to  lead  one.  With  confidence. 
With  clarity.  With  SAS"  -  software  that  ar  wers  strategic  b.::.iuess  questions  no  one  else  can. 
So  you  can  understand  customers  instead  of  just  pioce^ing  them.  Optimize  relationships 
with  suppliers  instead  of  just  buying  from  them.  And  align  your  organization  for  the  future 
instead  of  waiting  to  react.  To  find  out  why  94%  of  FORTUNE  Global  500*  companies  rely 
on  our  industry-leading  business  intelligence  and  analytics,  visit  our  Web  site.  Or  call  us  toll 
free  1  866  270  5737. 

www   sa     .com/leadership 


The  Power  to  Know* 


SAS  and  all  other  SAS  Institute  Inc.  product  or  service  names  are  registered  trader      ks  or  trao        rks  of  SAS  k, ;    jte  Inc.  in  the  USA  and  other  countries.  ®  indicates  USA  registration. 
Other  brand  and  product  names  are  trademarks  of  their  resp      ve  comp       3.  ©  2004  S. -' '      istitute  Inc.  All  rights  reserved.  268064US.0204 
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AUSTIN  POWERS:  CALL  HOME 


— 'J louse  w't,i 
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Ads  for  ThermoSpas  hot  tubs  were  right  at 
home  on  the  pages  of  Playboy  and 
Penthouse  in  the  1990s.  They  featured 
scantily  clad  gals  frolicking  under 
headlines  such  as  "Warm,  Wet  & 
Available!"  Sales  weren't  so  hot.  So 
ThermoSpas,  based  in  Wallingford,  Conn., 
decided  it  needed  a  new  market— aging 
folks  with  different  kinds  of  aches.  Now 
staid  ads  feature  silver-haired  models  and 
the  geriatric  tagline  "We  turn  water  into 
therapy."  The  ads  run  in  the  Christian 
Science  Monitor,  Arthritis  Today  and  other 
G-rated  fare.  Massaging  the  message 
seems  to  be  working:  ThermoSpas'  sales 
rose  20%  in  2003  to  $58  million,  in  a 
stagnant  market.  —Melanie  Wells 


OYOTA    MOTOR  WANTS  A   BIGGER 

chunk  of  American  pickup  sales.  First 

it  selected  Texas — the  Big  Three's 

biggest  pickup-  truck  market — as  the 
site  for  a  new  truck  factory.  Now  the  Japan- 
ese company  is  barging  into  Nascar's  Crafts- 
man Truck  Series,  a  high-profile  racing 
series  that  had  been  an  exclusive  Detroit 
party  since  its  debut  in  1995.  It's  putting  its  ' 
up  against  the  Chevrolet  Silverado,  Ford  F- 150  and  Dodge 
Ram  in  the  25-race  series  $«(||jj^f  in  February  at  Daytona 

L-lv  100,000  sales  a 


Tundr 


njlet,  Ford  andX>odge  coi 


full-size  pickups. 

What  gives?  Toyota's  truck  . 
and  less  powerful  than  Detroit-bum 


sell  2  million 


problem.  Smaller 
,  its  V-8  engine 


produce., . 

Honda  Accord  sedan),  while  Chevy  Silver- 

Aado  owners  can  get  up  to  325hp.  The  Tun- 
^j0H      dra's  towing  capacity  is  7,200  pounds,  33% 
less  than  the  Silverado's. 

So  what  better  venue  than  a  Nascar  race 
~~  ■  to  pick  up  a  tough-guy  image?  "There's  still 

the  perception  out  there  that  if  you  want  a 
's  big  truck,  you  have  to  get  a  Chevy,  Ford  or 
Dodge,"  concedes  Leslie  Unger,  Toyota's  national  motor- 
sports  manager.  Nascar  will  also  give  Toyota  exposure  to  tra- 
ditional pickup-truck  buyers.  Its  customers  now  have  more 
education  and  typically  earn  more  ($84,000  versus  $71,000 
for  Chevy  Silverado  buyers)  than  Big  Three  buyers. 

Toyota  will  offer  a  bigger  truck  in  two  years.  Until  then, 
i  race  will  have  to  do.  — Joann  Midler 


AT&T  Wireless 


Sprint 


Get  information  in  25%  more  places  on  the  Sprint  high-speed  wireless  data  network. 


Your  employees  can  get  email  and  corporate  data  in  more 
places  nationwide  with  Sprint  than  with  AT&T  Wireless. 

The  Sprint  high-speed  wireless  data  network  covers  a  larger  area 
and  more  people  than  the  AT&T  Wireless  GPRS/EDGE  network. 
So  your  employees  can  h  .  more  productive  in  more  places. 

•  25%  larger  coverar    area 

•  25  million  more  people  covered 

All  this  and,  of  course,  clear  calls  on 
the  nation's  most  complete,  all-digital 
wireless  network  to  make  your 
busines ,  more  effective. 

Get  lie  fact?      sprint.com/facts  or  call 
P    -459-81      or  a  Business  Representative. 
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OneSp        Many  Solutions?'1' 


Voice/D  PCSWi^ess 


Interne   Services 


E-Business  Solutions  Managed  Services 


3  Sprint  Nationwide  PCS  Network  reaches  over  245  million  people.  Coverage  not  available  everywhere,      erage  claims 
tional  Network  excluding  roaming  areas  Screen  shot  simulated.  Copyright  ©Sprint  2004  All  right:     -erved.  Sprir 


ed  on  the  Sprint  Nationwide  PCS  Network  and  the  AT&T  Wireless  GPRS/EDGE 
id  the  diamond  logo  are  trademarks  of  Sprint  Communications  Company  LP 
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To  promote  growth- 


The  founders  of  Quiznos  took  the  sandwich  chain  private, 
or  to  cheat  shareholders?  by  mark  tatge 


TALK  ABOUT  A  BUM  WRAP.  "AN  EXERCISE  IN  OBFUSCATION" 
is  how  a  district  judge  in  Colorado  characterized  the 
management  buyout  of  the  Quiznos  subma- 
rine-sandwich chain,  charging  that  the 
founders  acted  in  bad  faith  and  squeezed  out 
minority  shareholders.  In  his  January  deci- 
sion Judge  Robert  L.  McGahey  Jr.  said  that 
shareholders  were  misled  into  selling  their 
stake  in  200 1  to  Richard  E.  Schaden  and  his 
father,  Richard  E  Schaden,  who  together 
controlled  approximately  60%  of  Quiznos' 
3.5  million  outstanding  shares.  Two  additional 
suits  are  pending. 

Something  was  rotten  in  Denver.  According  to 
the  judge,  the  Schadens'  offer  of  $8.50  a  share  way  undervalued  a 
company  worth  at  least  $32.50 — an  enterprise  value  (interest- 
bearing  debt  plus  market  value,  minus  cash  on  hand)  of  $  1 50  mil- 
lion. The  family,  he  says,  failed  to  disclose  that  Quiznos  was  on  the 
"verge  of  a  growth  explosion."  The  suit  claims  the  Nov.  5,  2001 
proxy  underplayed  the  expansion  by  projecting  85  new  franchises 
by  year-end,  when  it  actually  sold  321  (the  Schadens  dispute  there 


was.  anything  misleading);  since  then  Quiznos 
has  nearly  doubled  systemwide  sales,  to  $700 
million,  with  2,600  outlets  in  16  countries.  Its 
operating  income  (Ebitda)  in  2003  was  $10.8 
million,  up  from  $5  million  in  2001. 

Shareholders  claimed  they  were  induced 
to  tender  thanks  to  a  "fairness"  decision  by 
Tucker  Anthony.  TA  had  previously  served 
as  the  company's  investment  banker  and" 
made  a  personal  loan  to  the  Schadens.  Judge 
McGahey  called  this  relationship  "incestuous" — 
since  TA  stood  to  earn  $800,000  if  the  deal  closed. 
For  their  part,  the  Schadens  claim  they  took  the  company 
private  because  they  believed  that  increased  expansion  costs 
would  depress  profits  in  the  short  term.  "We  had  to  make  deci- 
sions in  growing  the  chain  that  public  shareholders  weren't  nec- 
essarily going  to  like,"  says  Richard  E.,  chief  executive.  "We  went 
way  out  of  [our]  way  to  make  sure  there  was  an  independent 
decision.''  One  that  favored  the  Schaden  family,  anyway.  They're! 
appealing  the  $1 1  million  in  damages  awarded  by  Judge  McGa- 
hey for  the  1 3%  of  shareholders  who  challenged  the  buyout. 
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Are  They  Bluffing? 

Poker  TV  gets  some  high  stakes,  by  dirk  smillie 

POKER  HAS  NEVER  BEEN  A  BIG  MONEYMAKER  AT  CASINOS— OR  AS  TV 
content.  Teievised  poker  tournaments  used  to  be  "as  exciting  as  watch- 
ing paint  dry,"  admif  s  World  Poker  Tour  producer  Steven  Lipscomb.  So 
last  year  Lipscomb  added  a  little  reality- TV  pizzazz  to  a  Vegas  poker 
match,  wiring  the  tournament  with  I  cameras  and  flashing  on-screen  personal 
about  players.  With  miLion-dui!  :  ickpots,  the  souped-up  card  game 
gave  the  Travel  Channel  its  best  ratings  ^  i  for  a  series  and  clinched  a 
$40  million  contract  for  Lipscomb  to  produce  the  show  for  six  more  seasons. 
Bingo.  Now  a  half-dozen  r\  networks  are  throwing  their  own  chips 
behind  casino  card  games.  It's  a  dicey  bet.  Poker  programming  turns  out  to  be 
a  bit  costlier  than  just  filming  a  bunch  of  folks  play 
ing  cards.  World  Poker  Tour  costs  Lipscomb, 
who  has  50  staffers,  $400,000  an  episode. 
Given  the  competition  the  cost  of  buying 
licensing  rights  from  tournament  organizers 
is  climbing,  too. 

Poker  producers  pom'  to  the  51  million 
people  who  visit  casini i  as  proof 

of  a  market.  But  will  I  i?  Invest- 

ment banker  Robert  Cai  iks  ;o.He 

and  partners  are  raising  thi    ■■>    i  n  ante 
with  plans  for  a  $75  million  lau         his  tall 
ot  a  new  casino  and  gaming chann        fai 
no  cable  carriers  have  shown  their  card      r 


Full  House 

Poker  shows  running  on  TV  this  season: 

BraVO  Celebrity  Poker  Showdown.  Celebs  like 

Martin  Sheen  and  rapper  Coolio  face 
each  other  down  at  Las  Vegas'  Palms  casino. 

Travel  Channel  World  Poker  Tour.  Arena-style 

poker  features  masters  of  the  game  competing  in 

13  tournaments  around  the  world. 

ESPN  World  Series  of  Poker.  Last  year's  prize 

money  totaled  $20  million.  On  this  year's 

schedule:  seven-card  Razz  and  No  Limit  Hold  'Em. 

FOX  Sports  Net  Late  Night  Poker.  Under-the- 
table  cameras  reveal  the  real  bluffers 
in  this  American  version  of  the  British  series. 
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No  hamime  shows,  but  ratings  are  still  high. 
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Times  change.  Is  your  investment  plan 
keeping  up?  Find  out  at  TD  Waterhouse. 


FREE  PORTFOLIO  REVIEW 


Make  an  appointment  with  an 

nvestment  Consultant  for  your 

free  portfolio  review.  To  find 

the  branch  office  nearest  you: 


ONTACT  US  AT: 
I.866.600.PLAN 

dwaterhouse.com/plan 

'nline  trades  as  low  as  $9.95 


Knowing  your  risk  is  the  first  step 
towards  protecting  your  financial  future. 
Which  is  why  getting  a  free,  personal 
portfolio  review  from  TD  Waterhouse 
makes  so  much  sense.  One  of  their 
Investment  Consultants  can  help  evaluate 
your  risk  level,  so  you  can  adjust  it  r< 
meet  your  financial  goals. 

They  can  also  provide  you  with  a 
personal  portfolio  plan.  A  plai  which 
includes  specific  recommendations  based 
on  your  individual  financial  nee   >,  so  you 
can  balance  your  portfolio  an< '   ;el 
comfortable  with  your  level      risk.  This 
service  is  normally  $200.  !      ^ever,  the  fee 
is  waived  when  \  ou  dep'       $25,000 
in  a  new  accoum,  or  if  \      re  already  a 
Premier  Custon  er  at  TI     Vaterhouse. 


If  you're  looking  for  someone  who 
can  manage  your  investments  for  you, 
TD  Waterhouse  can  even  refer  you  to  an 
independent  investment  advisor.  Someone 
who  can  help  you  plan  and  execute  your 
financial  strategy. 

.  ledge,  planning  and  control 
make  TD  Waterhouse  the  ideal  place 
to  position  your  portfolio  and  keep  it 
risk-adjusted  for  the  future.  Call  now  for 
your  free  portfolio  review.  And  protect 
your  future. 

TD  Waterhouse — the  alternative 
to  higher-priced  brokers  like  Merrill 
and  Schwab. 

Waterhouse 

You're  in  Control. 


fl04  TD  Waterhouse  Investor  Services.  Inc.  is  a  registered  investment  advisor  and  broker-dealer  Member  MYSE/SIPC.  Compai  ir.on  based  on  s 
KMons  system  performance  or  tor  other  reasons.  Online  market  orders  are  $9.95-51 7.95  depending  on  trading  activity.  Limit  orders  just  $3  m 
ledule  Participation  by  a  particular  advisor  in  the  AdvisorOirect  program  does  not  constitute  a  recommendation  or  endorsement  by  TD  Waterho' 
mst2003  SmartMoney  s  a  pnt  publshing  venture  of  Dow  Jones&  Company,  Inc.  and  Hearst  Communications.  Inc.  SmartMo.  ey  is  a  registered 
DEMRSFBF 


i  standard  aquit .  ommissionsas  of  1 019,  ^Services  vary  by  firm.  Access  to  services  and  your  account  may  be  affected  by  market 
>des  over  2,500  s t  res  incur  1  cent  per  share  charge  for  the  entire  order Call  or  see  tdwaterhouse  com  for  complete  commission  fee 
Jiat  particular  a-  .  I  '^ketlit\totBa^":s<a!Vk8r&ers,Sma/1Money,TheWallStreetJwmalMagazineoffersonal8usiness, 
iiarkTheWaliSi        lumalisaregisteredtrj  "  irk  of  Dow  Jones  &  Company  Inc 
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SERVER  WINC 
UP  COSTING 
YOU  MORE' 


A  CIO  Insight  survey  of  IT  execs  revealed  this  startling  news:  42%  of  the  execs  polled  spent  an  average  of  29  cents 
out  of  every  IT  dollar  (!)  "maintaining  and  managing  excess  complexity."'  Instead,  simplify.  That's  what  the  on  demand 
world  demands.  You  can  do  it  with  IBM  eServer™  xSeries"  systems  powered  by  Intel®  Xeon™  processors.  Not  only  do 
they  have  built-in  self-management  features  that  can  help  improve  server  availability,  they're  also  time-tested  and 
reliable.  For  more  information,  download  Why  X,  an  in-depth  guide  to  xSeries  systems  at  ibm.com/eserver/advantage 


5  reasons  more  and  more  businesses  are  turning  to  IBM  eServer  xSeries  systems. 


Scale  1-16  way  with  select 
models.  Pay  as  you  grow. 


IBM  Director  systems 
management. 


Linux-ready  through 
the  entire  line. 


Mainframe-inspired 
technologies. 


24/7/365  optional  onsite 
hardware  support.2 


e)  server 


IBM  eServer  xSeries  sysU  ns  are  powered 
by  Intel  Xeon  processors.  id  they  may  very 
well  cost  less  than  you  think.) 


tXinsight,  a  Zrff  Davis  Media  publication.  January  2003  survey  of  almost  500  IT  executives.  'Additional  charges  apply  Standard  support  includes  next  business  day  response  in  some  countries. 
U,|he  e-business  logo.  eServer.  the  eServer  logo  and  xSeries  are  trademarks  or  reg'siered  trademarks  of  Intei  stional  Business  Machines  Corporation  in  the  United  States  and/or  other 
untnes  Intel.  Intel  Inside,  the  Intel  Inside  logo  and  Intel  Xeon  are  trademarks  or  registered  trademarks  of  Intel  Coi  01  ation  or  its  subsidiaries  in  the  United  States  and  other  countries.  Other 
mpany.  product  and  service  names  may  be  trademarks  or  service  marks  of  others  ©  2004  IBM  Corporation.  An   ights  reserved. 
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Who  owns  the  right  to  put  a  famous  photo  on  a  Web  site?  Chances 
are  it's  a  famous  rich  guy  named  Bill  Gates  |  By  Bruce  Upbin 


BILL    GATES'    GRAND 
scheme  to  license  the 
world's    art    master- 
pieces and  have  them 
flash  onto  wall  monitors 
in  people's  living  rooms  fiz- 
zled. But  it  looks  as  if  he's  going 
to  make  a  pretty  penny  selling  images 
11-   mostly  images  used  by  publish- 
ed advertisers. 

In  November  one  of  the  world's 
biggest  banks  kicked  off  a  major  ad  cam- 
paign in  Asia,  touting  its  ability  to  work 
closely  with  its  richest  clients.  It  wanted 
photos  of  famous  partners  in  exploration: 
the  Apollo  1  1  crew  ol  Neil  Armstrong, 
BuzzAldrin  and  Michael  Collins,  and  Sir 
Edmund  Hillary  and  his  Sherpa  guide, 
Tenzing  No  led  to  Corbis 

Inc.,  the  world's  sou  nd-1 
censing  company,  wholi 

Corbis  had  photos  notables, 

which  the  bank  could  lk<.  i 
but  there  was  a  hitch  negoti 
celebrities'  publicity  rights:  Armstn  lg 
was  asking  so  much  extra  that  the  pho 
tograph)  <.ost  oi  the  camp  i        vould 


have  been  an  astronomical  $1.5  million. 
The  client  was  ready  to  walk  away,  but 
Corbis'  crafty  rights  negotiators  sug- 
gested cropping  out  Armstrong  alto- 
gether. That  helped  knock  down  the  pub- 
licity rights  fees  to  $185,000.  Done. 

Few  people  outside  the  photo  world 
know  Corbis  as  anything  more  than  a 
hobby  or  an  artsy  sideline  for  the  world's 
richest  man.  The  Seattle-based  firm  first 
gained  attention  in  the  mid-1990s  when 
Gates  began  spending  some  $200  million 
securing  digital  rights  to  license  images. 
Some  were  masterpieces  ("Mona  Lisa," 
"Whistler's  Mother").  But  he  also  pro- 
cured images  with  a  more  commercial  ap- 
peal when  he  acquired  the  libraries  and 
freela  nee  contract;  if  11  photo  agencies,  as 
well  as  the  renowned  Bettmann  Archive,  a 
colk'.  lion  of  historic  :  phot  >s  frequently 
t><  and  i  ;azin<  publishers. 
>  own:  some  i  the  most  indelible 
ipture*  Wilb  ir  watching 
eoff.  i  , stein  .king out 
1  irry  Trui  urn's  tr  tmphant 
s  the  >cwey  Be  its  Tru- 
editii       i  the(  '    ago  / '.'  inw. 


evi 

stM 

igue. 

s  he 


Finally,  after  14  years  of  losing  money, 
Corbis  is  getting  down  to  business.  It  has 
replaced  half  its  managers  with  veterans 
of  advertising  and  publishing,  patched  up 
relationships  with  disaffected  photogra- 
phers and  broken  new  ground  with  deals 
to  license  such  things  as  photos  and 
movie  clips  to  mobile-telephone  cus- 
tomers. "We're  moving  beyond  aggregat- 
ing photos  and  taking  more  positions  in 
the  food  chain,"  says  Steve  B.  Davis,  chiel 
executive  of  Corbis.  "We're  focusing  on 
being  more  than  just  an  online  photo 
vending  machine." 

Last  year,  despite  the  weak  advertising 
industry,  Corbis'  revenue  grew  20%  tc 
$140  million.  Davis  predicts  another  20°/( 
revenue  jump  this  year,  enough  tc 
"approach  profitability." 

Both  Gates  and  Davis  deny  any  immi 
nent  plans  for  an  initial  offering,. but  h 
September  Corbis  raided  newspaper  pub 
lisher  Knight  Ridder  to  get  Susai 
McDonald  as  chief  financial  officer.  "M- 
goal  is  to  get  us  ready  for  diversifying  th 
shareholder  base  if  we  need  to,"  she  says 

The  one  thing  standing  in  Corbis'  wa 
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Some  of  the  world's 
best-known  images 
reside  in  Corbis' 
archives.  If  you  can 
I  sell  a  picture  over 
|  and  over  again,  it  is 
|  worth  far  more  than 
I  a  thousand  words. 


Cnrhis 

is  its  crosstown  rival,  Getty  Images.  Co- 
founder  Mark  Getty,  grandson  of 
J.  Paul  Getty,  spent  $1  billion  in  stock 
and  cash  buying  up  29  of  the  world's 
biggest  stock-photo  libraries.  Getty  has 
since  gone  on  to  take  $50  million  in  an- 
nual sales  away  from  newswires  such  as 
the  Associated  Press  and  Reuters.  Getty 
now  has  86  global  staff  photographers 
covering  breaking  news,  more  than  the 
New  York  Times.  It  cut  deals  to  become  the 
exclusive  photo  licensor  for  the  Olympics, 
Major  League  Baseball  and  the  National 
Basketball  Association.  Despite  having 
only  30  million  photos  in  its  archive, 
roughly  half  that  of  Corbis,  Getty  makes 
far  more  money,  earning  $64  million  on 
$523  million  in  sales  last  year,  up  13%. 
Market  capitalization  is  $2.7  billion. 

The  $2  billion  stock-photography 
business  has  been  completely  trans- 
formed by  the  Web.  It  once  took  days  for 
image  buyers  to  track  down  the  perfect 
still  life  with  strawberries.  Now  they  can 
download  one  off  Getty's  or  Corbis'  Web 
sites  in  minutes.  Magazines  like  In  Style 
and  Us  Weekly  are  fattening  up  with 
celebrity  stock  shots,  and  ad  agencies, 
which  once  viewed  stock  as  a  creative 
armpit,  are  using 
high-quality  canned 
images  to  lower  pro- 
duction budgets.  A 
recent  McDonald's 
TV  ad  depicting  a 
earful  of  cruising 
teenagers  con- 
sisted entirely  of 
film  footage  from 
Getty's  archive 
and  cost  one- 
tenth  of  the  typi 
cal  $300,000  for  a  30-sec- 
ond  spot.  "The  quality 
used  to  be  so  bad  we'd 
only  use  stock  for  layouts, 
but  it  has  gotten  a  lot  bet- 
ter," says  Holli  Burlison, 
who  runs  the  art  1  ^ 

group  .it  WPP  ( iro 
Walter  Thompson  N 
York  office. 

Corbis  wants  to  wrap 
lots  of  services  around  libi  ■'•  photos, 
especially  the  potentially  lu<  task  of 


clearing  rights  to  the  pictures  and 
footage.  In  2003  Davis  hired  the  rights 
clearance  staff  from  Universal  Studios, 
the  biggest  such  operation  in  Hollywood. 
If  an  advertiser  needs  a  picture  of  James 
Dean,  Marilyn  Monroe  or  the  Eiffel 
Tower  lit  up  at 
night,  it  has  to  pay  a 
licensing  fee  not 
only  to  Corbis  but 
also  to  the  dead 
celeb's  estate  or  to 
the  French.  It's 
work  to  track  down 
obscure  rights  own- 
ers. Last  year  for  a 
Trivial  Pursuit  ad, 
Corbis  had  to  find  Tonya 
Harding  in  a  trailer  park 
in  rural  Washington  to 
clear  rights  to  her  old 
skating  footage.  Instead  of 
charging  a  fixed  transac- 
tion fee  for  clearing  the 
rights  Corbis  tries  to  buy 
low  and  sell  high,  captur- 
ing the  spread  as  revenue. 


O 


You  never  know  what's 

stock  and  what's  not. 

Books  and  ads  often 

reuse  photos  licensed 

from  Corbis  or  Getty. 


Corbis'  rights  services  revenue,  in  the 
"multiple  seven  figures,"  grew  100%  in 
2003  and  will  rise  an  additional  50%  in 
2004.  "We're  like  the  middlemen  at  the 
Turkish  bazaar.  We  know  what  things  cost 
and  can  get  better  prices  than  anyone 
else,"  says  Gary  Shenk,  who  is  head  of  the 
company's  rights  clearances  operation. 

Corbis  is  trying  to  take  the  high  road 
in  photo  licensing.  Unlike  Getty,  it  has 
refused  to  enter  into  one-price,  all-you- 
can-eat  monthly  contracts  with  publish- 
ers and  doesn't  hire  staff  photographers 
who  have  to  cede  all  future  rights  to  the 
pictures  to  the  company. 

But  Getty's  chief  executive  and  co- 
founder,  ex-investment  banker  Jonathan 
Klein,  couldn't  disagree  more  with  Davis' 
services-heavy  strategy.  It  has  a  rights 
clearance  group,  too,  but  it  is  only  a  hand- 
ful of  people.  "I  think  it's  a  better  use  of 
my  time  to  create  a  great  Japanese  Web  site 
and  drive  revenue  from  $5  million  to  $50 
million,"  he  says. 

Gates,  more  than  any  man  on  earth, 
can  afford  to  be  patient  waiting  for  a  re- 
turn on  his  money.  But  did  it  have  to  take 
14  years?  When  asked,  Gates  pauses,  smiles 
and  says,  "The  success  of  last  year  was  built 
on  hard  work  that  came  before  it.  There's 
been  a  need  to  do  some  hard  things.  I'm 
superhappy  with  what's  been  done."     F 
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Shrewd, 

Very 
Shrewd 


James  Sorenson  entertains  himself  by  starting 
new  companies.  It's  queer  how  many  of  them  turn 
into  money-gushers  I  by  matthew  miller 


JAMES  LEVOY  SORENSON  HAS 
spent  most  of  his  82  years  think- 
ing about  the  next  pretty-big 
thing — then  pouncing.  Though 
little  known  outside  Utah,  he 
has  made  conquests  in  medical  equip- 
ment, real  estate,  genomics  and  the  Inter- 
net, and  in  the  process  has  become  a  very 
rich  man.  He's  probably  worth  $4  billion. 
His  latest  contraption  is  called  the 
Sorenson  VP-100,  a  videophone  device  that 
works  in  conjunction  with  a  broadband 
Web  connection  and  a  large  television.  The 
device  helps  folks  like  Philippe  Montalette, 
a  software  engineer  at  Sun  Microsystems 
and  one  of  28  million  Americans  who  are 
deaf  or  hard  of  hearing.  Instead  of  relying 
on  tedious,  text-based  services  to  make 
telephone  calls,  Montalel  te  can  communi- 
cate directly  with  othci  :al  people,  con- 
veying subtleties  of  feci  il  session,  or 
with  those  who  hear  via  a  ank  of  inter- 
preters in  four  different  lo<  ions  who 
translate  his  sign  language. "  [hi  has  defi- 
nitely changed  ray  life,"  Montal<      saysol 
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Sorenson  Video  Relay  Service. 

It's  not  a  big  deal  yet.  Sorenson  Media 
has  installed  5,000  videophones  since 
April  2003;  the  service  grossed  $6  million 
last  year — nearly  half  the  company's  rev- 
enue (the  rest  comes  from  videophone 
and  software  licenses).  But  Sorenson 
thinks  that  will  easily  burgeon  into  $45 
million  this  year.  Apply  that  technology  to, 
say,  telemedicine,  and  you  can  think  about 
really  big  volume  numbers. 

Such  bets  have  built  an  empire.  Soren- 
son has  32  companies,  40  or  more  U.S. 
patents  and  acreage  three-quarters  the  size 
of  Rhode  Island — not  to  mention  52.4  mil- 
lion shares  of  Abbott  Laboratories,  the 
fruits  of  selling  his  medical-devices  com- 
pany years  ago.  "I've  made  a  life  out  of 
putting  a  business  aspect  to  i  ■  innovative 
muni,"  says  Sorenson  a  thin,  tnassuming 
;_;ii\  with  silver  in  his  red  h.  "And  I've 
always  had  the  courage  to  take  antage  of 
opportunities  when  they  conu 

Perhaps  because  he  started  so  lit- 
tle. Porn  in  Idaho,  Ik-  grew  U]         Yuba 


City,  Calif,  where  his  father  dug  trenches 
for  sewer  lines.  When  he  was  13,  Sorenson 
tried  to  convince  his  dad  to  buy  a  Coca- 
Cola  distributorship  for  $2,300.  By  then 
his  father  had  the  money  but  lacked  the 
capital — and  the  gumption — to  run  the 
business.  School  was  a  challenge  for  the 
young  Sorenson;  a  teacher  told  his  mother 
he  was  mentally  retarded  (years  later  he 
discovered  he  was  dyslexic).  Still,  his  child- 
hood left  him  with  two  lifelong  gifts:  a 
stomach  for  risk-taking  and  the  certainty 
that  he  was  a  hell  of  a  lot  smarter  than 
anybody  gave  him  credit  for. 

Dropping  out  of  community  college  at 


age  18,  Sorenson  accepted  a  Mormon  mis- 
sion to  New  England.  In  1946  he  moved  to 
Salt  Lake  City  to  sell  medical  supplies  for 
Upjohn.  He  quickly  developed  a  reputa- 
tion for  being  cheap.  When  Sorenson 
turned  in  his  first  expense  report  for  $4.67, 
his  supervisor  told  him  he  was  going  to 
spoil  the  business  for  everybody.  "I  needed 
to  be  spending  at  least  $30  a  week,  taking 
doctors  to  lunch  and  buying  them 
whiskey,"  he  recalls. 

Sorenson  had  other  ideas.  Instead  of 
treating  doctors  to  lunch,  he  bought  them 
sodas,  pocketing  the  difference  to  feed  his 
family — and  buy  land.  Out  of  habit  from 


his  missionary  days,  he  was  an  early  riser 
who  often  finished  his  sales  calls  by  9  a.m., 
leaving  the  afternoon  for  buying  up  small 
plots  for  $25  an  acre.  In  the  early  1950s  the 
uranium  boom  hit  the  Rock)  Mountains; 
at  the  time,  atomic  energy  had  a  bright  fu- 
ture. In  came  speculator;-  from  New  York, 
setting  up  uranium  companies.  Sorenson 
would  look  for  property  with  "hot  rocks," 
buy  the  claims  to  land  for  $50  or  so  and 
quickly  sell  them  to  penny-stock  promot- 
ers of  those  companies — sometimes  for  as 
much  as  $6,000.  He  took  payments  in  cash 
and  shares.  "Those  stocks  were  going  up 
ten  times  in  a  day,"  he  says.  Still,  he  played 


conservatively.  Whenever  a  stock  doubled, 
he  sold,  reinvesting  the  money  in  new  land. 
Still  addicted  to  real  estate,  Sorenson 
has  a  particular  fondness  for  mountaintop 
lots.  Today  he  controls  520,000  acres, 
including  an  undeveloped  peak  across 
from  the  posh  Park  City  ski  resort  and  a 
cattle  ranch  in  central  Utah  that  might 
soon  find  double  duty  as  a  windmill  farm. 
Donald  Wallace,  president  of  Sorenson 
Real  Estate,  claims  the  entire  estate  is 
worth  $1.5  billion. 

The  job  at  Upjohn  supported  other 
lucrative  distractions.  In  1957  Sorenson 
cofounded  Deseret  Pharmaceuticals, 
which  wholesaled  antibiotics  in  the  West. 
Bored  with  the  business,  Sorenson  looked 
for  a  new  way  to  make  money.  "One  day  I 
was  at  the  hospital  watching  this  poor  guy 
who  had  black-and-blue  marks  all  over  his 
body  from  nurses  sticking  him  with  these 
sharp,  hard  needles  they  used  to  give  him 
medicine,"  he  says.  With  the  help  of  doctor 
friends,  Sorenson  developed  a  thin-walled 
steel  needle  that  could  be  threaded  through 
a  plastic  catheter  into  a  vein.  Within 
months  Deseret  was  making  the  now 
commonplace  devices  for  about  $1  each. 

Another  idea  Sorenson  claims  for  him- 
self: the  disposable  surgical  mask,  which  he 
says  occurred  to  him  as  he  watched  sur- 
geons prep.  "All  the  doctors  were  Mor- 
mon, so  they  would  sniff  masks  for  alcohol 
or  cigarettes,"  he  recalls.  "Any  that  smelled 
funny  went  into  the  trash."  Consulting 
with  a  microbiology  prof  at  the  University 
of  Utah,  Sorenson  learned  that  thinly  spun 
glass  was  the  best  material  to  filter  out 
microbes  in  saliva,  contracted  with  Corn- 
ing and  bought  a  $65,000  gluing  machine 
to  assemble  the  masks.  Soon  he  was 
churning  out  3,000  disposable  masks  an 
hour,  selling  them  for  17  cents  apiece. 

You  won't  find  Sorenson's  name  (or 
those  of  his  partners)  on  patents  for  either 
device;  pieces  of  them  belong  to  dozens  of 
people.  Still,  he  stands  by  his  innovations. 
"I  may  be  slow  to  speak  and  have  a  hard 
time  reading  because  I'm  dyslexic,"  he 
says.  "But  there  is  no  question  we  did  it.  If 
anyone  has  questions,  have  them  come  to 
me  and  we'll  have  a  little  talk." 

Sorenson's  life  took  another  quixotic 
turn  in  1960,  when  he  left  Deseret  after  a 
falling-out  with  his  partners.  He  bought  a 
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.lamps  Snrenson 

factory  for  $40,000,  took  a  fledgling  lin- 
gerie business  off  the  Mormon  Church's 
hands  and  called  the  company  LeVoy's. 
Though  he  knew  nothing  about  fashion, 
Sorenson  saw  an  untapped  market  for 
modest  women's  nightwear  in  ultra- 
buttoned-up  Salt  Lake  City,  and  hired  a 
designer  from  Los  Angeles  to  create  a  new 
line  he  called  the  "Elegance  of  Modesty." 
His  sales  force:  housewives  who  peddled 
the  nightwear  at  Tupperware-ish  parties. 
By  1967  sales  exceeded  $2  million. 

LeVoy's  was  just  a  front,  however,  for 
Sorenson's  true  passion:  medical  gizmos. 
The  lab  for  Sorenson  Research  emerged 
from  the  lingerie  factory's  lunchroom. 
And,  of  course,  one  idea  led  to  another. 
While  looking  into  a  catheter  that  could  be 
inserted  directly  into  the  human  heart, 
Sorenson  became  intrigued  by  the  work  of 
Dr.  Homer  Warner,  who  had  a  knack  for 
combining  electronics  and  medicine.  The 
two  became  friendly  and  in  1975  Sorenson 
patented  the  first  computer-based  real- 
time heart  monitor,  which  he  tirelessly 
sold  to  surgeons,  slogging  his  VW  station 
wagon  from  hospital  to  hospital.  Another 
hit:  Sorenson  ATS,  a  patented  recycling 
machine  that  salvaged  blood  lost  during 
surgery,  filtered  it  and  transfused  it  into 
the  same  patient.  The  unit,  Sorenson 
claims,  reduced  the  need  for  donated 
blood  by  70%. 

By  the  late  1970s  Sorenson  Research 
was  growing  at  40%  a  year,  but  since  it  was 
greatly  undercapitalized,  it  couldn't  prop- 
erly support  existing  products  while  devel- 
oping new  ones.  In  1980  Sorenson  sold  the 
company  to  Abbott  Labs  for  $100  million. 
He  took  his  gelt  in  stock,  betting  that  his 
inventions  would  have  an  impact  on 
Abbott's  future  earnings.  In  the  24  years 
since  the  sale,  Sorenson  has  never  sold  a 
share.  Today  his  stake,  the  largest  individ- 
ual holding  in  Abbott,  is  worth  $2.3  billion. 
Over  the  last  few  decades  Sorenson 
has  brought  his  lamih  into  the  busi- 
nesses. Son  in  law  Gat  rocker  worked 
for  him  for  years  before  ;oing  off  on  his 
own,  growing  and  selling  medical-device 
companies.  (Research  Medical,  wl 
made  cardiovascular  catheters,  went  i  > 
Baxter  international  for  $236  millioi 
1997;  TheraTech,  a  makei  ol  transdei 
patches  for  drug  delivery,  was  sold  to 


A  Man  of  Many  Parts 

Starting  out  as  a  salesman  for  Upjohn,  Jim 
Sorenson  made  a  vast  fortune  from  a  variety 
of  devices  and  investments.  Among  them: 


A  videophone  aid  to  help  the  hearing  impaired. 

11 


DNA  samples  to  feed  a  genomic  database. 


Plans  to  develop  his 
9,200-acre  plot 
near  the  Park  City, 
Utah  ski  resort. 


Watson  Pharmaceuticals  for  $350  mil- 
lion in  1999.) 

Son  James  Lee,  53,  oversees  many  of 
Sorenson's  operations.  It  was  he  who 
nudged  his  dad  toward  the  Internet  in  the 
1 990s  and  helped  develop  video-compres- 
sion technology,  whose  codes  are  used  in 
Apple's  Quick  lime  and  MacroMedia's 
Flash,  as  well  as  in  videophones.  Sorenson 
Media  has  a  partnership  with  Gallaudet 
University  in  Washington,  D.<  '..  lapping 
into  the  school  for  the  deafs  interpreting 
centers.  Later  this  year  Int  Mountain 
Health  Care,  a  Salt  lake  HM  will  begin 
testing  Sorenson's  video  relay  for  remote- 
distance  cat  '  unes  1  ee  sa\ :  dieine 
will  be  a  \  .able  business  next  ) 

Most  triguing  of  all,  p(  ;  ips,  is 
Sorenson(       imics,  an  umbrella  <  impany 


that  bundles  the  old  man's  best  money- 
making  impulses  with  his  most  expansive 
DNA  dreams.  GeneTree  does  paternity  test- 
ing, a  $1.9-million-a-year  business.  For 
$190  RelativeGenetics  produces  Y-chro- 
'  mosome  profiles  that  identify  26  markers 
on  an  individual's  DNA.  (The  Y  markers  are 
the  simplest  way  to  scale  a  "family"  tree.) 
That  doesn't  mean  much  until  you  match 
your  markers  against  the  40,000  DNA  sam- 
ples in  the  database  of  Sorenson  Molecular 
Genealogy  Foundation,  a  nonprofit  that, 
paradoxically,  holds  the  most  profitmak-  ■ 
ing  potential.  (Comparing  his  DNA  profile 
with  the  foundation's  database,  this  re- 
porter found  two  people  who  were  some 
20  generations,  or  450  years,  away  from  his 
bloodline.  No  luck  tracking  down  any 
long-lost  relatives,  however.) 

The  foundation  employs  20  people, 
half  of  them  Ph.D.s  in  genetics,  microbiol- 
ogy, computer  science  or  statistics,  who 
process  samples  from  all  over  the  world. 
Donors  volunteer  a  cheek  swab,  as  well  as 
information  about  their  parents,  grand- 
parents and  great-grandparents;  six  in 
seven  sign  over  permission  to  use  the 
results  for  medical  research.  Under  the 
direction  of  Scott  Woodward,  a  professor  of 
genetics  at  Brigham  Young  University  on 
sabbatical  this  year,  the  foundation  analyzes 
the  samples  with  the  help  of  Applied 
Biosystem's  3700  DNA  Analyzer,  a  $300,000 
machine. 

And  what  will  the  foundation  do  with 
all  this  DNA?  Sorenson  invokes  the  idea  of 
world  peace.  "We  are  all  sons  and  daughters 
of  God,"  he  says.  "By  understanding  how 
closely  related  they  are,  people  will  treat 
one  another  differently."  In  the  next  breath 
he  is  extolling  die  frontiers  of  genetic  cap- 
italism: "Once  the  database  is  complete,  it 
will  become  a  gold  mine  of  information," 
he  says.  Presumably  drug  companies  will 
pay  lavishly  for  its  secrets. 

Sorenson  professes  to  be  not  very  in- 
terested in  the  revenue.  He  has  60  grand- 
and  great-grandchildren  to  occupy  his 
time.  In  the  evenings  he  often  writes  hymns 
and  poetry  and  is  working  on  a  book  on 
the  spiritual  nature  of  healing,  a  companion 
to  his  1993  self-published  memoir,  Finding 
the  Better  Way.  Besides,  the  foundation  is 
just  one  in  a  series  of  forward-leaning  ideas 
where  money  has  invariably  followed.     F 
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EVOLUTION 


[ANOTHER    REASON    PSEG    HAS    WALL    STREET'S    ATTENTION] 


In  the  beginning,  transportation  was  one  of  our  primary  businesses. 


But  later  it  became  apparent  to  us  that  energy  was  the  industry  of  the 


future.  And  so  it  goes.  Over  the  past  100  years,  we  have  continued  to 


thoughtfully  evolve  our  business  to  meet  changes  in  the  marketplace 


as  well  as  the  needs  of  our  shareholders  and  the  communities  we 


serve.  Today,  our  focus  is  to  provide  investors  with  an  attractive  total 


return  through  a  combination  of  steady  income  and  long-term  growth. 


So  they  can  better  reach  their  future  goals. 


PSEG 

We  make  filings  work  for  you. 


www.pseg.com 


Rnlrlp.n  Wpst  Financial 


DROP  IN  ON  THE  OAKLAND,  CALIF.  HEADQUARTERS 
of  Golden  West  Financial  and  you'll  get  a  taste  of  a 
homespun,  unassuming  company  under  family 
control.  Shortly  into  an  interview  at  the  thrift  hold- 
ing company,  Marion  Sandler,  co-chief  executive, 
pulls  out  a  knitting  needle  and  ball  of  yarn  and 
picks  up  where  she  left  off  on  a  sweater  for  hubby,  Herbert,  the 
other  co-chief  executive.  Marion,  73,  admits  to  frequently  knit- 
ting during  meetings — "except  when  I'm  running  it,"  she  help- 
fully notes.  Herb,  72,  jumps  up,  opens  his  closet  and  proudly 
shows  off  another  cable-knit  sweater  Marion  made  for  him. 

It's  just  the  way  it  was  41  years 
Af+ pi-  A\  VPflr*?  ago,  when  the  Sandlers,  with  a  lit- 

tle financial  help  from  Mar- 
and  many  failed       ion's  brother  Bernard  Osher,  paid 

rnmnptitnrc  $3-8  mimon  to  acquire  a  two- 

uumpemui b  branch  S&L  in  0akland  Except 

along  the  way,      that  the  tnrift has  grown  a  uttie 

yrgp  A  Kl  n  b'gger-  Now  Golden  West  has  $80 

billion  in  assets,  making  it  the 
MARION  second-largest  pure  thrift  after 

pmmi  rn        mi  Washington  Mutual.  The  San- 

SANDLER  Still  dlers'  stake  is  worth  $1.8  billion. 

nin  \A/hflt  i9  nnt         Osher's  got  another  $695  million 

just  the  nation's 
best-managed 
thrift,  but 
perhaps  its 
best  financial 
company.  More 
surprising, 
they're  happily 
married  after 
working  side 

side  the 
entire  time. 


worth  of  the  stock. 

How  do  the  Sandlers  do  it?  It's 


.  26.6%,  better  than  every  other  bank  by  almost  half.  Citigroup 
Smith  Barney  analyst  Michael  Diana,  whose  firm  doesn't  do  any 
investment  banking  with  Golden  West,  gushes  that  Golden  West 
isn't  just  the  best  thrift,  or  even  the  best  financial  services  com- 
pany, but  is  "among  the  best  companies  of  all  industries." 

"It's  as  if  they  came  into  the  business  and  turned  everything 
people  hate  about  their  industry  on  its  head,"  says  Christopher 
Davis,  whose  Davis  Selected  Advisers  is  the  largest  shareholder  of 
Golden  West  after  the  Sandlers,  with  14.6  million  shares.  "People 
say  it's  a  commodity  business.  They  deal  with  that  by  being  low 
cost.  It's  rate  sensitive.  They  deal  with  that  by  predominantly  of- 
fering adjustable  rate  mortgages.  It's  just  dramatic." 

Yet  the  couple  still  run  the  place  as  the  nation's  largest  mom- 
and-pop  shop.  In  addition  to  keeping  Herb  warm  with  sweaters, 
Marion  oversees  much  of  the  advertising  (no  TV,  mainly  print), 
handpicks  the  architects  for  the  company's  475  branches  and 
offices  and  authors  much  of  each  annual  report.  Herb  or  Mar- 
ion personally  call  every  employee  on  significant  anniversaries 
with  the  company,  while  Herb  keeps  a  close  eye  on  costs  and 
fires  off  frequent  missives  to  politicians  and  regulators  warning ; 
of  one  industry  catastrophe  or  another. 

"Their  business  is  seven  days,  seven  nights  a  week,"  says- 
Marion's  brother  Osher,  who  also  controlled  auction  house  But- 
terfield  &  Butterfield  before  selling  out  to  Ebay.  "They  watch  the . 
store.  That's  their  life." 

Although  Herb  insists  they'll  stick  around  as  long  as  the  cou- 


Stick  to  Youi 


BY  SETH  LUBOVE 


what  they  don't  do  that  makes  this 
company  a  standout  among  fi- 
nancial institutions.  Golden  West 
gathers  deposits  and  lends  the 
money  out  as  mortgages  on  mod- 
estly priced,  single-family  homes. 
Dy  olOG  inc  No  junk  bonds,  no  loans  for  shop- 

ping centers,  golf  courses  or  mil- 
lion-dollar mansions.  The  San- 
dlers installed  ATMs  only  in  the 
1990s,  and  they  still  aren't  sure  the 
expense  is  worth  it.  They  give  away  free  toasters  for  new  accounts. 
"We're  boring,"  Herb  says,  proudly.  But  not  on  Wall  Street, 
where  Golden  West's  numbers  have  drawn  some  attention.  The 
Sandlers  have  produced  compound  annual  earnings  per-share 
growth  of  20%ovet  I  i  years,  a  record  thai  appears  to  be 

unmatched  by  any  oth<    financial  firm,  wit!  issible  excep- 

tion of  Wai  ren  Bufrett's  shire  I  (athaway.  k  iolden  West  was 
the  top  performer  among  I  >ks  in  the  Forbes  Best  Managed 
Companies  ranking,  with  ir  anm   tlized  return  of 


pie  is  making  "a  useful  contribution,"  they're  not  getting  any 
younger.  In  anticipation  of  the  day  when  they  finally  depart  the 
executive  suite,  the  Sandlers  have  installed  behind  them  two  exec- 
utives with  a  combined  half  a  century  at  the  company.  But  the 
Sandlers  are  a  unique  tandem  team  who  will  be  hard  to  replace. 

Of  more  immediate  concern,  the  company  has  profited  like 
much  of  its  competition  from  a  low-rate,  strong  housing  econ- 
omy, especially  in  California,  where  Golden  West  has  62%  of  its 
loans.  But  if  rates  rise,  as  they  surely  will  in  a  healing  economy, 
home  lenders  such  as  Golden  West  will  feel  the  pinch  as  home 
buyers  take  out  fewer  mortgages,  or  pull  back  on  the  maniacal 
refinancing  that  has  characterized  the  past  few  years.  On  the 
deposit  side  of  the  balance  sheet,  Golden's  chintzy  but  pre- 
dict.' ble  savings  accounts,  money  market  funds  and  certificate; 
ol  deposit  have  thrived  as  a  safe  harbor  for  investors  scared  of 
by  the  pasl  lew  years  of  turmoil  on  Wall  Street.  But  with  tht 
markets  finally  showing  some  pop,  CD  rates  that  barely  matcf 
inflation  .      significantly  less  attractive. 

The  S  is  are  the  first  to  acknowledge  the  challenge  o 

topping  i  s.  "We've  got  a  money  machine,  but  what  an 
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the  new  competitive  threats?"  says  Herb,  apologizing  for  a  nag- 
ging cold  that,  not  surprisingly,  struck  him  and  Marion  at  the 
same  time.  "We  developed  a  business  with  extraordinarily  high 
returns  and  virtually  no  risk.  How  do  we  make  it  better?" 

As  it  is,  the  company  is  already  among  the  lowest-cost  oper- 
ators in  the  business,  with  expenses  that  run  at  less  than  1%  of  as- 
sets, compared  with  a  thrift  industry  average  2.3  times  that.  The 
savings  are  both  large  and  symbolic,  such  as  the  lack  of  a  recep- 
tionist at  the  company's  penthouse  headquarters  overlooking 
Oakland's  scenic  Lake  Merritt.  (Visitors  announce  their  arrival 
by  a  phone  in  the  lobby.) 

Rather  than  being  cheapskates,  the  Sandlers  spend  money  to 
make  money.  "The  issue  of  costs  isn't  counting  paper  clips,  it's 
how  you  spend  money,"  says  Herb.  "You  should  spend  to  enhance 
productivity  and  efficiency  and  to  improve  customer  service." 

The  company's  expenses  of  $721  mil- 
lion for  2003,  for  instance,  beat  the  record- 
high  outiay  of  $601  million  in  2002.  But  the 
money  was  well  spent,  since  it's  gone  toward 
a  new  loan-origination  system,  Web  sites 
and  an  upgraded  communications  network 
for  the  branches.  Despite  Marion's  indul- 
gence of  hiring  name  architects  (including 
Walt  Disney  Concert  Hall  designer  Frank 
Gehry),  the  branches  are  otherwise  models 
of  efficiency  with  a  single-minded  focus  on 
vacuuming  up  deposits.  Over  the  past 
decade  the  company  has  increased  deposits 
at  a  10.5%  compound  rate  without  the  ben- 
efit of  an  acquisition,  almost  twice  the  rate 
of  all  banks  and  thrifts. 

"My  ideal  customer  opens  a  $50,000  ac- 
count, and  I  don't  see  them  for  six  months," 
says  Marion. 

At  the  branch  in  Alhambra,  for  instance, 
a  mostly  Asian  suburb  of  Los  Angeles,  Mar- 
ion hired  a  feng  shui  consultant  to  ensure 
that  the  branch  was  in  harmony  with  its  sur- 
roundings. But  aside  from  the  New  Age  flak- 
iness,  the  emphasis  is  on  selling  various  sav- 
ings accounts  and  CDs,  with  rates  displayed  prominently  on  a 
menu  board  in  the  front  window.  To  stay  competitive  with  the 
half-dozen  or  so  competing  banks,  branch  manager  Jason  Jung 
takes  regular  surveys  of  his  competitors. 

"It's  like  a  chess  game,"  sa  \    ■  ve  got  a  lot  of  people 

who  are  rate-shoppers. 

Meanwhile,  on  the  other  side  beet,  the  Sandlers 

have  seemingly  been  able  to  defy  1  I  .losings  of  ad- 

justable-rate mortgages  at  a  dm  I  when  been  fran- 

tically locking  in  the  low  rati-  5.  For 

2003  the  company  lent  out  $36  billion  i 
increase  from  the  year  before.  Of  that  amou 
Instead  ol  Sipping  the  loans  to  I  annieMaeand  1  redd  the 

Sandlers  retain  all  but  the  fixed- rate  loans  foi  theii 
providing  a  margin  of  around  W       theloa      tnst  the 
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With  fewer  Thrifts  around,  but  more 
assets  in  the  bank,  well-run  outfits  such 
as  Golden  West  have  coined  money. 

1  ?nn  <m  9nn 


Number  of  OTS-    - 
regulated  thrifts  ,  1f1fl 


Assets  ($bil) 
constant  2003  dollars 

n 1 1 1 1 1 — 
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Source:  Office  of  Thrift  Supervision. 


Source:  Reuters  Fundamentals  via  FactSet 
Research  Systems. 


0.25%  servicing  fee  left  over  on  loans  that  are  sold  off.  But  de- 
spite the  fact  that  the  Sandlers  don't  use  or  trust  the  ubiquitous 
credit-scoring  algorithms  that  have  become  the  lingua  franca 
among  lenders,  Golden  West's  bum  loan  rate  is  just  0.5%  of  assets, 
compared  with  0.7%  for  the  thrift  industry. 

"Obviously  we're  doing  something  right,"  says  Herb  of  his 
disdain  for  credit  scoring,  which  he  contends  is  too  dependent  on 
borrowing  histories  accumulated  during  a  relatively  benign  econ- 
omy with  strong  housing  prices. 

The  danger  of  holding  so  much  paper  in  your  own  portfolio 
is  that  the  short  rates  Golden  West  pays  its  depositors  and  on  its 
borrowings  could  fall  out  of  alignment  with  the  long  rates  it 
charges  on  mortgages.  This  was  the  dilemma  that  forced  the  orig- 
inal deregulation  of  the  thrift  industry  in  the  1980s,  and  ultimately 
the  S&L  fiasco  that  ended  up  costing  taxpayers  and  innocent  thrifts 
$160  billion.  (So  far,  grouses  Herb,  the  cri- 
sis caused  Golden  West's  deposit  insurance 
bill  to  balloon  by  $450  million.)  Golden 
West  mitigates  the  risk  by  keeping  fixed-rate 
loans  to  a  minimum. 

Many  ARM  lenders  reset  their  rates  an- 
nually, often  according  to  indexes  related  to 
U.S.  Treasury  rates  and  the  London  Inter 
Bank  Offered  Rate  or  the  1 1th  District  Cost 
of  Funds  Index.  But  in  their  tradition  of 
breaking  ranks  with  the  rest  of  the  industry, 
the  Sandlers  decided  to  take  fate  into  their 
own  hands  a  few  years  ago  after  they  saw  the 
institutions  that  make  up  the  11th  District 
diversifying  away  from  deposit-gathering  and 
changing  the  makeup  of  the  index.  So  they 
invented  their  own  Cost  of  Savings  Index,  set 
according  to  the  rates  Golden  West  pays  on 
its  deposits.  Golden  West  resets  its  ARMs  on  a 
monthly,  lagging  basis,  which  allows  it  to  ex- 
pand margins  when  rates  are  falling,  as  they 
have  been  in  the  past  few  years. 

"The  point  is  to  have  loan  rates  match 
up  to  the  costs  of  funds  on  the  other 
side,"  says  Russell  Kettell,  president  and 
chief  financial  officer  and  one  of  the  two  executives  set  to  suc- 
ceed the  Sandlers. 

After  talking  with  the  Sandlers,  though,  you  come  away  with 
the  impression  that,  for  all  their  financial  accomplishments,  they're 
more  interested  in  using  the  business  as  a  means  to  the  highei 
end  of  political  and  philanthropic  pursuits.  Die-hard  liberal 
Democrats,  the  Sandlers  support  various  do-gooder  causes  anc 
activist  outfits,  as  well  as  medical  research  for  the  asthma  that  af- 
flicts Marion.  The  couple  provided  seed  money  alongside  hedgt 
fund  scold  George  Soros  to  start  up  Clinton  apparatchik  Johr 
Podesta's  (  enter  for  American  Progress,  a  liberal  version  of  th< 
Heritage  Foundation,  and  is  the  primary  sugar  daddy  behinc 
i  ei  keley's  Human  Rights  Center. 

"If  our  dreams  come  true,  we'll  give  every  last  dollar  away,' 
-miles  1  [erb.  Everything  but  the  sweaters.  .  I 
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ntroducing 

ligh  performance  technology  that's  also 
good 

V^  I        L  I   I  \+      W  I  I  V  1 1  V^  I  I  \+  I  I  La    Now  you  can  race  around  and  still  keep  the  planet  on  track. 

ybritl  Synergy  Drive",  a  revolutionary  power  train  from  Toyota,  combines  a  gasoline  engine  with  a  powerful  electric  motor  that  never  needs  to  be 

ugged  in.  The  result?  Super-efficient,  super-charged  performance. 

ybrid  Synergy  Drive  has  already  hit  the  roads  in  the  all-new  Toyota  Prius.  And  soon,  we'll  be  introducing  this  groundbreaking,  affordable 

chnology  in  even  more  Toyota  products. 

jr  example,  a  Hybrid  Synergy  Drive  system  developed  for  SUVs  will  provide  a  dramatic  boost  in  power,  injecting  a  V6  engine  with  the 

Jrsepower  of  a  V8.  Incredibly,  this  system  will  also  deliver  the  fuel  efficiency  of  a  four-cylinder  compact  car  and  the  cleanest  emissions  rating 

'ailable  for  a  gasoline-powered  vehicle. 

s  all  about  accelerating  progress  -  for  you  and  the  planet. 

•yota.com/tomorrow        C2003 
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At  Work 


The  Case 
For  Servitude 

Noncompete  agreements  are  illegal 
in  California.  There's  one  reason  for 
thinking  they  must  be  a  good  idea. 

BY  DAN  SELIGMAN 

YOUR  NEW  EMPLOYER  SHOVES  A  PIECE  OF  PAPER  UNDER 
your  nose  to  sign.  In  it  you  promise  not  to  work  for 
any  competitor  for  some  period  of  time  after  leaving 
this  job.  Is  such  a  contract,  known  popularly  as  a  non- 
compete agreement,  a  fair  deal?  Is  it  enforceable? 
Many  executives  are  fans  of  BreakYourNonCompete.com,  a 
popular  site  encouraging  folks  to  do  just  that  and  pushing  the  line 
that  noncompetes  betoken  servitude  and  inhibit  healthy  market 
forces.  But  economic  theory 
says  just  the  opposite.  Non- 
compete agreements  make 
sense.  They  are  a  boon  to 
the  economy.  Most  of  the 
time  they  are  even  a  boon  to 
the  executives  constrained 
by  them,  and  the  main 
problem  is  not  that  they 
sometimes  keep  such  char- 
acters from  taking  jobs 
they'd  love  to  have,  but  that 
the  agreements  are  hard  to 
enforce.  Mark  Cheskin,  a  Hogan  &  Hartson  partner  who  special- 
izes in  noncompetes,  guesses  that  only  half  of  the  agreements  being 
signed  would  survive  a  courtroom  showdown. 

Nobodv  has  survey  data  on  the  number  of  noncompetes  extant, 
but  it's  clear  that  the  total  is  soaring.  Media  mentions  of  "non- 
compete agreement"  in  the  Nexis  database  totaled  72  in  1993  and 
448  in  2003.  The  agreements — in  which  employees  agree  not  to 
go  to  work  foi  a  compa  ;  's  competitors — are  obviously  more  rel- 
evant in  .<  world  in  wl  ri  mor  corporate  wealth  comprises  in- 
tangibles lil  id  a  rl  sts 

The  econ  t      >i     i    >etes  give  companies  in- 

centivestodi  worl  wnpetitive  effects  of 

noncompete  Uy  benign,  >avid  Henderson, 

an  economist  at  |  fo  agreements 

invest  hea\  il)  in  talented  work- 
tenl  i  is  free  to  take 

irnic  incentives 
•8  Macy 
was  hired  b)    idio  station  W<  Wayne,  Ind.  as  a  drive- 
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make  it  possible 
eis.  "ton  just  can't  m 
the  acquired  skills  and  i 

I  he  case  oi  l  >avid  Mi 
for,  and  the  difficulties  of,  t 


time  radio  commentator.  The  station  spent  huge  amounts  on  bill- 
boards and  other  promotions  to  transform  Macy  from  an  un- 
known to  a  local  celebrity  It  also  got  him  to  sign  a  noncompete. 
When  he  later  joined  a  competitor,  the  Indiana  Court  of  Appeals 
agreed  that  WOWO  still  had  a  "protectable  interest"  in  Macy — yet 
it  ultimately  let  him  go  to  the  other  station. 

Why  are  noncompetes  so  hard  to  enforce?  In  the  Macy  case 
one  problem  for  WOWO  was  that  it  couldn't  point  to  advertisers 
who  defected  when  Macy  did.  In  other  cases  the  problem  is  that 
companies  cheat.  They  serve  up  agreements  that  are  "over- 
broad"— sidelining  employees  for  longer  than  necessary  or  defin- 
ing their  competitors  too  loosely  or  landing  on  workers  with  no 
real  secrets.  An  unusually  weird  incident  in  recent  months  con- 
cerned prison  inmates  in  a  Washington  State  work-release  pro- 
gram. The  contractor  who  hired  them  made  them  sign  a  non- 
compete, which  the  state  threw  out,  since  the  whole  point  of  the 
program  was  to  prepare  the  prisoners  for  gainful  employment. 

Except  for  California,  which  bans  all  such  agreements,  every 
state  accepts  that  companies  have  "protectable  interests"  and  can 
defend  them  via  noncompetes.  Unfortunately  for  companies  aim- 
ing to  protect  their  interests,  the  states  differ  wildly  about  what's 
required  in  the  agreements.  Texas,  Georgia  and  New  Jersey  are 

among  the  states  whose 
courts  tend  to  be  suspicious 
of  the  agreements  and  re- 
sponsive to  arguments  that 
they  restrain  trade. 

Connecticut,  Florida, 
Indiana  and  New  York  are 
among  the  states  somewhat 
more  sympathetic  to  the 
view  that  noncompetes  are 
legitimate  business  tools. 
The  New  York  State  Court 
of  Appeals  has  broadened 
the  "protectable  interest"  standard  so  that  it  covers  what  are  called 
"unique  individuals,"  who  can  be  protected  even  when  they  have 
no  managerial  responsibilities  or  special  customer  contacts.  This 
principle  was  famously  enunciated  in  the  mid-1980s  in  a  case  in- 
volving sports  newscaster  Warner  Wolf,  now  a  CBS  icon  whose 
uniqueness  appears  to  depend  on  his  authoritative  rendering  of 
"Let's  go  to  the  videotape!" 

For  large  nationwide  companies,  these  huge  differences  among 
the  states,  and  the  absence  of  any  federal  rules,  represent  the  ulti- 
mate enforcement  problem.  In  a  national  job  market,  executives 
who  want  to  break  their  noncompetes  can  play  off  one  state  against 
another,  and  if  all  else  fails,  they  can  skip  to  California.  It  really  is  a 
nutty  S)  stem.  It  the  executive  is  fast  on  his  feet,  he  will  begin  his  new 
career — possibly  before  telling  his  employer  that  he's  leaving— by 
going  to  a  (  alifornia  court  and  asking  for  a  declaratory  judgment 
that  the  noncompete  is  invalid.  If  he  dithers  even  briefly,  he's  in 
trouble.  Says  Jay  Warren,  who  works  for  Bryan  Cave  in  New  York 
«.  Sty,  specializing  in  noncompetes:  "As  soon  as  the  guy  walks  out  tht 
door,  I  run  to  a  New  York  court  and  ask  for  a  temporary  restrain- 
ing order  preventing  him  from  going  to  work  in  California."     f 


DREAMS  OF  EXPANDING  OVERSEAS. 


DREAMS  OF  SCALING  THE  MATTERHORN. 


v 


*ii:H;iai*AYHi'al;i«iW]i=* 


We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a 
proven  record  of  success.  Friedman  Billings  Ramsey  ranked  as  the  #3  underwriter  of  IPOs  in  2003.* 
In  addition.  FBR  ranks  #1  among  all  major  investment  banks  for  the  1,  3  and  5  year  periods  ending  12/31/03 
for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings.'  So  dream  big.  Whatever 
your  vision  may  be,  we'll  be  with  you  every  step  of  the  way.  For  more  information,  please  visit  fbr.com. 


T7RT? 

Friedman  Billings  Ramsey 

CAPITAL  FOR 
YOUR  CONQUEST 


:  Deaflogic.  'Relates  to  total  $  amount,  w/over-allotment,  of  US  IPOs  priced  between  1/1/03  arid  1  #3 1/03,  with  full  credit  to  all  bookrunners,  excluding  American  Depository  Receipts  and  closed-end  funds,  t  Relates  to  all 
S  equity  transactions  (IPOs  and  secondaries/foltow-ons,  excluding  closed-end  funds)  and  all  industries.  Transactions  and  performance  priced  thru  12/31/03.  Non-weighted  average  aftermarket  performance.  Ranked  among 
lead  managing  underwriters  of  more  than  10  transactions  for  ihe  1  year  period,  and  more  than  30  transactions  for  the  3  and  5  year  periods. 
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New  Ledger  ^m 

Being  the  world's  best  commercial  banker  is  no  longer  enough  for 
Sir  John  Bond.  He  wants  a  place  on  Wall  Street,  too  |  by  deborah  orr 


TWO  YEARS  AGO  HSBC  CHAIR 
man  John  Bond  got  stingy  with 
bonuses  and  let  most  of  the 
bank's  corporate  finance  team 
walk  out  the  door.  Bonuses,  he 
said,  were  paid  out  of  profits,  and  there 
weren't  any  for  corporate  finance.  He 
makes  no  secret  of  his  distaste  for  over- 
paid investment  bankers.  He  likes  to 
remind  investors  that  they  get  the  whole 
HSB  !  of  directors  for  the  price  of 

one  Waii  Street  salary. 

Bond  i  ng  a  different  tune  now. 

Last  sum 1 1  i  in  an  outsider, 

a  rainmal «  an  Stanley.  In 

the  past  i  ore  than  400 

heads  have    ol  orporate, 

investment  divi- 

sion to  make 
paid  appointmt 
firms.    HSB(     i 

bonuses  in  early  ank  is 

starting  a  corpora  iness 

in  New  York  and  plai  the 
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top  ten  M&A  advisers  within  five  years. 

Sir  John's  timing  isn't  bad.  HSBC 
avoided  the  crippling  expense  of  paying 
idle  deaJmakers  throughout  most  of  the 
downturn,  not  to  mention  the  suspicion 
of  Eliot  Spitzer.  Now  that  megamergers 
are  back  in  style,  investment  bankers  can 
start  earning  their  gold  cufflinks  again. 
And  with  all  the  consolidation  among  big 
banks,  companies  have  fewer  names  to 
choose  from  when  shopping  for  an 
adviser. 

HSBC  has  the  financial  muscle  to  pull 
it  off  with  a  market  cap  of  $170  billion, 
second  to  Citibank's  $254  billion  (J. P. 
Morgan  Chase  and  Bank  One  combined 
will  be  third  with  $139  billion).  When  it 
comes  to  building  an  investment  bank, 
Bond  told  investors  in  November:  "We 
the  patience,  and  we  have  the  cash." 

Indeed  HSBC  could  buy  Lehman 

Bi  ithers,  Merrill  lynch  and  Goldman 

if  it  cared  to,  just  as  Citibank 

bought  Smith  Barney,  Salomon  Brothers, 


Schroders  and  Nikko  Securities  over  the 
past  decade. 

But  there's  risk  in  injecting  foreign 
blood  into  HSBC's  veins.  Sensible  Scottish 
thrift  may  not  mix  with  the  big  risks  of 
investment  banking  and  the  big  egos  of 
Wall  Street.  Bond  takes  the  subway  to 
work,  flies  economy  and  turns  out  the 
lights  when  he  leaves  the  room.  Employ- 
ees have  been  warned  not  to  make  exces- 
sive personal  phone  calls. 

And  Bond  himself  has  cautioned  his 
investors  in  the  past  about  deal  business, 
noting  companies  are  "fragile  entities" 
with  a  life  expectancy  far  short  of  HSBC's 
human  customers,  of  which  it  has  100 
million.  HSBC  has  a  stellar  corporate 
client  list  in  Europe  and  Asia,  but  it  sticks 
to  a  traditional  banker's  offering  of  trade 
finance,  cash  management,  corporate 
loans  and  foreign  exchange  with  some 
debt  underwriting.  The  big  fees — and  the 
big  risks — for  equity  and  bond  issues, 
mergers  and  acquisitions  go  to  Goldman, 


Wall  Street  meets  High  Street:  John 
Studzinski.  Stephen  Green,  Stuart  Gulliver. 

Morgan  Stanley  and  Citi. 

Throughout  the  world  and  particularly 
in  the  U.S.,  HSBC  focuses  on  personal  bank- 
ing and  consumer  finance.  With  last  year's 
$14  billion  acquisition  of  Household  Fi- 
nance, America  was  on  its  way  to  becoming 
HSBC's  biggest  market  after  Europe,  gener- 
ating a  quarter  of  profits.  But  HSBC  has  not 
advised  many  U.S.  corporate  clients  or  un- 
derwritten much  American  debt  or  equity. 

In  playing  catch-up  HSBC  would  never 
overpay  for  a  Wall  Street  name,  as  Deutsche 
Bank  did  when  it  bought  Alex.  Brown  & 
Sons  and  Bankers  Trust  or  as  Credit  Suisse 
did  when  it  bought  Donaldson,  Lufkin  & 
Jenrette  at  the  top  of  the  market.  Bond  is 
said  to  have  talked  to  everyone  on  Wall 
Street  about  a  possible  merger  over  the  last 
few  years,  but  either  didn't  like  what  he  saw, 
didn't  like  the  price  or  found  the  business 
wasn't  for  sale.  So  he  decided  to  build  an 
investment  bank  from  scratch.  To  do  this, 
he  put  two  people  in  charge  who  are  as  dif- 
ferent as  HSBC  and  Wall  Street. 

First  Bond  hired  the  former  deputy 
chairman  of  Morgan  Stanley  International, 
John  Studzinski,  47.  Studs,  as  he  is  known, 
built  Morgan  Stanley's  European  M&A  ad- 
visory business  from  nothing  when  he  ar- 
rived in  1984  to  third  position  when  he  left 
last  year.  While  at  Morgan  Stanley  he  was 
chauffeured  around  in  a  limo  big  enough 
to  accommodate  his  three  dogs  and  made 
a  name  for  himself  as  angel  to  London's 
Tate  Gallery  and  charities  for  the  homeless. 
It^would  be  hard  to  land  a  dealmaker  of 


Trailing  Indicator 


HSBC's  U.S.  merger  advisory  business 
barely  registered  in  deals  last  year. 


1.  Goldman  Sachs 


2.  Morgan  Stanlc 


$246  (bil) 


3.  Citigrou 


4.  Lehman  Brothers 


First  Boston 
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of  target  companies. 
Source:  Thomson  Financial. 


such  talents  with,  say,  the  modest  salary 
that  Bond  is  getting  ($3.5  million). 

Since  he  took  up  his  office  at  HSBC's 
new  Canary  Wharf  headquarters  in  Lon- 
don, Studzinski  has  reorganized  client  teams 
along  sector  lines,  bringing  in  colleagues 
from  Morgan  Stanley  with  a  few  new  hires 
from  Goldman  Sachs  and  Citibank. 

Studzinski  shares  his  title  with  Stuart 
Gulliver,  44,  an  Oxford-educated  HSBC 
lifer  who  ran  the  Hong  Kong  trading  floor 
for  eight  years  before  being  named  head  of 
global  markets.  Hongkong  Bank,  an  early 
component  of  HSBC  (whose  name  was 
Hongkong  &  Shanghai  Banking  Corp.), 
issues  most  of  the  territory's  currency  and 
traditionally  acted  as  a  de  facto  central 
bank.  Gulliver  held  the  reins  steady  during 
Asia's  financial  crisis,  while  other  curren- 
cies collapsed  around  him.  He  built  a  loyal 


HSBH 

following  there  and  brought  several  of  his 
lieutenants  with  him  when  he  returned  to 
London  last  summer.  He's  now  hiring  par- 
allel teams  of  currency,  debt  and  equity 
specialists  in  New  York  and  London. 

But  Gulliver  doesn't  have  the  glad- 
handing  nature  of  a  client-relationship 
banker.  Studzinski — an  inveterate  net- 
worker — does.  He  told  investors  and  ana- 
lysts last  fall,  "I  think  if  Rudy  Markham, 
chief  financial  director  of  Unilever,  were 
here  today,  he  would  expect  to  give  much 
more  business  to  HSBC  in  the  future." 

Are  two  heads  better  than  one?  HSBC  is 
practically  invisible  on  the  league  tables  for 
new  equity  issues,  mergers  and  acquisitions 
and  other  common  investment  banking 
benchmarks.  Yet  the  corporate,  investment 
banking  and  markets  division,  pre-Studzin- 
ski,  generated  nearly  a  third  of  HSBC's  prof- 
its in  the  first  half  of  last  year.  About  half 
of  those  earnings  came  from  lending  to 
HSBC's  1,400  corporate  clients,  and  the 
other  half  from  Gulliver's  markets  business. 
Putting  HSBC  on  the  investment  banking 
league  tables  is  costing  money,  and  it  could 
take  years  before  HSBC's  new  breed  of 
bankers  cover  their  costs.  How  long  before 
Studzinski's  new  mergers  team  adds  more 
than  personality  to  HSBC's  investment 
bank?  And  how  long  will  the  value-minded 
bankers  running  HSBC  be  willing  to  wait? 

HSBC  broke  with  tradition  once  before, 
when  it  hired  a  former  Drexel  Burnham 
Lambert  trader,  James  O'Donnell,  to  run 
its  equity  and  corporate  finance  business 
nine  years  ago.  He  lasted  three  years  before 
being  replaced  with  an  insider.  Stephen 
Green,  55,  ran  investment  banking  globally 
until  last  year  when  he  was  named  chief 
executive  of  HSBC  Group,  making  him 
Bond's  number  two  man. 

If  Studzinski's  efforts  meet  a  fate  like 
that  of  O'Donnell's,  then — assuming  no 
deep  corporate  fissures — the  bank  is  still  in 
no  danger.  "Financially,  the  downside  risk 
to  HSBC  is  probably  only  a  few  hundred 
million  dollars,"  says  Michael  Lever,  now  a 
managing  director  at  CSFB  in  London,  who 
worked  for  HSBC  until  July  2002.  "That 
might  sound  like  a  lot,  but  it's  only  2%  to 
3%  of  the  bank's  annual  expenses."  He 
thinks  if  HSBC  capitalizes  on  its  gold-plated 
client  list,  the  potential  upside  could  be  as 
big  as  that  from  the  Household  buy.        F 
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Backseat  Driver  |  By  Jerry  Flint 


Fallacy  of  the  Niche  Car 


THE  JOKE  IN  THE  AUTOMOBILE  INDUSTRY  IS:  "WE  LOSE 
money  on  every  one,  but  we  make  it  up  in  volume." 
The  serious  point  being  made  is  that  if  you  have 
enough  volume,  you  can  earn  back  what  it  costs  to 
design  a  new  car  and  tool  up  for  it.  A  carmaker  spends 
billions  on  a  factory  and  the  machines  inside  that  stamp,  bore, 
grind,  weld  and  paint.  Volume  says  everything  about  whether 
the  new  model  adds  red  or  black  ink  to  the  income  statement. 
Henry  Ford  started  with  next  to  nothing  and  ended  up  with 
the  world's  greatest  industrial  empire.  He  did  this  by  selling 
15  million  Model  Ts  from  1908  to  1927. 

In  Detroit  the  bogey  used  to  be  240,000,  the  annual  output 
of  a  single  plant  with  two  shifts,  running  full.  Now  many  in  the 
industry  say  this  is  changed.  The  days  of  big  volume  are  over, 
done  with.  There's  too  much  variety,  too  many  competitors  for 
big  volume.  So  the  key  is  the  "niche"  vehicle.  What's  a  niche? 


I'm  not  sui  it  is  the  opposite  of  "mass."  It  seems  to  be 

different      !     les  in  smaller  numbers  for  a  subdivided  market. 

Example:  Ford's  Taurus  was  once  the  best  seller  in  America, 
with  two  |"  (nit.  But  the  Taurus  slipped. 

Rather  than-  teTaui  lor  400,000  to  500,000  in 

annual  sales  (  ister  car,  try  Sable)  and  be  the 

best  seller  again,  Ford  will  kill  th<  lead  it  will  build 

two  new  ears,  one  in  Taurus,  i  Ford  is  going 

for  niches  instead  narket. 

Here's  another «  willbuilda  tscarnext 

year,  the  Pontiac  Solsti  getis25,000  irsoi     sa  year  at 

$2(),()(K).  The  car  is  or  assis  (which  GM  calls  "architec- 

ture") named  "Kappa     (  it  will  be  profitable.  I  low  can 

GM  make  monev  on 

Well.GM  figures  it  can 
five  sueh  spec  ial  vehicle  ol 


■  units  on  a  -is? 

i 

lorbes 


tecture,  on  the  same  assembly 
line.  This  is  supposed  to  raise 
the  volume  into  the  profitable 
zone.  Will  it?  I  doubt  it,  but  so 
what?  GM  needs  this  Solstice 
roadster  to  break  its  habit  of 
building  boring  cars.  So  it's  a 
good  idea,  profitable  or  not. 

The  case  for  niche  selling  is 
this:  The  manufacturer  can  short- 
en product  life  cycles  to  the  point 
where  it  can  keep  a  model  going 
for  only  18  to  30  months  and  still  make  money.  If  GM  can  make 
Kappa  work,  the  optimistic  talk  goes,  it  will  have  a  breakthrough 
car-building  process  that  could  stand  the  industry  on  its  ear. 

Let  me  interrupt  this  train  of  thought  with  the  notion  that 
mass  markets  are  not  gone.  Toyota  sold  413,000  Camry  sedans  last 
year.  Honda  sold  398,000  Accords.  They  didn't  need  $3,000  rebates 
to  sell  them,  either.  And  the  underpinnings  of  each  car  served  as 
the  base  for  other  models.  Camry's  is  used  for  the  Avalon  sedan 
and  Lexus  ES  330,  another  120,000  units,  and  the  Sierra  minivan 
evolved  from  the  Camry.  The  Accord  is  also  the  base  of  the  Acura 
TL  and  the  Honda  minivan,  and  a  couple  crossover  SUVs  also 
evolved  out  of  that  base. 

As  for  really  big  markets,  GM  got  better  than  1 .8  million  units 
last  year  out  of  its  GMT  800  truck  chassis.  Yes,  some  were  small 
niche  vehicles:  35,000  Hummers,  36,000  Cadillac  Escalades,  13,000 
Escalade  ESVs  (extra  long)  and  11,000  Escalade  EXTs  with  the 
pickup  box  on  back.  But  those  are  high-price  spinoffs.  There  were 
880,000  big  pickups  on  that  same  architecture  and  another  286,000 
Tahoe/Yukon  sport  utilities,  plus  206,000  Suburban  types. 

Mass  markets  still  exist  if  the  vehicle  is  right.  The  propo- 
nents of  niche  theory  have  just  given  up  trying  to  whip  Toyota 
and  Honda.  They  have  lost  sight  of  the  fact  that  little  produc- 
tion runs  will  not  produce  big  profits. 

Mass-market  vehicles  were  how  GM  created  the  company 
that  dominated  the  auto  world  from  the  Thirties  to  the  Sixties, 
developing  a  few  base  platforms  that  could  be  used  for  multi- 
ple products,  like  the  mass-market  Chevrolet  and  then  smaller 
runs  for  Pontiac  and  Oldsmobile. 

The  market  has  splintered.  The  U.S.  has  become  the  target 
of  opportunity  for  every  automaker  that  can  meet  our  safety 
and  environmental  rules.  The  variety  of  cars  and  trucks  is  enor- 
mous. But  big  profits  still  come  from  big  production  runs  of 
vehicles  for  which  the  customers  are  willing  to  pay  top  dollar, 
not  from  niche  marketing.  Abandoning  the  mass  market  could 
be  another  serious  mistake.  F 


ippa  >  rchi-  I 


Jerry  Flint,  .t  fo  mer  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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THEIR  OUTLOOKS 

ARE  OBJECTIVE, 

UNBIASED  AND 

TRULY  INVALUABLE 

THE  REPORT, 
HOWEVER,  IS  FREE. 


SEE  HOW  TOP  MONEY  MANAGERS  VIEW  THE  COMING  YEAR. 
CALL  FOR  OUR  EXCLUSIVE  REPORT,  OUTLOOK  2004. 


Everyone  has  an  outlook  for  2004.  Share  the  unbiased  views  of  top  money 
managers  in  Smith  Barney  Consulting  Group's  free  report, 
Outlook  2004. 

% 

On  topics  like: 
•  Will  the  U.S.  capital  market  gains  continue? 


Which  global  sectors  and  industries 
are  attractive. 

Where  to  find  opportunities  in  fixed  income. 


CALL  1-800-EARNS-IT,  EXT  3178  FOR  YOUR 
FREE  COPY  OF  OUTLOOK  2004:  LEADING 
MONEY  MANAGERS  SHARE  THEIR  THOUGHTS. 
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Leading  money  managers 
share  thier  thoughts 
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The  boob  tube  [        is  Hot  again,  thanks  to  crisp,  high-definition  sets 
and  broadcasts.  High-priced  hype?  Mark  Cuban  isn't  waiting  to  find 
out.  He's  betting  a        ii^|his  billion-dollar  fortune  that  TV's  future 
will  arrive  sooner  thaMpihink.  By  Leigh  Gallagher 


ark  Cuban  does  n< 

[me  Dallas-hasp 

■ 

basketball.  In.ste, 

lie  bought  fce  Dalla 

living  first'lLss.  he 

overth* 


iires.      Iik\c  a  normal  person.  In  2000,  shortly  after  he  sold  his  Internet 

loves      media  sen  ice  Broadeast.com  to  Yahoo  lor  S3. 7  billion  (netting 

i  _  c 

kets,      SI. 7  billion'M  stock  tor  himself),  Cuban  went  shopping  for  a 

t      new  home  thfeatefc  "I  just  said  [to  the  salesperson!,  'Give  me  the 

latest  and  g«HHftl  of  everything.'"  He  got  a  100-inch  projection 

screen  and;1     B  with  it,  the  new  high-definition  channel  that 

PHOTOGRAPH  BY  SCOGIN  MAYO  FOR  FORBES 


HDTV 


Is  the  Price  Right? 


Hi-def  set  prices  have  plummeted  since  the  first 
flat-panels  were  introduced  in  1999  for  $19,000.  Best 
Buy  was  recently  advertising  an  "HD-Ready"  32-inch 
Philips  tube-style  set  for  $800.  But  to  soak  in  the  full  HD  effect, 
chances  are  you're  going  to  need  a  much  bigger  display.  Now 
you're  looking  at  spending  at  least  $1,000  or  several  times  that 
for  the  wafer-thin  plasma 


and  LCD  models. 

If  your  wallet  is  a  bit  light, 
just  wait.  HD-set  prices  will 
fall  2%  a  month  for  a  while, 
says  Richard  Doherty,  a 
research  director  at  Envi- 
sioneering  Group.  Manufac- 
turers are  pouring  billions 
into  new  LCD  plants.  An 
increased  supply  of  LCD 
screens  will  force  down 
plasma-set  prices,  too.  The 
bad  news  is  that  the  most 
expensive  component  of  the 


$7,(100  Average  street  price 


2Q02       1Q'03      4Q'03 

Source:  Pacific  Media  Associates. 


high-end  sets,  the  glass  screen,  won't  drop  in  price  as  quickly 
as  the  chips  that  power  your  PC.  The  new  Digital  Light  Process- 
ing sets  with  Texas  Instruments'  mirror-flipping  chips  should 
drop  in  price  faster,  since  the  screens  cost  less  to  make. 

If  you've  got  the  money,  definitely  buy  before  midsummer, 
when  the  federal  HDTV  tax  goes  into  effect.  Officially,  it's  not  a 

tax,  just  a  mandate  that  starting 

___ July  I  half  of  all  sets  36  inches 

and  larger  will  have  to 
include  a  digital  tuner 
that  allows  you  to  pull 
down  over-the-air  HD 
signals.  The  tuners  retail 
separately  for  about  $350.  By 
July  2007  they'll  be  required  in 
all  sets  13  inches  and  up.  If  you're 
getting  your  HD  feed  from  a  cable 
or  satellite  box,  this  feature  is 
money  down  the  drain,  and 
you're  probably  going  to  be 
paying  for  it.  —Peter  Kafka 


came  with  DirecTV.  All  it  had  on  was  a 
continuous  loop  of  guys  kayaking  and 
snippets  of  an  old  NBA  all-star  game.  It 
was  incredibly  frustrating,  yet  the  picture 
quality  was  so  amazing,  he  says,  "I  was 
glued  to  the  screen."  He  went  to  an  online 
forum  and  read  dozens  of  posts  from 
like-minded  souls,  all  of  them  bedazzled 
but  wanting  more.  "Why  weren't  other 
companies  getting  into  it?" 

The  average  couch  potato  would  have 
just  shrugged  and  changed  the  channel. 
Cuban  changed  channels  by  bankrolling 
one.  In  the  biggest  bet  of  his  45-year-old 
life,  Cuban  has  invested  a  sum  exceeding 
$100  million  to  start  HDNet,  the  first  all- 
hi-def  network.  Just  three  years  old, 
IIDNet  has  1,200  hours  of  origi  a)  pro- 
gramming shot  in  high  definition 
most  as  much  in  licensed  content 
24  hours  a  day  and  at  any  given  time  has 
eight  crews  shooting  all  over  the  world;  it 
airs  15  hours  of  new,  original  program 
ming  per  week.  A  second  channel,  HDNet 
Mo  shows  feature  films  like  The 
Shawshank  Redemption,  The  I  eal  <  'ancun 
and  Her  Alibi.  Cuban  has  deals  with  six 
Hollywood  studios  for  the  rights  to  con- 


vert their  films  from  35mm  to  hi-def. 

High-definition  TV  is  a  digital  format 
that  offers  picture  quality  up  to  ten  times 
as  sharp  as  standard  TV's  (based  on  the 
screen  pixel  count),  typically  displayed  in 
a  wide-screen  format  and  enveloped  in 
digital  surround  sound.  After  years  of 
empty  hype,  hi-def  is  finally  catching  on. 
Set  prices  are  dropping,  with  some  al- 
ready below  $1,000  (see  box  above).  Con- 
sumers bought  4  million  sets  last  year,  up 
from  2.5  million  in  2002.  The  number  of 
homes  with  HDTV  monitors  will  surpass 
10  million  this  year,  says  Yankee  Group. 

Following  the  track  of  other  electron- 
ics markets  that  started  slow  and  then 
reached  a  fl<  nt,  says  Cuban,  HDTV  is 

poised  to  hit  its  sti  ide  The  broadcast  net- 
works have  been  bea     ing  out  hi-def 
is  early  as  L998,  but  until  re- 
»mes  have  had  an  HI '•-capable 
ind  only  13%  of  TV  homes  gel  their 
.  anyv  iv,  With  us  h<  id 
start,  Cuban's  HDNel  has  been  able  to 
reac     66  million  homes,  or  60%  of  I 
television  households,  and  is  carried  on 
the  Direi  rv  and  Dish  satellite  networks 
and  all  the  big  cable  system,-,  .\cept 


Cablevision,  Cox  Communications  and 
Comcast.  Cuban  gets  an  undisclosed  fee 
per  subscriber  from  the  cablers  for  the 
right  to  carry  HDNet  and  plans  to  make 
money  selling  ads  and  licensing  content. 

Cuban  is  early,  but  scarcely  lacking  for 
competitors.  ESPN,  Discovery,  Showtime, 
HBO  and  Bravo  all  now  have  their  own 
hi-def  channels;  Voom,  a  satellite  service 
launched  in  October  by  Cablevision,  of- 
fers 30  HD  channels.  In  September  the  In 
Demand  pay-per-view  service,  jointly 
owned  by  Comcast,  Cox  and  Time 
Warner,  launched  a  cable  channel  called 
INHD.  "It  was  conceived  as  a  Cuban- 
killer,"  says  one  satellite  executive. 

Cuban  sees  competition  as  a  beauti- 
ful thing.  "A  consumer  will  never  say, 
'Okay,  I  have  enough.  I  don't  want  any 
more,' "  says  Cuban,  who  thinks  he  will 
be  able  to  compete  on  content.  "HBO 
didn't  start  out  with  The  Sopranos.  They 
started  with  Robert  Klein  live,"  he  says. 
HDNet's  fare  isn't  exactly  Emmy-worthy. 
Any  given  day  it  offers  World  Extreme 
Cagefighting,  Bikini  Destinations:  Palm 
Springs  and  Ostrich:  Ultimate  Survivors. 

But  if  the  day  comes  when  everyone 
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ntroducing  the  new  Microsoft"  Office  Systen<. 

»on't  let  having  multiple  offices  in  multiple  time  zones 
it  in  the  way  of  greatness.  Get  together  in  team  sites  and 
hared  work  spaces  that  allow  you  to  easily  collaborate 
'ithin  more  secure,  password-protected  sites.  Now 
ou're  not  just  a  team.  You're  a  finely  tuned  machine. 
iear  up  for  great  moments  at  microsoft.com/gres>.mor  ents 
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watches  in  HD,  and  that's  still  a  pretty  big 
if,  Cuban  has  beachfront  property.  Each 
high-definition  channel  takes  up  the 
bandwidth  of  five  or  six  low-definition 
digital  channels,  so  there's  not  enough 
room  for  each  of  the  hundreds  of  cable 
and  satellite  channels  to  come  out  with 
its  own  high-definition  network.  "You're 
going  to  have  a  golden  age  of  television 
for  some  and  a  disaster  for  others,"  he 
predicts.  The  battle  will  be  over  whether 
satellite  or  cable  space  now  devoted  to  five 
obscure  items  like  Taxidermy  Trails  and 
More  Reflections  with  Father  Leo  Clifford 
will  be  tossed  aside  to  make  room  for  a 
much  crisper  rendition  of  a  cop  drama 
or  a  basketball  game.  It  would  seem  to  be 
inevitable  that  as  sets  get  cheaper  and 
more  ubiquitous,  hi-def  shows  will  win 
more  of  these  battles. 

HDNet  still  badly  needs  to  get  picked 
up  on  Comcast,  Cox  and  Cablevision, 
which  own  40%  of  cable  subscribers.  And 
whether  anyone — except  for  the  makers 
of  televisions  and  set-top  boxes — will 
profit  from  HDTV  is  unclear.  Cuban,  who 
now  has  four  HDTV  sets  in  his  home,  will 
say  only  that  his  return  on  investment  is 
"very  negative"  and  that  he  has  added  to 
his  initial  investment. 

Not  everyone  shares  his  vision  for  an 
all-HD  future.  "This  is  not  a  product  at 
the  moment  that's  being  driven  by  con- 
sumer demand,"  says  Fred  Dressier,  ex- 
ecutive vice  president  of  programming 
for  Time  Warner,  which  agreed  to  carry 
HDNet  and  HDNet  Movies  in  December. 
"We  don't  think  that  everyone  is  going  to 
want  hi-def,  but  we're  going  to  offer  it." 
As  far  as  Cuban  is  concerned,  the  hi- 
def  naysayers  are  as  off  the  mark  as  were 
the  Internet  pooh-poohers  when  he  was 
pitching  Broadcast.com  in  early  1995. 
"They  don't  see  that  things  are  changing," 
he  says. 

Cuban,   now   married   with         I 
month-old  daughter,  is  decidedly 
sedate  than  his  cranked- up  former  self 
But  his  hatred  of  losing  persists.  "I'll 
spend  as  much  as  it  takes,    he  s.ivs.  1  le 

orth  an  estimated  $1.3  billion,  having 
sold  most  of  his  Yahoo  shares  well  before 
the  crash. 

"People  thought  FM  radio  was  a  joke," 
he  savs.  This  is  that  big."  F 
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Wiser  Ways  to 
Buy  That  Big 
New  Screen 


There's  more  to  the  HD  picture  than 
meets  the  eye.  By  Stephen  Manes 


TV  used  to  be  so  easy.  You 
bought  one,  you  took  it 
home,  you  plugged  it  in,  it 
worked.  Now,  as  anybody 
who  has  struggled  with 
modern  remote  controls  can  tell  you,  that 
era  has  gone  the  way  of  Howdy  Doody. 
I'm  a  huge  fan  of  HDTV.  With  its  incred- 
ible picture  clarity,  you  can  read  the 
names  on  the  back  of  players'  uniforms  in 
football  long  shots;  friends  who  see  this 
stuff  get  itchy- wallet  fingers.  But  here  are 
ten  snags  to  consider  when  planning  your 
hi-def  future: 

The  store  is  no  place  to  judge  picture  quality. 
Showroom  models  are  rarely  calibrated 
propei ly  or  displayed  with  content  likely 
to  rev.  their  shortcomings.  Rear- 
projection  irticularly  prone  to  a 
tallolt  in  hi  i,  wh  n  you  watch 
them  from  above  or  i  Ao  /,  but  stores 
install  them  at  eye  level.  I've  even 
howrooms  a  ank  up  the  brightness 
on  expensive  sets  to  make  them  seem 
better, 

Regular  TV  looks  lousy  on  ho  sets.  Second- 
rate  HDTVs  can  make  DVD  and  HD  con- 
tent glow,  hut  with  traditional  prograt  l 
ming,  even  the  best  models  p>  :nt  up 
>  flaw  m^\  add  their  own  glitel   s.  You 


don't  have  to  be  an  expert  to  find  that 
standard  TV  looks  a  whole  lot  better  on 
your  old  set.  So  hang  on  to  it. 
HD  channels  aren't  always  HD.  A  few  chan- 
nels, like  Discovery  HD  Theater  and  the 
HDNet  and  InHD  services,  offer  high- 
definition  programming  almost  exclu- 
sively. But  though  local  stations  and  pre- 
mium channels  like  HBO  may  show 
movies  and  filmed  programs  in  HD, 
sports,  documentaries,  reality  shows  and 
most  commercials  often  appear  in  fuzzy 
upconverted  standard  definition.  Entire 
days  can  go  by  on  ESPN  HD  without  a  true 
HD  show. 

Nobody  mentions  the  cables.  Flat-panel 
screens  look  cool.  Dangling  wires  don't. 
Home-theater  surround  sound  involves 
at  least  six  speakers  and  their  wires.  And 
you'll  also  be  connecting  a  DVD  player,  a 
set-top  box,  perhaps  a  game  console  and 
other  devices.  Hiring  someone  to  hide  all 
the  cables  may  end  up  costing  as  much 
as  the  equipment. 

Wider  isn't  bigger.  Given  identical  diago- 
nal dimensions,  a  screen  with  the  HD  16- 
to-9  width-to-height  ratio  gives  you  10% 
less  picture  area  than  a  standard 
4-to-3  model.  Worse,  standard-ratio  fare 
appears  on  just  three-fourths  of  a  wide 


screen  unless  you  distort  or  crop  the  image. 
If  fitting  a  wide-screen  TV  into  an  existing 
cabinet  is  your  constraint,  you'll  wonder 
where  the  picture  went. 
Digital  doesn't  mean  tf  s  hi-def .  The  vast  ma- 
jority' of  digital  cable  and  satellite  channels 
are  standard  definition,  subjected  to  com- 
pression that  can  render  them  substandard. 
'Enhanced  Definition"  digital  displays,  in- 
cluding some  cheap  plasma  screens,  play 
HD  signals  in  lower  definition  that  can 
make  you  feel  as  if  you're  watching  through 
a  screen  door. 

Somebody  needs  to  adjust  the  stuff.  As  deliv- 
ered, many  sets  are  set  far  too  bright  and 
contrasty.  A  DVD  like  Avia  Guide  to  Home 
Theater  can  help  you  make  the  major  ad- 
justments. With  rear-projection  sets,  par- 
ticularly tube-based  models,  expert  tech- 
nicians can  perform  subtle  tweaks 
inaccessible  to  normal  folks. 
Getting  your  HO  programming  can  be  tricky. 
Terrestrial  broadcasts  from  local  stations' 
HD  signals  cost  nothing  once  you  have  an 
HD  receiver,  but  to  get  them  you'll  probably 
have  to  use  retro-style  rabbit  ears  or  a 
rooftop  antenna;  antennaweb.org  offers 
help.  Local  HD  schedules  rarely  appear  in 
local  papers;  try  hdtvgalaxy.com  or 
titantv.com. 


Cable  systems  often  deliver  local  sta- 
tions' and  sometimes  local  sports  channels' 
HD  feeds  free  if  you  sign  up  for  digital  ser- 
vice. Subscribe  to  premium  channels  like 
HBO  or  Showtime  and  you  get  HD  versions 
tossed  in.  All-HD  channels  often  cost  extra, 
but  usually  there's  neither  an  upfront  fee 
for  equipment  nor  a  service  contract. 

Satellife  systems  like  Dish  Network  and 
DirecTV  generally  omit  local  channels, 
though  they  can  give  you  CBS  in  hi-def  if 
you  live  where  the  network  owns  its  local 
affiliate.  That's  why  HD  satellite  boxes  gen- 
erally can  receive  terrestrial  signals,  too.  But 
typically  you  have  to  buy  equipment  and 
sign  a  service  contract — and  supply  your 
own  antenna  for  local  channels.  Voom,  a 
new  satellite  service  aimed  at  HD  users, 
throws  in  an  antenna  for  local  reception  and 
boasts  21  exclusive  HD  channels,  ten  of 
which  appear  to  show  the  same  ten  movies 
all  day  long.  Discounts  for  satellite  equip- 
ment and  installation  are  widely  available;  in 
general,  only  suckers  pay  full  price. 
Your  dvd  collection  may  become  old  hat.  You'll 
still  be  able  to  play  existing  DVDs,  but  they 
may  look  less  thrilling  once  the  smoke 
clears  on  two  incompatible  standards  for 
high-definition  DVDs  jockeying  to  ship 
consumer-level  models  next  year.  Toshiba 


and  NEC  back  a  format  called  HD  DVD;  the 
supporters  of  Blu-ray  (also  known  as  BD) 
include  just  about  every  other  consumer 
electronics  giant,  plus  Hewlett-Packard  and 
Dell.  Pricey  Blu-ray  recorders  are  already 
available  in  Japan.  Pray  that  this,  like  a  sim- 
ilar brouhaha  in  the  prenatal  era  of  DVD, 
gets  resolved  into  one  standard. 

One,  that  is,  except  for  China,  where 
consumers  can  already  buy  hi-def  disc 
players  in  a  homegrown  format  called  EVD. 
And  back  in  the  U.S.,  several  DVDs  have 
been  recorded  in  Microsoft's  Windows 
Media  High  Definition  Video  format, 
though  you'll  need  a  powerful  PC  to  play 
them.  Downloadable  clips  are  available  at 
wmvhd.com. 

You  might  end  up  with  something  cheap.  Sure, 
a  $25,000  projector  that  throws  giant  pic- 
tures onto  a  120-inch  screen  and  mates 
with  a  similarly  priced  audio  system  will 
dazzle  your  friends  more  than  a  32-inch 
tube  model.  But  HDTV  picture  quality  is 
generally  such  a  step  up  from  what  you're 
used  to  that  you're  likely  to  be  impressed 
even  by  relatively  cheap  rear-projection 
models.  Despite  what  salespeople  may  say, 
every  TV  technology  has  demonstrable  ad- 
vantages and  limitations — and  its  own 
place  on  the  affordability  scale.  F 
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Hi-Def  s  Missing  Link 

With  an  HD  PVR  there's  always  something  on.  By  Stephen  Manes 


The  vast  majority  of  TV  pro- 
gramming is  still  standard- 
definition.  Prerecorded  HD 
material  won't  be  widely 
available  soon.  That  means  a 
personal  video  recorder  is  de  rigueur  if 
you  want  to  watch  HD  on  your  own 
schedule.  Getting  HDTV  without  one  is 
like  buying  a  great  sound  system  whose 
only  program  source  is  an  FM  receiver. 

When  I  tested  Dish  Network's  new 
Dish  Player  DVR  921  personal  video 
recorder,  it  effortlessly  recorded  Janet 
Jackson's  gleaming  breastworks  in  high- 
definition  glory,  ready  for  replay 
slow-motion,  reverse-mo- 
tion, still-frame.  But  with 
nine  minutes  and  four  sec- 
onds of  the  game  to  go,  the 
damned  thing  crashed, 
sending  me  frantically  to 
my  standard-definition  set 
to  keep  up  until  the 
recorder  finished  reboot- 
ing several  minutes 
later.  That's  the 
bipolar  nature  of 
the  921:  It  offers  a 
glimpse  of  the  promised 
land,  then  summarily 
yanks  it  from  view. 

The    921     demon- 
strates conclusively  that 
a  hard-drive  recorder  is 
high  definition's  missing 
link.  Its  250-gigabyte  hard 
disk  can  accumulate  25  hours  of 
high-definition  programming  [180  of 
standard  def)  for  your  viewing  pie 
It  can  record  two  hi-def  progra 
once  while  you  view  another  th.i 
ready  on  the  hard  di  >  an  an- 

tenna and  you  can  rid  record 

local  and  network  lin  pn       ms 
air.  Though  the  box  is  big  and  rathei 
noisy,  you  can  stuff  it  in  a  ca 
still  control  it  via  its  radio-based  remote, 
which  also  includes  standard  infrared  to 


control  other  devices. 

But  that  midgame  crash  reveals  the 
921  as  a  first-generation  product  not  quite 
ready  for  public  consumption.  When  I 
first  received  the  test  unit,  it  crashed 
roughly  once  every  two  hours,  and  using 
over-the-air  channels  was  an  exercise  in 
futility.  A  software  update  improved  sta- 
bility, but  not  enough  to  avoid  that  game- 
day  gaffe. 

This  thing  screams  "version  1"  in 
other  ways.  The  text  it  generates  for 
things  like  the  program  guide  is  stan- 
dard-def,  and 


So  don't  rush  to  fork  over  $1,000  for 
the  921,  though  the  deal  gets  more  inter- 
esting if  you  let  Dish  sell  you  one  of  two 
smallish,  mediocre  HDTVs  for  $600 
more — about  half  what  you  would  pay  at 
retail.  Soon  DirecTV,  whose  program- 
ming lineup  strongly  resembles  Dish's, 
will  offer  a  $1,000  unit  with  similar  ca- 
pacity and  a  TiVo  interface.  Voom,  a  new 
satellite  service  aimed  direcdy  at  high-def 
customers,  has  promised  a  recorder  of  its 
own  at  a  competitive  price  by  summer. 
LG's  new  $1,000  unit  can  record  1272 
hours  of  terrestrial  and 


the  guide  pro- 
vides no  listings  for  over-the- 

u  nels.  Compared  with  TiVo's,  the 

ace  is  hopelessly  complex,  un- 

unforthcoming  and  thin.  The 

one  advantage  is  that  it  lets  you 

programming  in  an  inset  while 

fiddling  with  most  functions;  alas, 

is  i  tends  to  bleed  annoyingly  into 

•rm  ition  below  it. 


sidized  PVRs  look 
like  the  best  deal  of  all.  Providers  are  be- 
ginning to  roll  out  models  from  Scien- 
tific-Atlanta, Motorola  and  Pioneer  with 
hard  drives  one-third  to  one-half  the  ca- 
pacity of  the  Dish  and  DirecTV  models. 
But  they're  expected  to  rent  for  no  more 
than  $10  a  month,  and  since  there's  no 
contract,  you  can  call  up  and  request  a 
new  one  when  bigger  models  come 
along.  F 
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Will  he  repeat 
in  2004? 


See  Tiger  defend  his  title  at  the  Accenti 
Match  Play  Championship,  Feb,  25-29 


a\oi>  <:,,, 


Watch  the  world's  64  top  ranking  golfers 
go  head  to  head  in  a  pressure-laden, 
single-elimination  match  play  format, 
the  first  leg  of  the  prestigious  World 
Golf  Championships.  Check  local  listings 
for  time  and  details. 
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Medicine  Gets  Cheaper 


THE  COST  OF  HEALTH  CARE  IN  THE  U.S.  HAS  BEEN 
declining  steadily  for  the  last  50  years.  It  will  decline 
faster  still  in  the  next  50.  All  of  the  doleful  commen- 
tary about  mushrooming  costs  and  budget-busting 
programs  ignores  the  principal  economic  costs  of  ill- 
ness, which  are  falling  fast,  and  the  science  of  pharmacology, 
which  is  transforming  the  economics  of  health  care. 

By  far  the  largest  economic  cost  of  illness  is  lowered  labor 
productivity.  Sick  people  can't  work,  and  when  adults  die  in 
their  prime,  they  take  all  their  intelligence,  skills  and  initiative 
with  them.  Until  recently,  the  cost  of  illness  among  children  and 
the  elderly  was  also  shouldered 
mainly  by  the  healthy  adults 
who  devoted  countless  hours  to 
their  care.  Such  costs  aren't 
reflected  in  revenues  to  doctors 
or  hospitals,  still  less  in  federal 
insurance  programs.  They  are 
felt  in  lost  corporate  profits, 
lower  wages  and,  for  many 
women,  tireless  but  entirely  off- 
budget  toil  in  the  home. 

Several  developments  radi- 
cally changed  this  economic 
calculus  in  the  second  half  of 
the  20th  century.  Vaccines  all 
but  eradicated  many  of  the 
most  common  childhood  dis- 
eases and  substantially  curbed 
infectious  disease  among  adults 
as  well.  However  much  it  cost 
to  develop  the  whooping  cough 
vaccine  or  to  distribute  it  free 
lilies  who  couldn't  afford 
it,  the  cost  must  surely  have  been  dwarfed  by  the  economic 
gains  that  came  from  treeing  up  mothers  to  engage  in  other 
pursuits.  Antibiotics  had  a  comparable  impact.  Tuberculosis 
Was  >>  fanl  ise  a  century  ago — think  of 

the  balconies  )avos  or  Saranac  Lake. 

Polio  meant  i  I  iron  lungs.  Those  costs  have  all  but 

disappeared. 

But  while  1 1:     osts  of  incapacity,  In  and  the  sanitar- 

ium declined,  spending  on  hospitals  and -physicians  rose 
sharply.  1  amili  outsourcing  their  health  care,  partial- 
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tinued  to  drop  fast,  but  now  the 
costs  were  incurred  not  in  time 
but  in  dollars — often  govern- 
ment dollars — and  that  of 
course  changed  the  debate. 

Most  of  those  dollars,  how- 
ever, are  still  spent  buying 
time — the  very  expensive  time 
of  doctors,  nurses,  geriatric 
attendants  and  countless  others 
who  have  replaced  mom  in  the 
business  of  soothing  the 
fevered  brow  and  changing  the  bedclothes.  Hospital  care  cur- 
rently consumes  31%  of  our  on-budget  health  spending; 
physician  and  clinical  services  another  22%.  Most  of  these  dol- 
lars go  for  manual  labor — "manual"  in  the  sense  of  hands-on, 
the  cost  of  paying  one  person  to  look  after  another,  working 
from  the  outside  in. 

Prescription  drugs,  which  currently  account  for  only  11% 
of  our  on-budget  health  spending,  work  from  the  inside  out. 
And  as  vaccines  and  antibiotics  have  already  demonstrated,  they 
can  change  the  economics  of  health  care  fundamentally.  They 
are  extremely  expensive  to  develop,  but  once  developed,  they 
usually  cost  comparatively  little  to  manufacture.  Early  on  in  a 
pharmacological  assault  on  a  grave  disease,  drugs  invariably 
raise  costs,  because  at  first  they  only  stretch  out  the  disease,  they 
don't  beat  it,  and  so  we  end  up  paying  more  for  the  drug  and 
more  for  the  physician,  too.  But  in  the  end  drugs  get  good 
enough  to  beat  the  disease  outright  and  thus  displace  doctor 
and  the  hospital  altogether. 

With  the  extraordinary  advances  that  bioengineering  now 
makes  possible,  we  are  at  the  threshold  of  an  entirely  new  era  in 
pharmacology.  There  can  be  no  serious  doubt  that  in  due 
course  we  will  find  drugs  to  halt  colon,  breast  and  lung  cancers 
in  their  tracks,  drugs  that  curb  obesity  and  thus  heart  disease, 
and  that  will  not  merely  suppress  the  HIV  virus  but  cure  AIDS 
completely.  A  new  pharmacology  of  the  brain  will  cure  depres- 
sion and  halt  the  onset  of  Alzheimer's.  With  the  advances  in 
molecular  science  that  have  occurred  over  the  past  few  decades, 
all  of  these  once  inscrutable  scourges  are  now — essentially — 
problems  in  diligent  engineering. 

Yes,  very  difficult  and  expensive  problems,  as  engineer- 
ing problems  go.  But  when  well-engineered  molecular  ma- 
chines displace  manual  labor,  costs  don't  rise,  they  fall.  We 
will  indeed  spend  more  on  drugs  in  the  coming  years  than 
anyone  has  allowed  for  in  existing  budgets.  They  will  be  cheap 
at  lb.  F 
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■.'for  Hubor.  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environmen 
i  the  Environmentalists  and  the  Digital  Power  Report.  Visit  his  home  page  at  www.forbes.com/huber. 
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What  makes  the 
newT.  Rowe  Price 
SmartChoice  Rollover 
smarter? 


With  the  newT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments —  with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have 
to  go  through  the  complex  task  of  choosing  individual  funds.  We'll  provide  a  well-diversified 
portfolio  for  you  with  one  of  our  Retirement  Funds.  And  we'll  adjust  the  fund  over  time  to 
reflect  your  need  for  reduced  investment  risk  — gradually  making  the  investment  more 
conservative  as  your  retirement  date  approaches. 

Proven  performance  —  with  over  65  years  of  proven  performance,  you'll  feel  confident 
knowing  thatT.  Rowe  Price  is  a  smart  choice  for  your  rollover. 

Low  expenses  — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the 
Retirement  Funds  40%  below  their  category  averages,*  al  Rowe  Price  Rollover  IRA  is  the 
smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can 
even  open  your  account  right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


TROWEPRICE.COM/ROLLOVER 


1-800-541-4785 


TRoweRrice 


INVEST    WITH    CONFIDENCE 

For  more  information  including  risks,  fees,  and  expenses,  request  3  fund  profile  or  prospectus,-  read  it  carefully  before  investing.  As  of  1 2/31/03  the  Retirement 
Funds'  total  expense  ratios  versus  their  individual  investor  Upper  category  averages  are  0.72%,  0.81%,  0.85%,  and  0.85%  for  the  Retirement  2010, 2020, 2030,  and  2040 
Funds,  respectively,  versus  1.53%  for  the  flexible  portfolio  funds  category,-  and  0.60%  for  fhe  Retirement  Income  Fund  versus  1,20%  loi  the  income  lunds  category. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAR068598 
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Bear  Market 

Build-A-Bear  Workshop's  Maxine  Clark  knows  how  to  woo  pint-size 
customers— and  stay  a  step  ahead  of  rivals.  |  by  allison  fass 


SASHA  BUDAKIAN,  8,  STANDS  AMONG  14  FRIENDS,  ALL 
beaming  as  they  sing  "Happy  Birthday"  in  a  Build-A- 
Bear  Workshop  in  Paramus,  N.J.  Budakian's  father  snaps 
pictures  before  shelling  out  $250  for  the  two-hour  party 
and  a  stuffed  animal  for  each  kid. 
The  151-store  chain  hosted  100,000  such  festive  gatherings  in 
2003,  helping  make  Build-A-Bear  Workshop  perhaps  the  fastest- 
growing  kiddie-focused  retailer  in  the  country.  Founded  by  Max- 
ine Clark  seven  years  ago,  Build-A-Bear  capitalizes  on  the  kiddie- 
craft  fad  that  has  little  customers  making  pottery  and  play  jewelry. 
The  bear  chain  boasts  an  average  of  $600  per  square  foot  in  annual 
revenue,  double  the  U.S.  mall  average.  The  sales  tickets  mount  up 
quickly,  what  with  outfits  for  the  stuffed  beasts  ($8  to  $15)  and 


Build-A-Buck:  A  stand-alone  bear  starts 
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accessories  like  toy  cell  phones  ($5).  "When  customers  have  fun, 
they  spend  more  money,"  says  Clark. 

They  also  share  valuable  information.  Build-A-Bear  has  created 
a  database  with  info  on  8  million  juveniles  and  their  households, 
thanks  to  a  "lost  and  found"  service  it  offers  for  its  animals'  own- 
ers— one  of  the  few  freebies  at  the  chain.  That  database  allows  the 
St.  Louis-based  company  to  blitz  customers  by  e-mail  and  Postal 
Service  mail  with  gift  certificates,  promotions  and  reminders  that 
Build-A-Bear  hosts  parties,  where  it  gets  10%  of  sales. 

The  privately  held  chain  pulled  in  perhaps  $50  million  in  op- 
erating profit  on  $200  million  in  sales  in  2003,  according  to  one  re- 
tail analyst  we  talked  to.  Before  the  fad  plays  out,  Clark,  54,  is  milk- 
ing it  for  all  it's  worth:  She  just  opened  a  Build-A-Bear  franchise  in 
Sheffield,  England  and  signed  a  licensing  agreement 
that  allows  Hasbro  to  offer  a  home  bear-stuffing  kit. 
Clark  plans  Build-A-Bear-branded  bedding,  books 
and  furniture  for  kids.  Coming  soon:  Friends  2B 
Made,  a  store  concept  that  will  let  kids  assemble  soft 
dolls.  Says  she:  "We  are  compelled  to  keep  inventing." 
Clark  keeps  competitors  at  bay  by  securing  more 
patents,  trademarks  and  copyrights  (380)  than  she 
has  SKUs  (300).  When  she  feels  threatened,  the  fur 
flies.  Clark  has  filed  14  lawsuits  against  other 
toymakers,  with  names  like  Pawsenclaws  &  Co. 
"We're  not  saying  people  can't  be  in  the  make-your- 
own-stuffed-animals  business,"  Clark  says.  "They  just 
can't  steal  our  products  and  sell  them." 

Look  who's  talking.  Eric  Woods,  co-owner  of 
Basic  Brown  Bear  Factory  in  San  Francisco,  believes 
Clark  got  the  idea  for  Build-A-Bear  from  a  store  he 
opened  in  Minnesota's  Mall  of  America  in  1995.  II 
was  near  a  Payless  ShoeSource  store.  Clark,  who  was 
president  of  Payless  at  the  time,  insists  she  got  th< 
idea  from  a  friend's  daughter  and  then  learned  aboui 
Basic  Brown  Bear.  Woods  sued  Clark  for  trade  se- 
cret misappropriation  and  copyright  infringemen 
related  to  Build-A-Bear  products  after  she  tried  t< 
buy  his  company;  the  settlement  in  July  2001  in 
eluded  a  one-time  payment  to  Woods  and  a  confi 
dentialiry  agreement  that  makes  it  impossible  to  tel 
bill  to  $50.     whether  there  was  any  validity  to  his  allegations,  I 


Dawn. 
Rocky  Mountains.  Colorado. 


Iaffles  Hotels  &  Resorts  and  Forbes  Trinchera  Ranch 

present  two  awe-inspiring  views, 

and  two  impeccable  places  to  enjoy  them, 


There  are  times  you  wish  to  leave  the  hustle  and  bustle 
far,  tar  behind.  Yet  every  now  and  then,  the  desire  to 
have  the  world  at  your  feet  simply  overwhelms.  Which  is 
why  Raffles  L'Ermitage  Beverly  Hills  and  Forbes  Trinchera 
Ranch  offer  unique  experiences  that  are  no  less  than  legendary, 
for  whichever  mood  takes  you. 


Lose  yourself  to  the  high  of  mountains,  valleys,  lakes  and 
streams  on  the  Forbes  Trinchera  Ranch.  Only  to  delight  in 
the  joys  of  horse  riding,  trout  fishing,  mountain  biking  or  just 
relaxing.  Or  find  yourself  indulging  in  gourmet  dining,  designer 
shopping  or  star-spotting  at  Raffles  L'Ermitage  Beverly  Hills. 

Back  to  nature.  Or  city  slicker?  Whatever  you  wish;  whenever. 


Raffles  L'Ermitage 


FORBES  TRINCHERA 


BEVERLY  HILLS 

Raffles  L'Ermitage  Beverly  Hills 

9291  Burton  Way,  Beverly  Hills 
California  90210,  USA 
Tel: +1  310  278  3344 
www.raffles-lermitagehotel.com 
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RANCH 


Forbes  Trinchera  Ranch 
P.O  Box  149  Fort  Garland 
Colorado  81133,  USA 
Tel:+1  719  379  3264 

www.forbes.com/trinchera 
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Raffles 

Hotels  &  Resorts 
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Information  and  reservations  at  www.raffles.com 

Raffles  Hotel,  Singapore  •  Raffles  The  Plaza,  Singapore  •  Raffles  Hotel  Le  Royal,  Phnom  Penh  •  Raffles  L'Ermitage,  Beverly  Hills 

Raffles  Grand  Hotel  d'Angkor,  Siem  Reap  •  Le  Montreux  Palace,  Montreux  •  Raffles  Hotel  Vier  Jahreszeiten,  Hamburg 

Raffles  Resort  Bali  at  Jimbaran*  •  Raffles  Resort  Bintan*  •  Raffles  Resort  Canouan  Island,  The  Grenadines  t 

Raffles  Resort  Mallorca  at  Colinas  d'Es  Trenc*  •  Raffles  Resort  Phuket* 

f  Opening  15  ]uly  2004  *  Under  development 


Entrepreneurs 


How  Sweet  It  Is 

After  decades  of  courting  Texans,  Blue  Bell  Creameries  is  creating 
a  frenzy  for  its  ice  cream  throughout  the  South  |  by  lynn  cook 


HOWARD  KRUSE  HAS  HIS  ROUTINE.  AT  73  THE 
chief  of  the  $400  million  (2003  sales)  Blue  Bell 
Creameries  heads  home  during  the  lunch  hour, 
eats  a  hot  meal  cooked  by  his  wife  and  takes  a 
catnap.  The  stop  is  8  miles  from  his  office  in 
Brenham,  Tex.  (pop.  13,500).  Kruse  (pronounced  "crew- 
zee")  can  afford  to  rebuff  offers  of  three-martini  lunches 
from  bankers  who  have  been  trying  for  years  to  shop  his 
company  to  a  larger  acquirer  or,  at  the  very  least,  to  take  it 
public.  In  over  80  years  the  family-run  company  has  never 
lost  money,  staying  profitable  even  during  the  Depression. 
After  building  unflinching  loyalty  among  Texans,  one 
scoop  at  a  time,  Blue  Bell  is  in  fat  city.  It's  the  third-largest 
branded  ice-cream  maker  in  the  U.S.,  behind  Dreyer's  (2002 
sales:  $1.3  billion)  and  Unilever's  Breyers  ($660  million). 
Though  sold  in  only  14  southern  states,  the  brand  still 
has  higher  revenues  than  nationally  available 
Haagen-Dazs  (owned  by  General  Mills)  and  funky  Ben  & 
lorry's  ( Unilever).  So  confident  is  it  of  customer  demand 
that  it  lias  never  paid  slotting  fees  to  the  grocery  and  con- 
venience stores  that  account  for  70%  of  its  business  (the 
remainder  is  in  restaurants  and  schools).  Kruse  says  that 
some  stores  take  a  long  time  to  come  around.  But  he  can  af- 
ford to  wait:  His  gross  margin  is  well  in  the  double  digits, 
compared  v\  ith  1 1  %  or  so  for  other  premium  brands. 

What  t  about  thi^  stuff?  It's  pretty  rich,  weigh- 

ing 52  ounces  ;••  I  hall  gallon  i  compared  to  40  ounces  for 
Breyers),  and  I  ontent  of  13%  Must  below  Haa- 
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doesn't  own  any).  Presid  »rder  de- 
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Named  aftei  .         is  wildilower  thai  blooms  in  the 
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90      1    0   R    H    i    s  •     | 


by  a  group  of  dairy  farmers  who  made  butter;  by  191 1  it 
was  cranking  out  2  gallons  of  ice  cream  a  day  from  a 
wooden  tub.  Eight  years  later  Kruse's  father,  E.E  Kruse, 
then  a  23-year-old  schoolteacher,  started  managing  the 
business,  running  it  until  his  death  in  1951.  At  around  that 
time,  his  two  sons,  who  had  once  worked  for  10  cents  an 
hour  making  ice-cream  sandwiches  by  hand,  took  over. 
(Howard  became  chief  executive  in  1993;  his  older  brother, 
Ed  E  Kruse,  took  over  as  president  in  1968.) 

All  that  was  fine  in  a  town  like  Brenham.  But  when  Blue 
Bell  ventured  into  Houston  in  1960,  it  took  on  giant  dairies 
that  supplied  the  milk  for  brands  like  Carnation  and  Swift. 
So  the  Kruses  sent  reps  to  one  grocery  store  after  another, 
offering  taste  tests  but  no  discounts.  As  word  got  around, 
stores  began  calling  Blue  Bell:  The  ones  that  didn't  carry 
the  brand  were  losing  business  to  those  that  did.  "We  sim- 
ply had  no  concept  whatsoever  of  how  far  Blue  Bell  could 
go,"  says  Howard.  Austin  was  added  to  the  route  in  1965; 
freezers  in  Dallas  got  their  first  supply  in  1978. 

Today  Blue  Bell  commands  60%  of  ice-cream  dollars 
spent  in  Texas  and  Louisiana;  in  Alabama,  where  it  opened 
a  production  plant  in  1997,  it  has  45%.  Outside  the  com- 
pany's southern  territory,  people  who  need  a  Blue  Bell  fix 
fork  over  $85  to  have  four  half-gallons  packed  in  dry  ice 
and  FedExed  to  them.  Kruse's  desk  is  often  littered  with 
letters  from  impatient  customers  begging  for  coffee  ice 
cream  in  July  or  asking  when  peppermint  will  be  available 
year-round;  Blue  Bell  has  simply  too  many  flavors  to  display 
in  too  few  freezers,  so  it  must  rotate  many  in  six-month 
shifts.  It  could  easily  sell  farther  afield,  but  insists  on  going 
at  its  own  pace.  "There's  a  saying  around  here,"  says  Melvin 
Ziegenbein,  Blue  Bell's  vice  president  of  sales  and  market- 
ing. "It's  a  cinch  by  the  inch." 

tl  i  J,-  .     "We  simply  had  no 

those  inches  are  adding  up  to 

i      ta      ni      d  n  ■    e       a  ■      concept  whatsoever 
miles.  Today  Blue  Bell  is  found  in    of  how  far  B,ue  Be„ 

some  Wal- Marts,  and  across  the    could  go":  Chief 
South,  Publix,  Winn-Dixie,  Albert-    Howard  Kruse. 


Of  course  we  have  resort  homes, 

but  we  also  have    - 
W  ..  , 

OUR  OWN  PRIVATE  ISLAND. 


Why  settle  simply  for  luxury  vacation  homes, 
when  the  world  can  bejour playground? 

Our  collection  of  destination  clubs  by  Abercrombie  &  Kent, 

Distinctive  Retreats  and  Private  Retreats,  offer  unlimited  access  to 

an  unparalleled  collection  of  multi-million  dollar  residences  in 

fabulous  resorts  worldwide.  Members  also  enjoy  A&K  safaris 

and  tours,  luxurious  accommodations  in  our  City  Clubs  and 

personalized  travel  services  that  include  the  Club's  private 

® 
executive  jet  fleet  powered  by  Bombardier  Flexjet  . 

I-800-23O-931O     •     www.DistinctiveRetreats.com 
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ABERCROMBIE  &  KENT 
Destination  C.i/i/os 


Resort  Residences  ■  City  Clubs 
id  Travel  Services  ■  Abercrombie  & 

FLEXJET 


Entrepreneurs 


Thirty  percent  of  children  with  cancer  today 
won't  live  long  enough  to  graduate  from 
college,.  Our  kids  deserve  better.  Help 
pport  research  that  can  help  them  live 
;tonger,  healthier  lives.  Call  1. 800:458. 6111 
visit  www.ConquerKidsCancer.org. 
help  today,  we  can  give  them 


WAS  THE  DEAD 
CHILDHOOD  DIS_ 
YOU'D  BE  IN  A  HURRY 
TO  CROW  UP  TOO. 
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By  the  Numbers 

Cold  Com 


Diets  aside,  the  U.S.  is  still  eating 
1.5  billion  gallons  of  ice  cream  a  year. 


Average  annual  per 
capita  consumption  of  ice  cream. 

of  all  ice  cream  sold  is 
vanilla,  still  the  most  popular  flavor. 

U.S.  sales  of 
ice  cream  and  frozen  dairy  desserts. 

of  ice  cream  sold  is  low  fat 
or  no  fat. 

Sources:  International  Dairy  Foods  Association; 
U.S.  Department  of  Agriculture. 

sons,  Walgreens  and  Eckerd  stores  are  clam- 
oring for  the  ice  cream,  too.  Howard  still 
maintains  tight  control,  keeping  his  own 
distribution  in  place,  buying  refrigerated 
trucks  and  letting  no  one  but  his  drivers 
stock  retail  freezers.  Some  deals  are  still 
done  on  a  handshake;  Blue  Bell  doesn't 
even  have  a  written  agreement  with  the 
folks  in  Bentonville,  Ark. 

In  1991  the  company  toyed  with  ex- 
porting ice  cream  to  Mexico.  But  at  an 
average  of  $3  a  half-gallon  and  $1.15  per 
scoop  at  parlors  (more  than  two  hours' 
wages  in  Mexico  City  then),  Blue  Bell  was 
pricey.  So  Kruse  focused  on  the  Hispanic 
market  closer  to  home  in  Texas  and  Florida. 
Last  year  Blue  Bell  rolled  out  special  flavors 
with  Spanish  labeling,  including  Tres  Leches 
con  Frescos  (three-milks  cake  with  straw- 
berries) and  Naranja  y  Pit'm  (a  blend  of  or- 
ange puree  and  crushed  pineapple). 

One  small  cloud  over  this  pastoral  hori- 
zon: the  question  of  succession.  Blue  Bell 
is  40%  employee-owned  but  is  still  largely 
controlled  by  the  Kruse  family.  Paul  Kruse, 
49,  chief  legal  counsel  and  Ed's  son,  is  a 
contender.  So,  too,  is  Blue  Bell  executive 
Melvin  Ziegenbein,  60,  who  has  been  with 
the  company  35  years  and  opened  its  first 
distribution  branch  across  state  lines  in 
Oklahoma.  Howard  isn't  tipping  his  hand, 
except  to  say  that  he's  not  planning  to  retire 
anytime  soon.  "I  love  this  job,"  he  says. 
"They'll  have  to  carry  me  out."  F 
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MASTERPIECE  or  FAKE? 

BARGAIN  or  RIPOFF?  I  S  lii 


the  Forbes 


Collector 


TEACH   YOU   THE   DIFFERENCE 


You've  tasted  success.  Now  you  want  to  find  objects  of  beauty  and  meaning  to  enhance  your  life.  Maybe  you're 
interested  in  American  landscape  painting  ...or  classic  automobiles  ...or  modern  photographs  ...or  game-used 
jerseys  of  baseball's  greatest  legends.  In  the  clubby,  unregulated  world  of  galleries  and  auction  houses,  it  can  be 
hard  to  know  who  to  trust . . .  harder  still  to  understand  quality  and  value  . . .  and  virtually  impossible  for  an  un- 
trained eye  to  spot  clever  restorations  and  fakes.  Who  better  to  help  you  navigate  this  world  than  our  newest 
publication,  THE  FORBES  COLLECTOR. 


tvt  Forbes 

an't  think  of  a  better  way  to  introduce  you  to  THE  FORBES  COLLECTOR 

an  by  telling  you  a  story  about  my  father.  Malcolm. 

a  young  boy  he  was  fascinated  by  the  dramatic  history  of  Russia's 
imanov  Dynasty,  and  the  intriguing  relationship  between  Czar  Nicolas  II 
d  a  jeweler  named  Peter  Carl  Faberge.  Some  years  later,  shopping  for  a 
t  for  my  mother,  he  was  captivated  by  the  fantasy,  artistry  and  history  of 
:iny,  exquisite  Faberge  egg. 

it  his  first  major  Faberge  acquisition  did  not  take  place 
til  1965,  when  the  famous  Duchess  of  Marlborough 
g  came  up  for  auction.  Overcome  at  the  prospect  of 
quiring  this  spectacular  piece,  Malcolm  ended  up  pay- 
3  nearly  three  and  a  half  times  its  estimated  price — 
me  $57,000 

Ik  about  "buyer's  remorse!" 

ter  berating  himself  for  months  at  having  "overpaid,"  my  father  met 
sxander  Schaffer,  then  the  leading  authority  on  Faberge  in  the  U.S.,  who 
nfessed  that  it  was  he  who  was  the  next  highest  bidder,  ajnd  assured 
alcolm  that  he  had,  in  fact,  made  a  great  buy  of  an  extraordinary  work  of 
Today,  the  exquisite  Imperial  Easter  eggs,  of  which  only  45  are  known  to 
ist,  sell  for  millions. 

e've  been  fortunate  that  the  pieces  my  father  collected  have  ap- 
eciated  substantially;  Sotheby's  has  valued  the  eggs  alone  at  be- 
'eep  $70  million  and  $100  million.  Some  financial  advisers  suggest 
ocating  10-15%  of  your  portfolio  to  investments  in  art  and  fine  collectibles 


an  alternative  place  to  preserve  and  grow  wealth. 


fact,  a  study  conducted  at  New  York  University's  Stern  School 
Business  reports  that  art  has  consistently  OUTPERFORMED  the 
ItP  500  through  good  times  and  bad. 

would  never  tell  you  to  think  of  collecting  as  just  another  investment! 
ter  a  lifetime  of  collecting,  my  father  advised,  "Buy  only  what  you  like, 
asure  a  work  by  the  joy  and  satisfaction  it  will  bring." 

at  brings  me  to  tell  you  about  the  exciting  new  FORBES  COLLECTOR 

d  to  invite  you  to  join  us  at  a  special  introductory  Charter  Subscriber  rate 
d  get  three  FREE  gifts. 

Neve  me,  no  one  is  born  as  a  smart  collector.  It's  an  acquired  skill. 

d  whether  your  passion  leads  you  to  collect  fine  furniture,  art,  vintage 
rs,  wine,  sports  memorabilia,  rare  books  or  movie  posters,  THE 
iRBES  COLLECTOR  will  help  you  avoid  "Buyer's  Remorse"  ...  the  terri- 
!  feeling  of  paying  too  much  ...  of  overestimating  the  rarity  and  value  of  a 
ice  in  the  momentary  excitement  of  making  a  purchase. 


Here's  what  to  expect  in  each  monthly  issue 


A  monthly  overview  of  the  collecting  markets 

Detailed  guidance  on  specific  collecting  areas:  top  artists,  dealers 

and  conservators,  the  state  of  the  market  and  specific  criteria  for  value 

How  to  spot  hidden  problems  and  signs  of  fakery 

Top  lots  and  hidden  gems  of  upcoming  auctions 

An  insider's  view  of  important  and  rarely  seen  private  collections 

Tutorials  on  how  to  understand  the  good,  better  and  best 

of  specific  collectibles 

PLUS  3  VALUABLE  FREE  REPORTS  TO  GET  YOU  STARTED: 


ART  ADVISERS:  THE  GOOD,  THE  BAD  AND  THE  UGLY 
SECRETS  OF  ONLINE  AUCTION  BUYING 
SEVEN  LITTLE-KNOWN  ONLINE  AUCTION  SITES 


SAVE  6o%  ON  A  RISK-FREE  TRIAL! 


|  Yes,  sign  me  up  for  a  one-year  (12  monthly  issues)  subscription  to 
.  THE  FORBES  COLLECTOR  and  to  receive  3  special  reports  absolutely 
FREE.  The  regular  online  subscription  fee  is  $1 99,  but  by  signing  up  now  I  am 
I  eligible  for  the  specially  discounted  rate  of  only  $79.  I  understand  that  I  can 
■  cancel  my  subscription  at  any  time  for  30  days  and  receive  a  full  refund. 
Please  check  one: 
J  $79  email  only        J  $99  print  copy  and  email 

□  Enclosed  is  my  check  or  money  order,  payable  to  Forbes,  or 

□  I  prefer  to  pay  by  credit  card. 
Please  charge  my  □  Visa  □  Mastercard  □  American  Express 

Card  Number 

Exp.  Date 

Signature 


Please  send  the  newsletter  to  my  attention  at: 

Name 

Address 


City,  State  and  Zip . 
Email  address 


Mail  to:  Lisa  McErlane,  Forbes  Newsletter  Group 
28  West  23rd  Street,  10th  floor,  New  York,  NY  10010 

For     Faster     Service 


Go  to  www.forbes.com/colleetor  • 
or  Call  (212)  367-3381  or  Fax  this  page  to  (2l£f  367-3371 


The  secret  to  General  Growth's  top  performance  in  the  REIT  business:  John  Bucksbaum 
knows  how  to  make  competing  tenants  accept  one  another  I  by  stephane  fitch 

ACANPUl                                NAME,  complished:  Find  the  right  tenants  and  put  them  in  the  right 

■•  Genera]    Irowth  Properties  has  places.  On  a  bitterly  cold  January  morning  Spanish  businessman 

i  its  right  to  the  word,  its  growth  Javier  Capella  sits  in  a  warm  General  Growth  boardroom  in 
J 


CANPU1  NAME, 

General    Irowth  Properties  has 

i    tight  to  the  word,  its  growth 
rafc  no.    annual  survey  of  real 

•st  o  times  that  of  the 

What  separate  a   niggard?  Attention   • 

detail  The  key  to  Gene  .\  cess  is  easier  said  tha 


Chicago  overlooking  the  river,  talking  about  his  dream  to  make  his 
handbags  as  hot  in  the  U.S.  as  they  are  back  home.  His  company, 
Misako,  drew  $9  million  last  year  from  21  accessories  stores  it 
owns  in  Europe  (and  more  from  its  franchised  stores).  He  wants 
to  have  35  U.S.  stores  by  the  end  of  2005.  (There  are  4  now.)  He 
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and  some  General  Growth  salespeople  flip  through  shopping  mall 
lavouts,  studying  the  high-traffic  locations  he  wants.  Next  to  a 
videogame  parlor,  busy  with  teenage  boys,  won't  work.  "Yeah," 
purrs  Robert  Wyant,  head  of  the  REIT's  malls  in  the  Midwest, 
"these  stores  will  be  in  the  thousand-dollar-a-foot  sales  club." 

General  Growth  is  in  the  right  sector  for  making  it  big.  Mall 
trusts  have  an  advantage  over  other  REIT  subspecies.  In  addition 
to  collecting  rent,  they  can  also  take  a  slice  of  a  store's  sales,  rang- 
ing from  3%  to  10%.  In  other  words,  mall  REITs  are  partners 
with  their  tenants.  Office  REITs,  a  more  numerous  type,  treat 
their  space  more  like  a  commodity;  all  they  care  about  is  that  the 
law  firm  leasing  three  floors  can  make  the  rent. 

But  mall  REITs,  eyeing  a  richer  bounty,  take  an  active  interest 
in  tenants  that  borders  on  social  engineering:  getting  the  right 
mix  and  putting  them  in  the  right  places  to  maximize  sales.  The 
shoe  store  near  the  anchor  department  store?  The  bookstore 
near  the  main  door?  The  kids  clothier  near  the  food  court?  The 
beauty  of  a  REIT  for  a  prospective  tenant  like  Misako  is  that  it 
can  do  one-stop  shopping  for  a  nationwide  expansion  by  visit- 


ing a  single  trust  with  137  malls.  General  Growth's  portfolio 
ranges  from  the  1.8-million-square-foot  Ala  Moana  Center  in 
Honolulu  down  to  the  800,000-square-foot  Coral  Ridge  Mall  in 
Coralville,  Iowa  (just  outside  Iowa  City). 

The  expediency  of  bulk-leasing  negotiations  may  explain 
why,  despite  the  theory  of  a  few  years  ago  that  the  Internet 
would  turn  malls  into  dustbins,  mall  REITs  in  general  have 
scored  higher  total  returns  (stock  appreciation  plus  dividends) 
than  other  kinds  of  property  trusts.  Over  the  past  ten  years  mall 
REITs  have  turned  in  an  annualized  17%  versus  16%  for  office 
and  industrial  properties,  14%  for  strip  shopping  centers  and 
12%  for  apartments,  according  to  the  National  Association  of 
Real  Estate  Investment  Trusts.  And  although  you  hear  a  lot 
about  mall  overbuilding,  the  truth  is  that  construction  has 
slowed  lately;  only  4  new  regional  malls  opened  in  2003,  adding 
just  0.4%  to  the  existing  stock  of  1,130.  That  gave  population 
(up  1%)  and  retail  sales  (up  3.6%)  a  chance  to  catch  up. 

The  stock  market  is  only  reflecting  the  malls'  impressive 
operating  performance  and  valuation.  Of  the  20  REITs  on  our 


The  Buys.  Holds  and  Sells  of  Real  Estate  I  by  kurt  badenhausen 


REIT  stocks  have  jumped  in  the  past  year,  returning  49%  including  dividends.  They're  not  cheap,  but  there  are  a  few  relative 
bargains.  We  start  with  data  on  53  REITs  followed  by  Green  Street  Advisors.  The  20  largest  are  listed  below  and  the  rest  can 
be  found  at  www.forbes.com/extra.  We  grade  on  the  potential  to  generate  returns.  "Performance"  grades  emphasize  growth- 
each  REIT's  propensity  to  boost  per-share  earnings  and  asset  values— as  well  as  dividends.  Our  "value"  gauge  compares 
currrent  stock  prices  with  current  net  assets  and  discounted  future  cash  flows,  adjusted  for  leverage.  Great  REITs  don't 
always  score  well  in  both  categories;  great  investments  often  do.  Our  top  2003  picks  (grades  of  A/B  or  B/A)  returned  66%. 


GRADE 
PERFORMANCE      VALUE 

REIT/major  properties 

RECENT          DIVIDEND 
PRICE               YIELD 

5 -YEAR  ANNUALIZED  GROWTH 
NAV1                  AFFO2 

LEVERAGE 
RATIO3 

ASSETS4 

($BIL) 

c 

F 

AMB  Property/industrial 

$35.80          4.6% 

7.4% 

-1.1% 

47% 

$2.6 

D 

C 

Apartment  Invest  &  Mgmt/apartments 

35.70          6.7 

-4.15 

-12.3 

69 

3.6 

D 

B 

Archstone-Smith/apartments 

27.74           6.2 

4.8 

-7.1 

45 

6.1 

B 

A* 

AvalonBay/apartments 

49.20           5.7 

8.5 

-1.3 

42 

3.8 

A 

C 

Boston  Properties/offices 

49.86          5.1 

10.1 

5.6 

53 

5.2 

A* 

D 

CBL  &  Associates/shopping  malls 

61.27          4.7 

11.9 

6.8 

56 

2.6 

A 

C 

Developers  Diversified/strip  malls 

35.21           5.2 

10.2 

5.5 

59 

2.4 

B 

D 

Duke  Realty/industrial 

33.34          5.5 

4.7 

1.2 

47 

3.9 

D 

C 

Equity  Office/offices 

30.14          6.6 

-1.0 

-2.3 

60 

10.6 

C 

B 

Equity  Residential/apartments 

29.09           5.9 

6.1 

-2.0 

48 

8.6 

A* 

C 

General  Growth/shopping  malls 

30.14          4.0 

19.8 

12.5 

56 

7.0 

B 

D 

Kimco  Realty/strip  malls 

46.95          4.9 

10.1 

4.6 

45 

3.9 

B 

A 

Liberty  Property/industrial 

39.22          6.2 

6.0 

2.4 

47 

2.8 

A 

B 

Macerich/shopping  malls 

48.80          5.0 

11.0 

6.2 

55 

3.3 

C 

A 

Mack-Cali  Realty/offices 

40.95           6.2 

3.2 

-1.4 

49 

2.4 

D 

F 

ProLogis/industrial 

33.11          4.4 

3.9 

-2.1 

51 

4.5 

C 

F 

Public  Storage/storage  centers 

47.48           3.8 

5.8 

1.9 

38 

4.3 

A 

A 

Rouse/shopping  malls 

49.52           3.8 

9.0 

9.2 

59 

4.4 

A 

B 

Simon  Property/shopping  malls 

52.72          4.6 

11.8 

7.2 

53 

13.1 

B 

C 

Vornado  Realty/offices 

57.43           4.9 

9.8 

4.4 

51 

6.8 

'Net  asset  value.  2Measure  of  profit:  Adjusted  funds  from  operations  are  net  income,  plus  depreciation,  less  nonrecurring 
period  from  1999  through  2004  estimate.  3Debt  as  a  percentage  of  assets.  "Fair  market  values  estimated  by  Green  Street 
Sources:  Green  Street  Advisors;  Reuters  Fundamentals  via  FactSet  Research  Systems. 

items  and  maintenance-level  capita 
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Money  &  Investing 

list  this  issue,  the  five  best  performers  in  growth  over  five  years 
are  shopping  mall  outfits.  Growth,  as  we  see  it,  starts  with  yield 
and  increase  in  earnings  per  share;  earnings  are  defined  here  in 
REIT  terms  as  "adjusted  funds  from  operations,"  or  AFFO.  This 
measure,  an  obsession  of  real  estate  research  firm  Green  Street 
Advisors  (which  provides  us  with  much  of  our  REIT  data),  is  net 
income  plus  depreciation  minus  maintenance-level  capital 
expenditures. 

The  story  is  similar  for  the  growth  in  malls'  real  estate  worth 
since  1999,  termed  "net  asset  value,"  or  the  liquidating  value  of 
a  REIT.  That's  what  would  be  left  over  for  investors,  per  share,  if 
the  trust  sold  its  properties  at  today's  fair  market  value  and  paid 
off"  the  mortgages.  By  this  yardstick,  four  of  the  five  best  NAV 
growers  on  our  roster  were  shopping  mall  REITs. 

The  bad  news  for  prospective  REIT  shareholders  is  that  the 


sector's  shares  have  already  been  bid  up.  The  winners  on  this  score 
notably  include  General  Growth,  whose  price  has  more  than  dou- 
bled since  our  first  REIT  ranking  in  2002.  That's  why  it  rates  only 
a  C  on  the  "value"  scale — it's  no  bargain.  It  sells  at  a  21%  pre- 
mium to  Green  Street's  estimate  of  net  asset  value.  The  only  larger 
mall  REIT,  172-mall  Simon  Property  Group  (whose  $13  billion 
in  property  value  also  makes  it  the  asset  leader  of  all  kinds  of 
REITs),  trades  at  a  mere  5%  over  NAV  and  merits  a  B  for  value. 

Among  investment  pros  not  everyone  is  in  love  with  Gen- 
eral Growth.  Green  Street  analyst  Gregory  Andrews,  though  a 
fan,  thinks  its  stock  is  fully  priced.  It  has  blown  past  the  $20 
value  he  said  it  warranted  last  spring.  He  raised  his  target  to  $30. 
He  says  the  overall  quality  of  its  malls  is  just  average.  General 
Growth,  far  more  likely  to  have  a  Macy's  as  an  anchor  store,  gen- 
erates an  average  $35 1  in  retail  sales  per  square  foot;  Simon  and 


The  Worst  REIT 


Classy  joint:  an  Associated 
apartment  property  in  Cleveland 


For  the  third  year  in  a  row  Associated  Estates  Realty  has  finished  dead  last  for  performance  in  our 
annual  ranking  of  REITs,  as  listed  on  forbes.com/extra  (we  run  the  top  20  in  the  magazine).  The 
Cleveland-based  REIT  gets  an  F  for  performance  and  a  C  for  value  this  year.  Associated  owns  a 
low-rent  collection  of  78  apartment  properties  concentrated  in  Cleveland  and  other  medium-size 
midwestern  cities.  Such  assets  are  usually  forbidding  to  real  estate  investors,  frequently  for  good 
reason.  Yet  Wall  Street  seems  to  be  in  love  with  this  REIT,  or  at  least  very  forgiving  of  its  performance. 

What  gives?  Associated's  chief  executive,  Jeffrey  I.  Friedman,  52,  took  over  before  the 
company  went  public  in  1993.  Its  founder,  Cleveland  developer  Carl  Milstein,  was  convicted  in 
the  1970s  of  offering  illegal  gratuities  to  a  federal  housing  official  and  spent  four  months  in 
Pennsylvania's  Allenwood  prison.  Milstein,  who  died  in  1999,  was  Friedman's  father-in-law. 
Milstein's  son  Mark  serves  on  Associated's  board. 

Under  Friedman,  Associated's  per-share  earnings  and  asset  value  have  deteriorated  rapidly, 
and  its  debt  has  ballooned.  In  1997,  a  high  point  for  the  company,  Green  Street  Advisors  studied  its 
collection  of  properties  and  concluded  that  they  were  worth  $670  million.  Net  of  debt,  which  was 
then  about  half  the  properties'  value,  the  company  had  an  NAV  per  share  of  $20.25,  Green  Street 
determined.  The  REIT's  net,  called  AFFO  in  Green  Street's  parlance,  was  $2.05  a  share  that  year, 
more  than  enough  to  cover  the  company's  $l.86-a-share  dividend. 
The  slide  began  in  1998.  Friedman  reported  his  results  had  missed  analyst  expectations  by  10  cents,  a  shocking  gap  in  the 
usually  staid  and  predictable  world  of  real  estate  securities.  His  shares  began  tumbling,  crippling  them  as  an  acquisition  currency  for 
the  company.  That  was  a  real  problem,  since  Friedman  had  just  agreed  to  issue  shares  to  help  pay  for  a  $306  million  buyout  of  an 
apartment  property  manager  called  MIG  Realty  Advisors.  The  merger  agreement,  which  Friedman  evidently  had  drawn  up  without  the 
advice  of  a  seasoned  investment  banker,  didn't  have  a  "collar"  clause  calling  off  the  deal  if  Associated's  shares  fell  below  a  certain 
level.  The  number  of  shares  issued  to  MIG's  owners  jumped,  severely  diluting  Associated  investors. 

Associated's  properties  are  85%  leveraged  now,  NAV  per  share  is  down  68%  to  $6.50,  and  AFFO  has  fallen  87%  since  1997  to 
27  cei:ts  a  share.  Associated  cut  its  dividend  to  68  cents  a  share,  not  nearly  enough,  says  Green  Street's  Craig  Leupold.  If  dividends 
excer  ither  has  to  go  deeper  into  hock,  stint  on  necessary  repairs  or  sell  properties  to  fund  the  payout. 

I  .nvestors  (for  the  most  part  individuals,  not  institutions)  buying  Associated  shares  now?  Leupold  believes 
most  bu  i  m  the  high  yield  and  don't  appreciate  or  even  care  how  weakly  payouts  are  covered.  At  a  recent  $7.55  the 

stock  is  up  47%  from  its  52-week  low.  At  28  times  the  AFFO  the  company  is  likely  to  earn  this  year,  the  stock  has  the  highest  multiple 
of  all  REi  rs  m  Street.  Its  16%  premium  to  NAV  puts  it  in  the  top  half  by  that  measure.  Meanwhile,  Jeffrey  Friedman 

has  been  we;  He  collected  $6!!  000  in  salary  and  bonuses  for  2002,  more  than  two  times  what  John  Bucksbaum 

earned  for  rum  cwth  Propertiei    vhosu  market  cap  is  57  times  that  of  Associated. 

Associate.  ire  getting  be    en  Occupancy  is  up,  for  instance,  from  90%  in  March  2003  to  94%  by  September.  It 

says  in  a  statement.  Qui  ont  team  i.  :ocused  on  lire  future."  Considering  its  past,  that's  a  blessing.  -S.F. 
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Byron  Wien,  US  Senior  Investment  Strategist 


2004  through  the  looking  glass,  mk  \wr 

10  surprises  to  stretch 

your  thinking. 


/  believe  it  is  useful  to  start  the  year  reflecting  on  how  some  of  the 
key  investment  issues  might  be  resolved  in  ways  that  are  different 
from  expectations.  The  challenge  is  to  choose  whether  reality  will 
be  better  or  worse  than  the  consensus.  Here  are  my  picks  for  the 
Ten  Surprises  of  2004. 

1 .  The  prolonged  effort  to  find  Osama  bin  Laden  finally  pays  off 
Intelligence  following  the  capture  shows  Al  Qaeda  in  a  state  of 
financial  distress  and  disorganization.  There  is  no  major  casualty- 
producing  terrorist  attack  in  the  US  in  2004. 

2.  In  spite  of  a  strong  economy,  the  Federal  Reserve  does  not  raise 
rates  during  the  year.  Although  commodity  prices  continue  to 
rise,  productivity  keeps  improving  and  inflation  stays  benign.  The 
10-year  US  Treasury  yield  remains  below  5%. 

3-  The  stock  market  remains  strong,  as  the  S&P  500  rises  18% 
to  1,300.  More  companies  recognize  stock  options  as  an  expense 
and  take  charges  to  fund  their  pension  liabilities,  but  S&P  500 
earnings  still  exceed  $64.  Global  investors  are  again  reminded  of 
America's  unique  resilience. 


r  «BS 

4.  Questionable  practices  in  the  mutual  fund  industry  drop  out  of 
'the  news.  Fund  families  impose  tougher  compliance  restrictions, 

and  trustees  increase  their  surveillance  of  fund  performance  and 
procedures.  Investors  buy  fund  management  company  shares 
with  enthusiasm. 

5.  The  Stability  and  Growth  Pact  proves  too  much  for  Germany 
and  France,  which  argue  that  even  more  flexibility  is  necessary. 
Critics  wonder  whether  the  EU  is  unraveling.  Because  of  this  and 
somewhat  higher  interest  rates  in  the  US,  euro/dollar  weakens  to 
1.05.  Total  returns  to  European  investors  in  US  stock  and  bond 
markets  are  dramatic. 

6.  Pharmaceuticals  and  other  large-cap,  higher-quality  companies 
begin  to  outperform.  Both  presidential  candidates  proclaim  the 


importance  of  new  drug  innovation  in  holding  down  healthcare 
costs  and  argue  that  companies  should  be  rewarded  for  costly 
research.  High-quality  multinationals  also  regain  investor  favor. 

7.  Political  conditions  in  Saudi  Arabia  deteriorate,  endangering  the 
monarchy.  Radical  Islamists  increase  their  popular  support,  and 
crude  production  is  reduced.  The  price  of  oil  moves  above  $40  and 
energy  stocks  outperform. 

8.  In  spite  of  favorable  financial  markets,  more  investors  begin  to 
question  the  soundness  of  stocks,  bonds,  and  currency.  Silver 
becomes  the  precious  metal  of  choice.  While  gold  ascends  to  $500 
an  ounce,  silver  goes  to  $8.00. 


9.  Japanese  economic  momentum  gains  steam.  An  emboldened 
Koizumi  becomes  more  aggressive  on  banking  reform  and  easing 
cross-border  M&A  restrictions.  Deflationary  forces  diminish  and 
capital  spending  and  profits  improve.  The  Nikkei  225  rises  to  13,000. 

10.  The  Republicans  provide  some  fireworks  just  before  the  Fourth 
of  July.  Dick  Cheney  announces  he  will  not  run  for  reelection,  and 
Senate  majority  leader  Bill  Frist  replaces  him.  In  reaction  to  Bush's 
decision  to  reduce  troops  in  Iraq  during  the  summer,  Defense 
Secretary  Donald  Rumsfeld  and  deputy  Paul  Wolfowitz  resign, 
saying  their  work  is  essentially  done. 
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•  Open  Rate  P  B/W  $172,467 

•  Target:  Adults  Company  Size  1,000+ 

•  Composition:  29.6% 

•  Reach:  1,099,000 
•CPM  $156.93 

Waste  =  $120,726.90 

Source:  MR],  Spring  2003  Report,  New  Age  Media  Systems 

People  just  don't  get  their  business  information  the  same  way 
they  did  10  years  ago.  Top  executives  now  rate  the  Web  as 
their  single  most  important  source  of  business  information.1 

Today,  more  affluent  decision-makers  get  their  business 
information  from  Forbes.com  than  any  other  single 
source.  That  includes  The  Wall  Street  journal.2 


I.  GartnerG2/Forbes.com/Survey.coni  August  2003 
2  Comsoore/MR] 

3.  (  omscore  September  2003 

4.  See  I  orbe n  representative  for  the  Brand  Increasi     uarantee  details  and  qualifications 
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•Total  Spend:  $150,000 

•  Target:  Adults  Company  Size  1,000+ 

•  Composition:  100% 

•  Reach:  3,000,000 

•  CPM  $50.00 

Waste  =  0 

Source:  Large  Company  Targeting 

Forbes.com  is  the  fastest  growing  source  of  busines 
information  and  analysis  in  the  world.  With  nearly  8  millioi 
monthly  unique  visitors  and  company  size  targetin; 
programs  that  eliminate  waste,  Forbes.com  offers  advertiser 
a  new  way  to  reach  the  world's  business  leaders.' 

And  we'll  guarantee  your  advertising  works  or  you 
money  back!4 

Want  to  make  change  work  for  you?  Contact  Bill  Flatle] 
V.P.  Chief  Advertising  Officer  today:  212-366-8951 
bfladey@forbes.net. 
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the  smaller  Rouse  Co.,  more  likely  to  sport  a  Saks  Fifth  Avenue, 
produce  $401  and  S425,  respectively.  When  the  otherwise  mild- 
mannered  John  Bucksbaum,  General  Growth's  chief  executive, 
visited  Green  Street  in  Newport  Beach,  Calif.,  he  heard  that  his 
REIT  didn't  fit  in  the  research  firm's  "box."  Bucksbaum  retorted: 
"The  box  is  the  problem." 

Bucksbaum,  47,  learned  about  retailing  at  an  early  age.  His 
father  and  uncle  ran  a  grocery  store  in  Cedar  Rapids,  Iowa, 
before  founding  General  Growth  in  1954.  They  taught  him  the 
wisdom  of  keeping  overhead  low.  Bucksbaum  has  staunchly 
resisted  paying  himself  the  outsize  salaries  that  more  flamboyant 
REIT  managers  collect.  The  $225,000  he  drew  for  2002  is  dwarfed 
b\  the  S7.1  million  collected  by  fellow  Chicagoan  Samuel  Zell 
for  chairing  the  Equity  Residential  and  Equity  Office  trusts. 
General  Growth's  overhead  costs  are  3.6%  of  revenue,  com- 
pared with  tonier  operations  like  Rouse,  at  4.8%. 

If  General  Growth's  per-foot  sales  (and  thus,  presumably, 
rents)  aren't  the  highest  in  the  land,  how  does  it  keep  recording 
these  scorching  earnings  increases?  This  REIT  is  blessed  with  an 
uncanny  leasing  prowess.  Bucksbaum  likes  to  crow  that  General 
Growth  gets  15%  of  the  new  leases  even  though  it  has  12%  of 
the  regional  malls  in  the  U.S. 

The  company  has  325  staffers  working  full  time  on  leasing  out 
its  space.  Vacancies  now  run  9.3%,  a  bit  higher  than  usual.  Gen- 
eral Growth,  however,  has  a  fine  record  of  filling  empty  space 
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and  figuring  out  novel  ways  to  squeeze  more  out  of  space  that's 
already  rented.  For  instance,  if  a  Gap  wants  to  be  near  the  central 
court  escalators  and  nothing  is  available  there,  the  REIT's  leasing 
folks  might  convince  a  record  store  to  give  up  part  of  its  space. 
They  will  muster  the  stats  to  show  the  music  oudet  that  it  can  sell 
almost  as  many  CDs  in  less  spacious  quarters.  The  base  rent  may 
not  change  much  when  space  goes  from  one  tenant  to  another, 
but  the  sales-per-square-foot  will  and  so  will  the  mall's  take. 

General  Growth  also  excels  at  convincing  competing  spe- 
cialty shops  to  be  situated  together.  Some  store  managers  obvi- 
ously fear  they  will  lose  sales  to  rivals.  General  Growth  has 
found,  though,  that  consumers  will  spend  more  money  if  all  the 
stores  they  want  are  tightly  bunched.  It's  like  packing  all  the  New 
York  diamond  dealers  into  one  block  on  47th  Street. 

Where  does  Misako,  the  Spanish  handbag  chain,  fit  in? 
Despite  Misako's  fancy  Spanish  limestone  and  glass  decor,  its 
bags  cost  $32,  a  tenth  the  price  of  bags  at  Coach  and  Louis  Vuit- 
ton,  established  denizens  of  General  Growth  malls.  Misako  also 
offers  a  wider  selection  than  those  exalted  brands:  Women  get 
to  see  1,200  new  designs  a  year,  much  more  than  from  the 
swankier  rivals.  So  the  delicate  challenge  for  General  Growth  is 
talking  the  likes  of  Coach  and  Louis  Vuitton  into  accepting  this 
Iberian  upstart  into  their  midst.  "You  can  bet  Coach  sees  it  differ- 
ently," says  General  Growth's  president,  Robert  Michaels.  "It's 
going  to  take  negotiation."  That  is  what  the  REIT  is  good  at.       F 
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STOCK  FOCUS 


Europe:  the  Fast  Track 


The  big  European  economies  are 
success  stories.  From  his  base  in 

IF  THERE'S  MONEY  TO  BE  MADE  OFF 
the  powerful  force  of  globalization, 
somebody  like  Ivo  St.  Kovachev 
ought  to  be  able  to  make  it.  The  45- 
year-old  Bulgarian  has  degrees  in 
technology  and  business  from 
schools  in  the  Czech  Republic  and  Eng- 
land. He  was  a  Fulbright  Scholar  in  the 
US.,  speaks  five  languages  and  once 
headed  up  the  foreign  investment  division 
of  Bulgaria's  state  privatization  agency.  He 
even  fitted  in  a  year  in  (apan,  working  for 
the  L'nited  Nations.  Today  he's  based  in 
the  Czech  capital,  Prague,  where  he  picks 
stocks  for  Chicago's  Driehaus  Capital 
Management,  which  he  joined  in  1996. 
Kovachev  is  one  of  the  three  managers 


stagnant,  but  if  you  look  around  you  find  some  extraordinary 
Prague,  Ivo  St.  Kovachev  is  finding  his  share  I  by  andrew  t.  gillies 


of  Driehaus  International  Discovery,  a 
$258  million  growth  fund  that  goes  after 
small  and  medium-size  stocks  abroad.  The 
other  two  managers  do  Asia  and  emerging 
markets;  Kovachev  handles  the  half  of  the 
portfolio  invested  in  Europe. 

Among  Kovachev's  current  favorites 
is  Tele2,  a  fixed-line,  Internet  and  mobile 
communications  outfit  based  in  Stock- 
holm that  operates  in  22  countries, 
including  Portugal  and  Russia.  Its  rev- 
enues, $4.8  billion  for  its  latest  12  months, 
have  grown  at  a  49%  annualized  clip  for 
the  past  five  years. 

The  company — not  so  medium-size 
anymore — and  its  shares,  listed  in  the  U.S. 
as  American  Depositary  Receipts,  have 


more  than  doubled  in  the  past  12  months. 
They  sell  for  1.7  times  sales  and  50  times 
trailing  earnings,  versus  equivalent  multi- 
ples of  0.4  and  8.2  for  AT&T.  Kovachev  isn't 
deterred.  "Internet  penetration  in  Europe  is 
on  average  lower  than  the  U.S.,"  he  says, 
"so  this  is  a  secular  growth  story,  and  it 
should  continue  to  do  well." 

Like  his  two  colleagues,  Kovachev 
looks  for  firms  with  sales  and  earnings 
growing  at  least  15%  annually.  He  aims  to 
find  companies  where  the  numbers  are 
improving  because  of  growth  in  the 
underlying  business  rather  than  because  of 
a  cyclical  upturn  or  financial  engineering. 
Other  pluses:  rising  stock  prices  (So  what 
if  you  missed  the  bottom?),  steady  upward 
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revisions  in  consensus  earnings  estimates 
and  a  record  of  beating  earnings  forecasts. 
These  are  the  momentum  stocks. 

Then  there  are  what  Kovachev  calls 
"recovery  stories,"  where  a  firm's  num- 
bers look  bad  on  a  yearly  basis  but  show 
quarter-to-quarter  improvement.  Exam- 


ple: Luxembourg's  Gemplus,  which 
makes  smart  cards.  These  store  informa- 
tion on  chips  rather  than  magnetic  strips 
and  are  widely  used  in  Europe  for  bank 
debits,  prepaid  telecom  services  and  IDs. 
The  technology  hasn't  taken  hold  in  the 
U.S.,  compounding  Gemplus'  problems 


On  the  Hunt  for  European  Growth 


As  a  growth  manager,  Kovachev  is  not  too  troubled  by  high  multiples— as  long  as  the 
company  is  expanding  rapidly  in  new  markets. 


Company/country 

Recent 
price 

Sales  growth2 
(5  years) 

Price/ 
sales 

Market  value 
(Smil) 

Business  ObjectsVFrance 

$31.78 

32% 

4.4 

$2,177 

Gemplus  International/Luxembourg 

502 

8 

1.7 

1,561 

IconVlreland 

3550 

38 

1.7 

481 

SBS  Broadcasting/Luxembourg 

33  66 

21 

1.4 

964 

SeronoVSwitzerland 

18  60 

16 

5.8 

11,762 

Shire  Pharmaceuticals  Group1  UK 

29.97 

82 

4.5 

4,821 

Telesystem  International  Wireless/Canada 

13  58 

58 

1.6 

1,475 

Tele2/Sweden 

5538 

49 

1.7 

8,159 

Prices  as  of  Feb  4  All  shares  listed  on  US.  exchanges.  For  our  picks  we  screened  among  smaller  European  companies 
showing  healthy  five-year  growth  in  sales  as  well  as  in  projected  earnings  over  the  next  few  years.  'Forbes  pick.  'Annualized. 
Sources  FT  Interactive  Data  and  Reuters  Fundamentals  via  FactSet  Research  Systems. 


of  a  fiercely  competitive  European  mar- 
ket and  the  effect  of  a  strong  euro  on  its 
imported  components.  For  the  past  four 
quarters  it  shows  a  net  loss  of  $286  mil- 
lion on  sales  of  $885  million.  At  a  recent 
$5,  Gemplus'  Nasdaq-listed  American 
Depositary  Receipts  sell  for  less  than  half 
their  2000  initial  offering  price. 

Kovachev,  however,  sees  a  rebound 
under  way,  noting  that  Gemplus  posted 
better  than  expected  results  for  its  most 
recent  quarter.  "The  downtrend  was 
stopped,"  he  says. 

Driehaus  International  Discovery  has 
done  well  over  the  past  five  years,  with  a 
compound  annual  return  of  27%,  com- 
pared with  2%  for  the  average  overseas- 
stock  fund.  It  has  no  sales  load  but  reserves 
the  right  to  hedge  its  currency  risk  (see  re- 
lated column,  p.  106).  It  has  annual  ex- 
penses of  $1.86  per  $100  in  assets.  If  you 
think  that  you  can  invest  more  efficiently 
on  your  own  (and  don't  forget  the  cur- 
rency risk),  consider  the  stocks  listed  in  the 
accompanying  table.  F 
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For  more  financial  stats,  go  to  www.forbes.com/makers. 


The  Forgotten  Warrior 

With  the  the  White  House  busily  beating  plowshares  into 
swords — it  wants  a  7%  Pentagon  spending  increase  next  fiscal 
year — the  nation's  largest  defense  company  should  be  golden. 
Already  LOCKHEED  martin  (49,  lmt)  has  seen  sales  surge  20%  to 
$32  billion  last  year  and  earnings  double  to  $1  billion.  Pentagon 
orders  for  things  like  the  C-130J  cargo  plane  and  the  upcoming 
F-35  Joint  Strike  Fighter  (good  for  6,000  copies  over  25  years) 
should  fatten  profits  more.  And  the  military  plans  to  boost 
spending  at  the  moneylosing  rocket  program  Lockheed  runs 
with  Boeing.  Lockheed  even  doubled  its  dividend  last  year.  "Our 
fundamentals  are  solid  and  improving,"  says  Christopher 
Kubasik,  Lockheed's  chief  financial  officer. 

Yet  the  stock,  which  got  a  lift  after  the  Sept.  1 1  terrorist 
attacks,  has  slumped  30%  since  its  mid-2002  high.  Paul  Nisbet, 
founder  of  JSA  Research  in  Newport,  R.I.,  says  Lockheed  is  sell- 
ing at  an  8%  discount  to  his  JSA  Aerospace  Index,  which  includes 
Lockheed  and  its  13  U.S.  competitors.  Why?  Pension  problems. 
Rising  obligations  to  retirees  will  put  its  pension  plan  $600  mil- 
lion in  the  hole  in  2004,  so  it  will  have  to  take  a  bite  from  earn- 
ings to  catch  up.  After  it  takes  a  painful  90  cents  out  of  earnings 


Revenue  ($bil)        21.Q    ' 

$25 


The  Pentagon  wants  to 
buy  6,000  F-35s. 
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per  share,  the  company  estimates  $2.50  in  EPS  for  2004. 

Nisbet,  however,  views  Lockheed  as  significantiy  underval- 
ued. The  stock  now  trades  at  a  below-market  20  times  trailing 
earnings.  He  figures  the  order-stuffed  Pentagon  supplier  will 
earn  its  way  out  of  the  pension  mess.  — Phyllis  Berman 


Drug  Push 


The  Price  of  Virtue      Static 


American  Depositary  Receipts  of  Swiss 
drugmaker  novartis  (47,  nvs)  rose  35% 
over  the  past  year,  on  par  with  the  broader 
market.  Novartis  had 
problems,  ranging 
from  product-launch 
delays  (notably  ar- 
thritis drug  Prexige) 
to  margin  pressure 
from  higher  spend- 
ing on  R&D  (up 
32%).  But  Trevor  Polischuk  of  asset  man- 
agement firm  OrbiMed  Advisors  thinks 
too  few  investors  appreciate  the  com- 
pany's freshened  drug  portfolio,  with 
such  medicines  as  Diovan  (for  hyperten- 
sion) and  Gleevec  (for  gastrointestinal 
cancer). 

Novartis,  the  fifth-largest  pharma 
globally,  is  eyeing  merger  partners  to 
expand  its  reach.  Earnings  rose  7%  last 
year,  to  $5  billion  on  sales  of  $25  billion, 
up  19%.  It  trades  a!  pi  i< ../earn- 

ings multiple  of  24. 

—  fi 
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Natural-food  sellers  are  growing  at  a 
steady  rate.  But  one  retail  chain,  WILD  OATS 
MARKETS  (14,  OATS),  harmed  its  financial 
health  by  a  cost-cutting  move — turning  to 
a  new  distributor,  Tree  of  Life,  which  had 
trouble  supplying  all  101  Wild  Oats  stores. 
So  shelves  were  understocked.  Wild  Oats' 
once-robust  sales  growth  slowed  to  3%  for 
the  nine  months  through  September,  for 
$715  million  total.  Earnings  slid  35%,  to 
$2.8  million.  Now  that  they've  ended  their 
relationship,  both  companies  expect  im- 
proved results. 

As  a  result,  Scott  Van  Winkle,  analyst 
at  Adams,  Harkness  8c  Hill,  expects 
Wild  Oats  to  return  to  healthy 
growth.  Its  80  P/E  seems  high,  but  the 
enterprise  multiple 
(debt  plus  equity 
minus  cash,  divided 
I  >  operating  earn- 
1  of  1 1  is  only  a 
little  higher  than  the 
competition's. 

— Susan  Kitchens 


A  price  war  with  long-distance  rivals  MCI 
and  Sprint  caused  revenues  at  AT&T  (19,  T) 
to  slump  9%  last  year,  to  $34.5  billion. 
AT&T  did  manage  to  turn  a  $1.8  billion 
profit  after  a  2002  loss,  chiefly  thanks  to 
work  force  trim- 
ming. This  ploy  can't 
work  forever.  A  glut 
of  fiber-optic  band- 
width is  luring  away 
business  customers, 
who  are  70%  of 
AT&T's  sales.  The 
company  is  belatedly  launching  Internet 
phone  calls,  but  others  are  far  ahead.  And 
alas,  the  Baby  Bells  seem  leery  of  rescuing 
their  decrepit  parent  with  a  buyout. 

Barry  M.  Sine,  analyst  with  H.D 
Brous,  foresees  earnings  falling  fron 
$2.35  a  share  in  2003  to  74  cents  ir 
2005.  He  says  AT&T  will  have  to  slash  it: 
95-cent  dividend  (yield:  a  lofty  5%).  Thi 
payout  is  all  that's  holding  up  the  stock 
Sine  recommends  shorting  AT&T,  cov 
eringat$13.  —$.K 


Thfe  Contrarian  |  By  David  Dreman 


nvestor  Delusions 


ttn 

■■  m  OW  IS  IT  POSSIBLE  THAT  THE  PRESENT  MANIA  IN 
I  tech  and  dot-com  stocks  began  only  30  months  after 
I  the  implosion  of  the  largest  bubble  in  market  history? 
I  The  speculative  juices  never  gushed  as  quickly  after 
I  any  past  bubble,  and  never,  never,  in  the  same  stocks. 
ATiat  is  going  on?  Investors  have  simply  been  swept  away  on 
:ides  of  emotion. 

An  entire  academic  field,  going  by  the  daunting  name  of 
iffect,  has  arisen  to  explain  the  role  of  emotion  in  investments, 
rhis  theory  rests  on  research  done  by  dozens  of  internationally  re- 
jected psychologists  such  as  the  University  of  Oregon's  Paul 
>lovic  and  Princeton's  Daniel 
<ahneman,  a  2002  Nobel  Prize 
vinner  in  economics. 

Affect  theory  shows  that  we 
ill  have  our  likes  or  dislikes, 
■anging  from  where  we  want  to 
/acation,  to  the  type  of  people 
«ve  like  to  associate  with,  to  the 
and  of  stocks  we  want  to  buy. 
The  more  we  like  something, 
Jie  more  easily  we  are  swayed  to 
>elieve  the  object  of  our  affec- 
:ion  is  without  flaw.  There  is 
;uch  a  thing  as  falling  in  love 
vith  a  stock. 

That's  why  the  late- 1990s 
echnology  breakthroughs  made 
nvestors  believe  (many  still  do) 
hat  we  were  on  the  cusp  of  a 
ethnological  upheaval  to  match  the  harnessing  of  electricity. 
The  outcome  would  be  supernatural  profit  levels.  Thus  were 
■atibnalized  all  those  insane  price/earnings  ratios  (or  for  the 
nany  companies  with  no  earnings,  price/sales  ratios). 

Here  are  four  investor  mistakes,  as  interpreted  by  the  affect 
heorists.  Make  yourself  aware  of  them  and  do  not  make  them. 

•  Ignoring  the  odds.  Investors'  willingness  to  buy  a  stock  they 
trongly  believe  in  is  similar  whether  the  odds  of  success  are  1  in 

"10,000  or  1  in  10  million,  says  Carnegie  Mellon's  George 
.oewenstein  in  a  2001  study.  Other  studies  show  that  such 
blindness  to  long  odds  can  make  investors  drive  up  an  exciting 
;tock  to  as  much  as  100  times  its  fundamental  value. 

•  Expecting  current  trends  to  persist.  When  your  newly  issued 
tock  doubles  in  price  right  away,  you  expect  this  phenomenon 
o  continue  indefinitely.  This  belief  allows  investors  to  pay  sky- 
ligh  prices  for  a  hot  stock,  making  for  a  self-reinforcing  fantasy. 

•  Buying  rosy  forecasts,  ignoring  everything  else.  When 
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tion  into  the  future,  investors  get 
caught  up  in  the  excitement  and 
overlook  any  warning  signs.  New 
York  University's  Yaacov  Trope 
and  his  colleagues  call  this  phe- 
nomenon temporal  construal. 
One  example  is  how  people  in 
1999  pushed  AOL  up  to  a  price 
that  an  earnings  discount  model 
indicated  would  be  justified  only 
if  it  had  18  billion  subscribers, 
triple  the  population  of  the  Earth. 
•  Letting  popularity  distort  risk  perception.  As  Slovic  and  Carnegie 
Mellon's  Baruch  Fischoff  explain  in  a  classic  1978  paper,  people 
underestimate  the  risks  of  things  they  like,  such  as  tobacco,  bicy- 
cles, favorite  stocks.  They  overestimate  the  risks  of  things  they 
don't  like — nuclear  power,  for  example.  This  distortion  helps  to 
explain  why  both  professional  and  individual  investors  were  san- 
guine four  years  ago  about  stocks  made  risky  by  their  never-never- 
land  P/E  ratios.  These  findings  on  mental  aberrations  also  under- 
mine the  central  tenet  of  efficient  market  theory,  which  is  that 
prices  are  rational  reflections  of  all  available  knowledge. 

How  do  you  escape  these  pitfalls?  Find  something  solid  to 
put  your  money  into:  value  stocks  with  time-tested  strengths. 
You  will  know  them  by  the  sound  fundamentals  and  the 
absence  of  any  swell  of  excited  voices.  Following  are  three  stocks 
that  provide  good  value  today: 

Capital  One  Financial  (69,  COF)  is  one  of  the  largest  credit  card 
companies  in  the  U.S.  It  has  continued  to  show  good  growth 
through  the  current  softening  of  consumer  spending  and 
should  see  earnings  accelerate  with  an  expanding  economy.  Bad 
loan  charge-offs  should  shrink;  meanwhile,  the  company  is 
going  after  wealthier,  less  risky  customers.  Capital  One  trades  at 
14  times  trailing  earnings;  it  yields  0.2%. 

Cardinal  Health  (64,  CAH)  is  the  leading  U.S.  supplier  of  phar- 
maceuticals and  medical  supplies.  Cardinal  has  reported  better 
than  20%  annual  earnings  growth  over  the  last  ten  years  and 
should  maintain  a  growth  pace  well  ahead  of  the  S&P  500  aver- 
age in  the  immediate  future.  The  company  recendy  concluded  a 
$1  billion  stock  buyback,  and  another  such  program  may  be 
coming  soon.  The  stock  trades  at  a  P/E  of  20  yielding  0.2%. 

Pfizer  (38,  pfe)  is  one  of  the  largest  producers  of  pharmaceu- 
ticals. Inspra,  a  drug  for  high  blood  pressure  and  heart  troubles, 
recendy  debuted,  and  two  more,  Caduet  and  Spiriva,  have  just 
been  approved  by  the  Food  &  Drug  Administration.  Pfizer,  which 
should  show  above-average  growth  over  time,  trades  at  a  P/E  of  2 1 
and  yields  1.8%.  F 
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Point  nf  View  |  Ry  Stevs  H.  Hanke 


Playing  the  Weak  Dollar 


INVESTORS  WERE  THRILLED  TO  SEE  THE  S&P  500  NOTCH 
up  by  26%  (plus  dividends)  during  2003.  Sorry  to  put  a 
damper  on  the  merrymaking,  but  I  must  point  out  that  the 
U.S.  equity  market's  performance  was  in  fact  the  tenth  worst 
in  the  world  last  year.  If  you  parked  all  of  your  portfolio  in 
the  U.S.  in  2003,  you  missed  out. 

Developed  markets  such  as  Austria,  Canada  and  Sweden 
turned  in  performances  for  their  local  investors  that  were  simi- 
lar to  the  S&P  500's.  But  an  American  who  invested  in  those  mar- 
kets would  have  realized  gains  of  50%  to  60%.  The  same  goes 
for  emerging  markets  like  Thailand,  Argentina  and  Brazil.  While 
a  local  investor  would  have 
roughly  doubled  his  money  in 
any  of  these  markets  last  year, 
an  American  would  have 
chalked  up  gains  of  128%  to 
141%.  The  extra  return  for  U.S. 
investors  was  due  to  the  decline 
in  value  of  the  greenback.  An 
American  investor  holding  for- 
eign stocks  for  a  year  bought,  in 
effect,  (relatively)  cheap  euros 
or  reais  or  kronor  in  January 
and  sold  those  currencies  back 
at  higher  prices  in  December. 

That  was  last  year.  There  is 
no  assurance  that  owning  for- 
eign stocks  will  yield  a  currency 
benefit.  On  the  contrary.  Dur- 
ing 1997-2002,  when  the  dollar 
was  gaining,  American  investors  in  foreign  markets  did  worse 
than  the  locals. 

You  have  to  answer  two  questions  about  foreign  securities. 
One  is  whether  you  should  own  them  at  all.  The  other  is  whether 
to  hedge  the  currency  exposure  so  that  you  get  exacdy  the  returns 
enjoyed  by  natives  in  these  foreign  markets — no  more,  no  less. 

The  answer  to  the  first  question  is  a  resounding  yes.  Move- 
ments in  foreign  markets  are  less  than  perfectly  correlated  with 
those  in  the  U.S.  Consequently,  foreign  investments  generate 
diversification  benefits.  As  a  long-term  strategy,  putting,  say, 
of  your  portfolio  overseas  will  reduce  the  risk  while 
inctf  ur  portfolio's  likelv  return. 

icond  question  is  more  complicated.  My 
general     '•  build  ,\n  unhedged  international  portfolio, 

then  makt  d  side  bets  against  specific  foreign 

currencies  wh  to  believe  that  the  dollar  will 

strengthen.  At  the  moment  I  would  recommend  skipping  the 
currency  hedges.  The 
dollar  is  still  weak. 


portfolio  in  the 

U.S.  last  year, 

you  missed  out. 
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Why  the  weak  dollar?  At 
present  the  Bush  Administra- 
tion's economic  policies  are 
perceived  by  most  as  being 
inconsistent,  if  not  incoherent. 
Consequently,  confidence  in 
the  dollar  is  low,  and  the  green- 
back looks  set  to  continue  on 
its  downward  course.  Indeed, 
once  a  currency  starts  to  trend 
one  way  or  another,  it  will  con 
tinue  to  do  so  until  it  provokes 
a  policy  response.  And  there  is  not  much  chance  of  that  in  a 
presidential  election  year,  unless  the  greenback  takes  a  truly 
dramatic  dive.  For  the  short  term,  U.S.  investors  should  invest 
in  foreign  stock  and  bond  funds  that  do  not  hedge  their  for 
eign  exchange  risks. 

In  my  last  column  ("The  Wages  of  War,"  Dec.  8,  2003)  I  rec 
ommended  a  portfolio  allocation  in  which  15%  of  the  total  was 
invested  in  either  a  U.S.  index  fund  or  an  exchange-traded  U.S. 
market  basket.  That  should  be  altered  so  that  10%  of  the  total 
portfolio  is  exposed  to  foreign  stocks  and  bonds,  leaving  only 
5%  of  the  total  in  the  U.S.  stock  market.  And  that  foreign  expo- 
sure should  be  in  foreign  mutual  funds  that  do  not  hedge  their 
exchange  risks.  (This  adjustment  bumps  the  total  foreign 
exchange  exposure  in  my  recommended  portfolio  up  to  20%, 
since  the  initial  allocation  to  currency  trading  was  10%.) 

Stay  unhedged  most  of  the  time.  Then  your  foreign  stocks 
will  give  you  diversification  of  both  equities  and  currencies. 
The  movements  of  emerging  market  currencies,  for  example, 
tend  to  be  inversely  correlated  with  movements  in  the  dollar, 
yen,  pound  and  euro.  Therefore,  holding  unhedged  positions 
in  both  developed  and  emerging  markets  will  reduce  your 
risk  profile. 

Does  this  mean  that  a  U.S.  investor  who  takes  advantage  of 
the  diversification  benefits  offered  up  by  foreign  investing 
should  never  hedge  the  foreign  exchange  risk?  In  a  word,  no. 
The  best  long-term  strategy  is  to  invest  in  foreign  funds  that  are 
unhedged.  Then  decide  which  specific  currency  risks  you  don't 
like  and  get  rid  of  them.  For  example,  if  you  are  invested  in  an 
unhedged  Swedish  country  fund  and  think  the  Swedish  krona  is 
due  to  take  a  tumble  against  the  dollar,  manage  that  currency 
risk  by  shorting  the  krona  against  the  dollar. 

By  investing  in  unhedged  foreign  funds  and  selectively  man- 
aging your  currency  risks,  you  can  reduce  your  risk  in  a  way  that 
a  fund  manager — who  doesn't  know  the  rest  of  your  portfo- 
lio— simply  can't.  F 
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Is  your  bottom  line  suffering 
because  of  the  90/20  rule? 


Ef  PacifiCare  can  help. 


90  percent  of  health  care  costs  are  driven  by  20  percent  of  your  employees.  That's  why  PacifiCare  uses  scientifically  proven 
criteria  and  evidence-based  medicine  in  our  Best  in  Class  Disease  Management  programs  to  control  costs  among  this 
population.*  We  know  to  help  you  better  control  your  bottom  line  we  have  to  manage  health  outcomes.  Healthier  employees 
and  lower  medical  trends  are  an  integral  part  of  an  effective  overall  strategy  for  holding  the  line  on  health  care  cost. 

We  also  offer  cost-controlling  solutions  in  our  innovative  new  products  and  programs.  Consider  our  Consumer  Directed 
health  plans  that  shift  some  of  the  cost  and  expenditure  decisions  to  the  employees,  giving  them  a  financial  stake  in  the  cost  of 
their  health  care.  According  to  a  Milliman  USA/McKinsey  Joint  Analysis,  health  care  costs  decrease  when  consumers  share  in 
the  expenses.  Our  Consumer  Directed  health  plans  make  employees  better  consumers  of  health  care  and  active  participants  in 
controlling  health  care  costs. 

PacifiCare's  Total  Solution  approach  also  includes  a  wide  range  of  features  and  pricing  to  meet  virtually  any  coverage  or  budget 
requirement 

■  Medical  PPO,  EPO,  HMO/MCO,  Consumer-Directed  Health  Plan,  Insured  or  Self-Funded. 

■  Specialty  products  to  customize  your  benefit  package:  Pharmacy,  Dental,  Vision,  Behavioral  Health,  Life  and  Disability. 

■  Value-added  services  that  enhance  the  health  care  experience  of  your  employees  without  adding  to  your  bottom  line. 

For  more  information,  e-mail  PacifiCare  at  NarionalAccoimtSales@phs.com 

*  Mercer  Human  Resource  Consulting,  Society  of  Actuaries  2002  Annual  Meeting,  Boston,  MA,  October  30,  2002. 


Caring  is  good.  Doing  something  is  better. 

Products  and  services,  including  availability,  may  vary  by  state.  PacifiCare  products  and  services  ate  offered  by  one  or  more  of  the  following  PacifiCare  family  of  companies:  PacifiCare  of  AZ, 
Inc.;  PacifiCare  of  CA  PacifiCare  of  CO,  Inc.;  PacifiCare  of  NV  Inc.;  PacifiCare  of  OK,  Inc.;  PacifiCare  of  OR,  Inc.;  PacifiCare  ofTX,  Inc.;  PacifiCare  of  WA,  Inc.;  PacifiCare  Dental  of  CO, 
Inc.;  PacifiCare  Behavioral  Health  of  CA,  Inc.;  and  PacifiCare  Dental  (in  CA).  PacifiCare"  is  a  federally  registered  trademark  of  PacifiCare  Life  and  Health  Insurance  Company.  Indemnity 
insurance  products  offered  in  California  are  underwritten  by  PacifiCare  Life  and  Health  Insurance  Company.  Indemnity  insurance  products  offered  in  Arizona,  Colorado,  Nevada,  Washington, 
Oregon,  Texas  and  Oklahoma  are  underwritten  by  PacifiCare  Life  Assurance  Company.  Other  products  and  services  are  offered  by  PacifiCare  Health  Plan  Administrators,  Inc.,  RxSolutions, 
Inc.,  and  PacifiCare  Behavioral  Health,  Inc. 


Financial  Stratflgy  |  By  A.  Gary  Shilling 

Dissing  Wall  Street 


ADVICE  TO  EXECUTIVES  SEEKING  TO  CURRY  WALL 
Street's  favor:  Don't.  Here's  what  I  told  the  chief 
financial  officer  of  a  midwestern  manufacturer  two 
decades  ago:  "If  you  want  to  load  your  corporate 
brass  on  the  company  jet  and  spend  a  week  of  R&R 
in  Europe,  that's  fine.  But  if  you're  going  primarily  to  promote 
your  stock  to  analysts  and  institutional  investors,  you're 
wasting  a  lot  of  valuable  executive  time."  This  is  even  more 
true  today. 

Sure,  I  know  all  the  reasons  for  promoting  Wall  Street  con- 
tacts. Some  large  investors  need  to  know  senior  management 
personally  before  they  get  com- 
fortable with  a  stock.  Analyst 
coverage  helps  liquidity.  Tight- 
lipped  companies,  especially 
smaller  ones,  don't  have  ana- 
lysts following  them.  And  giving 
earnings  guidance  to  analysts 
can  reduce  market  jolts  to  a 
stock  when  profits  dip. 

Nevertheless,  the  sole  real 
benefit  of  all  this  effort  is  to  add 
a  price/earnings  ratio  point  or 
two  to  the  shares,  and  that's 
useful  only  to  a  company  issu- 
ing stock,  whether  to  raise  cash 
or  to  acquire  another  company. 
All  other  outfits  with  pampered 

investor  relations  departments  should  think  about  what  it  is 
they  are  trying  to  accomplish.  The  market  value  of  the  company 
in  the  year  2020  is  a  function  of  its  earning  power  and  prospects 
then.  The  nice  things  published  by  analysts  in  2003  or  2013  will 
be  irrelevant. 

At  worst,  slavish  management  catering  to  Wall  Street  leads 
to  Enron-style  fakery.  Then  there's  the  flimflam  game  of  man- 
aging earnings  so  quarterly  results  always  beat  analysts'  fore- 
casts by  a  penny  or  two  per  share,  thus  boosting  the  stock. 
When  executives  turn  themselves  into  short-term  stock  pro- 
moters, the  result  ends  up  harming  long-term  investors. 

Managements  obsession  with  Wall  Street's  opinion  has 
given  the  class-action  bar  a  very  good  living  ("Mr.  Class  Ac- 
tion," Feb.  16 ,  p.  82).  These  lawyers  have  gone  too  far,  erect- 
ing obstacles  to  e<  wth.  Congress  has  acted  to 
shield  companies  from  or  forecasts  that  turn  out  to 
be  wrong.  Beyond  this,  th  rs  continue  to  siphon  off 
investors'  money  in  rich  si  s.  Corpor;  te  managers 
have  only  themselves  to  blame  iting  bull's-eyes  on 
their  own  backs. 

At  heart,  time  spent  with  in  d  the  I 
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extra  homework  involved  is  time 
not  spent  running  the  business. 
Logistics  services  provider  Ex- 
pediters International  believes 
this.  Chairman  Peter  Rose,  who 
answers  his  own  phone,  told  me: 
"I'd  rather  conduct  business 
than  waste  time  talking  to  Wall 
Street  analysts.  Sales  calls  are 
more  productive."  Rose  says  the 
company  holds  plenty  of  cash,  is 
not  for  sale  and  isn't  contem- 
plating any  M&A  activity  or  equity  offerings. 

He  will  talk  to  analysts  if  they  visit  him,  but  he  says  it's  time- 
consuming  and  unproductive  to  educate  new  analysts  who 
won't  be  in  their  current  jobs  long.  "They  ask  silly  questions 
like,  'What  is  your  personnel  turnover?'  I  reply:  'A  lot  lower 
than  yours.'" 

Has  this  approach  hurt  the  stock?  In  the  last  ten  years  the 
stock  is  up  an  annualized  33.4%,  compared  with  9%  in  price 
appreciation  for  the  S&P  500  Index. 

Conglomerate  Alleghany  Corp.,  which  includes  everything 
from  title  insurance  to  steel  fasteners,  has  a  publicity-shy  man- 
agement (no  Web  site)  and,  with  36%  of  the  stock  in  family 
hands,  a  relatively  small  trading  volume.  Since  analysts  like  big 
selling  volume  to  keep  their  trading  desks  occupied,  none  fol- 
lows the  company.  Still,  in  the  past  ten  years  the  stock  returned 
a  market-beating  12.6%  annually. 

John  D.  Johns,  chief  executive  of  Protective  Life,  told  me  I 
that  when  he  arrived  as  chief  financial  officer  in  1993,  he 
worked  with  analysts  to  get  the  insurer  noticed.  After  he'd  ac- 
complished that  goal  by  the  late  1990s,  he  switched  emphasis 
to  encouraging  employees  and  promoting  sales.  "It's  not  ex- 
citing to  spend  all  day  sitting  across  the  table  from  analysts 
promoting  our  stock  in  unseemly  ways,"  he  says.  Once  again, 
lack  of  earnings  guidance  and  schmoozing  with  analysts  hasn't 
hindered  the  stock,  which  is  up  12.8%  per  year  in  the  last 
decade. 

In  the  past  year  or  so  PepsiCo,  Coca-Cola,  AT&T,  McDon- 
ald's, Safeco  and  Mattel  have  joined  Washington  Post,  USA 
Interactive,  Gillette  and  Berkshire  Hathaway  in  forgoing  earn- 
ings guidance.  Some,  like  Protective  Life,  are  providing  analysts 
with  lots  of  company  data  in  the  hope  of  avoiding  surprises. 
That,  however,  is  it. 

Most  corporate  top  brass  should  curtail  if  not  eliminate 
direct  contact  with  analysts.  Give  them  all  the  nonconfidential 
data  you  can,  and  then  leave  it  to  the  analysts  to  analyze.        F 


j  A.  Gary  Shilling  is  president  of  A.  Gary  Shilling  &  Co.,  economic  consultants 
I  and  investment  advisers.  Visit  his  home  page  at  www.forbes.com/shilling. 


Yhe  Carlson  School. 
Different  paths,  same  destination. 


On  this  journey,  it's  not  just  the  scenery  that 
changes.  You'll  change,  too.  Your  vision  will 
become  clearer,  your  perspective  broader,  your 
instincts  sharper.  As  a  Carlson  School  student. 


The  Carlson  School  offers  the  nation's  most 
innovative  MBA  programs,  along  with  an 
acclaimed  Master  of  Business  Taxation  program, 
and  top-ranked  master's  programs  in  Healthcare 


you'll  get  more  than  a  world  class  education - 
you'll  experience  a  personal  transformation. 

Whether  you're  earning  an  undergraduate 
business  degree  or  pursuing  a  PhD,  the  Carlson 
School  towers  above  the  competition  -  with 
unmatched  connections  to  the  local  and  global 
business  communities,  a  faculty  ranked  7th 
nationally  in  research  productivity,  and  a  proven 
commitment  to  experiential  learning.  Teaming 
with  you  along  the  way:  A  student  body  born  to 
scale  the  heights  and  alumni  who've  already 
made  it  there. 


Administration  as  well  as  Human  Resources  & 
Industrial  Relations.  Whatever  the  route,  we'll  be 
your  guide. 


CARLSON  SCHOOL  PROGRAMS 


>  Master  of  Business  Administration 

>  Master  of  Healthcare  Administration 

>  Master  of  Business  Taxation 

>  Master  of  Human  Resources  &  Industrial  Relations 

>  Bachelor  of  Science  in  Business 

>  PhD  Programs 

Discover  the  difference  between  taking  a 
course  and  setting  one.  Visit  our  website  at 
www.carlsonschool.umn.edu,  or  call  toll-free 
877-625-6468  for  more  information. 


CARLSON 

SCHOOL    OF     MANAGEMENT 


University  of  Minnesota 


The  University  of  Minnesota  is  an  equal  opportunity  educator  and  employer.  ©2003  Regents  of  the  University  of  Minnesota 
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YOUR  INDISPENSIBLE 
GUIDE  TO  BUILDING 
WEALTH  IN  THE 
STOCK  MARKET! 


ml 


$50.00 

ORDER 


Sophisticated  investor  or  serious  beginner ... 
speculator  or  buy-and-hold  investor ...  you  will 
benefit  from  this  new  edition  of  the  famous 

FORBES  STOCK  MARKET  COURSE. 


is  easy-to-read  common  sense  guide  and 
ference  belongs  on  your  desk. 


In  a  challenging  and  volatile  marketplace  where  investors  match 
wits  every  day  ...  and  where  fortunes  are  made  and  lost ...  this 
new  edition  of  the  FORBES  STOCK  MARKET  COURSE  will  give  you 
information  and  background  you  must  have  to  navigate  your  way 
to  profits  ...  achieve  financial  success. 

To  reach  that  goal,  you  must  have  a  thorough  understanding  of  the 
wide  variety  of  investment  vehicles  now  available  to  individuals  ... 
you  must  be  aware  of  the  investing  process  and  of  the  risks  and 
rewards  inherent  in  whatever  investment  path  you  choose  to  follow  ... 
know  how  to  interpret  a  balance  sheet ..  understand  the  complexities 
of  financial  statements  ...  the  meaning  of  the  footnotes. 

You  will  find  yourself  referring  over  and  over  again  to  the  information 
packed  into  each  of  the  13  sections  of  this  updated  new  edition. 

You  will  get  a  better  understanding  of  everything  from: 
Building  Capital  to  Tax-Favored  Investment  Strategies 

•  Fundamental  and  Technical  Analysis  to  Financial  Statements 
Derivatives  to  the  Futures  Market  and  Hedging 
Treasuries  to  Mutual  Funds 

Once  you  dip  into  its  pages,  you'll  wonder  how  you  ever  got  along 
without  this  treasury  of  vital  information.  And,  while  you  are  placing 
an  order  for  yourself,  please  remember  the  FORBES  STOCK  MARKET 
COURSE  is  a  marvelous  gift  for  students  and  those  new  to  investing 
...  an  endless  source  of  wisdom  and  information  for  professionals 
and  small  investors  alike. 

For  FORBES  readers  only ...  a  special  pre-publication  offer! 

As  a  reader  of  Forbes  Magazine  you  are  invited  to  take 
advantage  of  a  special  pre-publication  price  of  just  $99.95  ... 

save  $50  off  the  regular  $1 49.95  price  others  will  pay.  (Order  now 
and  we  will  waive  the  shipping  and  handling  charge!)  Please  note 
this  is  a  limited  time  offer  so  mail  your  risk-free  order  today. 


PECIAL  INVITATION  FOR  FORBES  READERS  ONLY! 


□  My  payment  of  S_ 


is  enclosed 


YES!  Send  me        copie      th<  new  edition  of  the  Forbes  Stock  Market 

Course  at  the  special  pie  public  199.9!     ich  (no  additional  shipping 

&  handling  charge)  saving  gular  $149.95  price.  !  understand  my 

satisfaction  is  guaranteed.  I  may  in  days  if  I  decide  not  to 

keep  it,  for  a  full  refund.  For  fastest  s  toll-free  at  1-800-4?;i-0106. 


(Make  check  payable  to  Forties  Stock  Market  Course. 
NY  orders  add  8.625%  sales  tax.  CA.  DC,  GA.  II  and  TX.  add  sales  tax  as  required  by  law.) 

To  charge  your  credit  card  call:  1-800-429-0106 


Ship  to 


/please  print) 


Company 


Your  Guarantee  from  Forbes 

Should  you  decide,  after  examining  The  Forbes  Stock  Market  Course,  that  it 
does  not  meet  your  needs,  you  may  return  it  within  10  days  for  a  full  refund. 


Address 


City/State/Zip 


•■-.-, .  E-mail  Address 

Mail  to:  Forbes  Stock  Market  Course  •  P.O.  Box  1668  •  Lakeland,  FL  33802-9834 


JFRB030 


Health 


OHN  TURNER'S  LIFE  MAY  HAVE  BEEN  SAVED  BY 
hypochondria.  Last  spring  the  retired  New  York  City 
teacher  woke  in  the  middle  of  the  night  to  go  to  the 
hathroom.  He  noticed  that  the  color  of  the  water  in 
the  toilet  had  an  inexplicable  bluish  tinge.  Much  later 
he  figured  out  that  a  piece  of  blue  tissue  paper  had  fallen  into 
the  toilet  bowl.  But  at  that  moment  he  was  alarmed.  He  went  to 
urologist,  who  ruled  out  any  bladder  or  urinary  tract  prob- 
lems. An  ultrasound,  however,  turned  up  a  more  serious  condi- 
tion: an  abdominal  aortic  aneurysm  (AAA). 

An  aneurysm  is  a  bulge  in  an  artery  wall  that,  if  left 
untreated,  can  rupture,  resulting  in  death  eight  out  often  times. 
Although  aneurysms  can  occur  in  the  chest  (the  thoracic  variety 
killed  actor  John  Ritter  last  year),  90%  of  the  time  they  occur  in 
the  abdominal  aorta.  An  estimated  2  million  Americans  have 
bdominal  aortic  aneurysms,  mostly  men  who  smoke  and/or 
have  a  family  history  of  the  condition.  Since  AAA  screening  isn't 
part  of  a  routine  checkup,  doctors  believe  the  200,000  patients 
diagnosed  each  year  far  understates  the  real  number. 

Until  a  few  years  ago,  to  treat  aortic  aneurysms  surgeons  cut 
a  patient  from  breastbone  to  pubic  bone  and  replaced  the  dam- 
aged section  with  a  synthetic  tube.  The  still-popular  operation 
usually  required  an  eight-day  hospital  stay,  followed  by  a  six- 
week  recovery  period.  Fortunately,  the  docs  who  caught  John 
Turner's  aneurysm  said  he  was  eligible  for  a  relatively  new  pro- 
cedure, called  an  endograft,  a  vastly  improved  treatment.  Turner, 
60,  recovered  fully  in  two  weeks  and  is  now  as  healthy  as  ever. 

A  surgeon  performing  an  endograft  inserts  a  collapsed  stent, 
or  tube,  through  a  small  incision  in  the  groin  and  guides  it  to 
the  weakened  area.  The  6-inch  stent  is  then  expanded  so  it  will 
fit  snugly  inside  the  artery,  preventing  ruptures  by  taking  pres- 
sure off  the  weakened  wall.  Patients  are  in  the  hospital  for  only 
two  days  and  recover  in  two  weeks. 

The  flexible  stents,  most  of  which  are  manufactured  by 
Medtronic,  won  Food  &  Drug  Administration  approval  in  late 
1999  and  are  now  being  used  in  half  of  AAA  surgeries.  "Patients 
are-thrilled  by  the  ease  of  the  process,"  says  Dr.  George  Todd,  the 


From  the  Brink 
Of  Death 

Do  you  have  an  undetected  fault  in  your 
abdominal  aorta?  It  could  kill  you  in  a  minute. 

BY  MARY  ELLEN  EGAN 


►  By  the  Numbers 

Americans  have 
abdominal  aortic  aneurysms. 

of  cases  are  undetected. 


people  die  each 
year  from  ruptured  AAAs. 

of  all  aneurysms  are 
located  in  the  abdomen. 

AAA  surgeries  are 
performed  each  year. 

I"CTiTi^B 

Average  cost  of  an 
ultrasound  to  detect  AAA. 

Sources:  Medtronic;  Dr.  Craig  Kent. 


vascular  surgeon  who  oper- 
ated on  Turner  last  Novem- 
ber at  St.  Luke's-Roosevelt 
Hospital  in  Manhattan. 

The  stent  procedure,  while 
gentle  enough  to  be  used  on 
patients  too  sick  for  open 
abdominal  surgery,  is  not  for 
every  patient,  says  Dr.  Kenneth 
Ouriel  of  the  Cleveland  Clinic. 
The  stents  can't  be  placed  in 
AAA  surgeries  are  patients  whose  arteries  are 
unusually  narrow  or  wide,  nor 
in  those  whose  arteries  have 
lots  of  twists  and  turns,  which 
make  proper  placement  a 
nightmare. 

Another  problem  with  en- 
dovascular  repair,  for  the  insurance  company  if  not  the  patient, 
is  cost.  The  stent  operation  typically  costs  $5,000  more  than  open 
abdominal  surgery.  There's  also  a  5%  chance  that  the  graft  will 
slip,  requiring  an  additional  operation. 

A  couple  of  devices  in  the  works  could  address  some  of  these 
shortcomings.  Researchers  at  Atlanta-based  CardioMems  have 
developed  a  device  that  would  allow  doctors  to  monitor  endo- 
grafts  remotely  for  leaks  or  slippage.  (The  current  standard  of 
care  is  a  CAT  scan.)  Company  scientists  designed  a  dime-size, 
oval-shaped  sensor  that  can  monitor  the  blood  pressure  inside 
an  aneurysm.  The  sensor  is  put  into  place  at  the  same  time  as  the 
endograft  and  is  read  by  sweeping  an  electronic  wand  over  the 
abdomen.  An  increase  in  pressure  could  indicate  that  blood  is 
still  flowing  to  the  aneurysm  and  that  surgical  intervention  may 
be  required.  CardioMems  expects  to  begin  clinical  trials  this  year. 
EVA  Corp.  in  Bethesda,  Md.  has  developed  a  miniaturized  set  of 
metal  coils  called  an  endostaple  that  promises  to  anchor  endo- 
grafts  by  grabbing  the  aortic  walls  from  inside.  The  device,  if  it 
passes  clinical  testing  that  begins  this  spring,  would  be  a  boon  for 
patients  with  wide,  short  or  steeply  angled  abdominal  aortas.   F 
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Private  Powder 

No  lift  lines,  no  hoi  polloi.  At  Montana's  Yellowstone  Club 
skiers  schuss  a  members-only  mountain. 

BY  KERRY  A.  DOLAN 


FOR  KYLE  AND  LAURA  W [NNIr 
Newport  Beach,  Calif.,  it's 
adise.  Says  Laura,  "Our  boy 
and  9,  just  love  it."  She's  referring 
to  the  Yellowstone  Club, 5 
utes  south  of  Bozeman,  Mont.:  unci 
slopes  in  a  beautiful  locale,  with  t< 
challenging  enough  for  the  most  advanced 
skier,  fliere  are  seven  chairlifts,  with  eight 
more  planned.  V   when  the  Winning 
ited  right  before  (  In  istmas,  they  count<  d 
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only  16  nor.employees  on  the  freshly 
roomed  slope-.  Even  at  the  height  of  ski 
eason,  lift  lines  are  practically  unknown. 
The  club  occupies  22  square  miles  of 
itains,  \  alleys  and  rivers— much  of 
wilderness.  In  summer  there  is 
hiking,         eback  riding,  fishing.  In  July 
pen  an  18-hole  golf  course 
designed  b    former  British  Open  cham- 
pion lorn  V      kopf. 

\dmiti  to  this  pleasure  dome 


comes  at  a  price  as  steep  as  the  slopes. 
Prospective  members  must  show  a  net 
worth  of  $3  million,  plunk  down  an  initi- 
ation fee  of  $250,000,  pay  $16,000  in  an- 
nual dues  and  buy  property.  An  average- 
size  lot  is  2  acres  and  costs  $1.4  million,  tc 
which  must  be  added  the  cost  of  building 
a  home.  Members  waiting  for  their  home: 
to  be  finished  can  stay  in  one  of  42  loj 
cabins  (decorated  by  club  founder  Timo 
thy  L.  Blixseth's  wife,  Edra),  which  cos 


from  S415  to  $850  a  night.  Once  you've 
foot  the  bill  for  all  that,  though,  you  don't 
pay  anything  for  lift  tickets  or  greens  fees. 

More  than  a  few  of  the  140  members 
who  have  bought  so  far  will  tell  you  they 
think  they  got  a  good  deal.  A  nice  home 
on  2  acres  in  Vail  or  Aspen — assuming  you 
could  even  find  a  lot  that  big  proximate  to 
the  slopes — would  cost  just  as  much,  and 
you'd  still  have  to  share  the  slopes  with 
10,000  schmoes. 

N  loney  alone  won't  gain  you  entry  to 
the  club.  You  must  also  pass  Blixseth's  sniff 
test.  Blixseth,  53,  claims  he  once  tore  up 
the  SI  million  check  of  a  prospective  mem- 
ber who  insulted  one  of  the  club's  waiters. 
(The  place  has  three  restaurants.)  He  also 
says  that  as  self-described  "benevolent  dic- 
tator" he  reserves  the  right  to  eject  any 
member,  after  paying  back  the  miscreant's 
fees.  So  far  he  hasn't  had  to  do  it. 

Some  disgruntled  Bozemanites  wish 
that  they  could  blackball  Blixseth.  The  de- 
veloper caught  considerable  heat,  for  ex- 


with  Blixseth  over  alleged  violations  of  the 
Clean  Water  Act,  including  the  discharge 
of  waste  without  a  permit  and  the  deposit 
of  fill  material  in  wetlands.  Timothy  R. 
Stevens  of  the  Greater  Yellowstone  Coali- 
tion, an  environmental  group  in  Boze- 
man,  calls  it  "a  pattern  of  seemingly  will- 
ful violations."  Responds  Blixseth:  "We 
have  22  square  miles  and  the  alleged  dis- 
turbances are  on  less  than  3  acres.  Proba- 
bly on  most  developments  contractors 
make  some  mistakes." 

A  son  of  Norwegian  immigrants, 
Blixseth  grew  up  poor  in  Roseburg,  Ore. 
He  skipped  college  in  order  to  try  making 
money  in  Hollywood  as  a  musician  and 
songwriter.  That  didn't  pan  out,  so  he 
went  back  to  the  business  he'd  known 
growing  up:  timber.  He  built  a  fortune 
buying  and  selling  land,  only  to  go  bank- 
rupt in  1981.  He  rebounded,  forming 
Crown  Pacific  Lumber  with  a 
Portland,  Ore.  partner.  In 
1991,  having  sold  his  share  of 


foresees  a  club  membership  of  864.  At  that 
size,  dues  of  $13.8  million  would  provide 
enough  revenue  to  keep  the  place  running 
and  to  accrue  a  reserve.  The  entire  project, 


ample,  when  in  2001 — at  the  height  of  fire 
season — he  unleashed  a  20-minute  fire- 
works display  as  part  of  an  annual 
wingding  at  the  club  called  "Camp 
Blixseth."  Though  fire  trucks  were  present, 
and  though  a  permit  had  been  obtained, 
Bozeman's  newspaper  dubbed  the  inci- 
dent "a  serious  lapse  in  judgment." 

Montana's  Department  of  Environ- 
mental Quality  and  the  U.S.  Environmen- 
tal, Protection  Agency  are  in  negotiations 


that  business,  he  paid  $19  million  for 
140,000  acres  of  timberland  near  Yellow- 
stone National  Park.  At  $136  an  acre,  he 
says,  "it  was  the  last  great  buy."  He  subse- 
quently swapped  it  for  the  Yellowstone 
Club's  acreage  (plus  other  parcels  else- 
where in  the  state). 

Originally  he  intended,  he  says,  to  cre- 
ate a  small  retreat  for  his  own  family  and 
a  few  friends.  But  as  more  friends  ex- 
pressed interest,  his  vision  grew.  Now  he 


Moguls  for  moguls:  Founder  Tim 
Blixseth  (with  wife,  Edra)  has  built 
seven  lifts,  three  restaurants, 
a  golf  course  and  pool. 


he  thinks,  will  cost  $225  million.  Of  that 
he's  spent  about  three-quarters  already, 
with  most  of  the  money  coming  from 
sales  of  memberships  and  real  estate. 

There  were  days,  right  after  the  resort 
opened  in  1999,  when  Blixseth  felt  any- 
thing but  confident.  "Almost  every  morn- 
ing in  the  inceptive  years,  I  thought,  'God, 
I  hope  this  works,' "  he  says.  When  he  got 
to  50  members,  he  breathed  easier. 

Those  who  have  made  the  cut  include 
former  Congressman  Jack  Kemp,  skiing- 
movie  producer  Warren  Miller  (who  serves 
as  the  club's  director  of  skiing),  former  Vice 
President  Dan  Quayle,  bicycle  racer  Greg 
LeMond  and  golfer  Annika  Sorenstam. 
The  nonfamous  include  self-made  busi- 
nessmen, venture  capitalists,  investment 
bankers  and  at  least  one  Hollywood  pro- 
ducer. "We  thought  it  would  be  a  bunch  of 
snooty  rich  people,  but  it's  not,"  says  Laura 
Winning.  A  corporate  officer  at  a  large  U.S. 
company  gushes,  "It's  a  great  set  of  mem- 
bers." Heck,  it's  all  enough  to  make  a  guy 
want  to  shoot  off  flares.  F 
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»is  piece  or  legislation  sem 
»y  CFOs  running  for  cover, 
that  was  last  year. 
i  year  the  legislation  become: 
and  every  CFO  will  need  to 
le  to  terms  with  this  corporat 
iging  piece  of  history— now- 
from  every  possible  angle. 


Featured  Speakers  Include: 


CEO,  Forbes;  Editor-in-Chie 
pnrbes  magazine 

,cott  Davis,  CFO,  UPS 

Sushovan  Hussain,  CFO, 
Autonomy 

rl  Shanks,  CFO,  ConvergJ 

Howard  Smith, 

Vice  Chairman;  CFO,  AIG 

To  register  contact  Jessica  Kouvaros 
2-367-352I;  jkouvaros@forbes.com 
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fO-Bl"RN  -     What  if  you  could  stop  a  fire  before  it  starts? 
ound  impossible?  No-Burn-  is  an  amazing  fire  retardant  that 
•nders  a  wide  array  of  materials  incapable  of  being  set  on  fire, 
re  needs  three  things  to  burn:  fuel,  oxygen  and  heat.  This  is 
iowti  as  a  fire  triangle.  As  long  as  there  is  a  fuel  source  with 
lough  oxygen,  the  fire  will  continue  to  grow  in  size  and  intensi- 
rapidly  spreading  to  other  fuel  sources.  No-Burn  -  technology 
designed  to  deprive  the  fire  of  fuel,  increasing  the  extra  time  to 
fely  evacuate  a  structure.  These  products  are  safe  to  use 
roughout  the  home  and  office.    All  of  our  products  are  non- 
xic.  non-carcinogenic  and  have  proven  to  reduce  smoke  up  to 
D°o. 

This  past  year  proved  to  be  a  horrific  example  of  fire-related 
:aths  and  property  damage.  From  the  devastating  fire  at  the 
tation  Nightclub  in  Rhode  Island  to  the  Southern  California 
ildfires.  2003  will  go  down  in  history  as  one  of  the  worst  fi  ro- 
tated years  we  have  seen. 

No-Bum    ,  "Your  Silent  Fireman,"  is  committed  to  protecting 
>ur  family,  your  home  and  your  business! 

IlCHAEL  SEID  &  ASSOCIATES      MSA  provides  domestic 

d  international  franchise  advisory  ser\  ices  to  established  fran- 
usors,  companies  seeking  to  establish  franchise  and  licensing 

stems  and  companies  converting  to  franchisee  ownership. 
For  companies  contemplating  franchising,  our  Feasibility 
ssesMiient  assists  in  determining  whether  franchising  is  the 
ght  distribution  method  to  meet  their  goals. 


Franchise  Opportunities 


Franchise  Your  Business 


We  wrote  the  book  on  franchising 


*Mk 


Michael  H.  Seid  &  Associates,  LLC 

Contact:  Kay  Ainsley,  770-794-0746 
or  visit  our  website, 
www.msaworldwide.com 


Help  Wanted! 

Picture  Yourself  on  a  Winning  Team! 

Expetec  Franchisees  provide 

♦  Maintenance  Contracts 

♦:♦  Computer  Service  and  Repair 

♦  Networking  Services 

♦  Consulting  Services 

For  mare  information  an  joining  us.  see  our 

website:  www.oxBetoc.coin,  or  contact 

Vonria  Kuslar  at  888-297-2292.  ant.  3085. 


rhtuilogy  Services 


We  pnvide  In  N»use  f initial 
H  Buililiad  prespecis 


Butter  Safe... 


than  Sorry 


•  Every  18  seconds,  a  fire  department  responds  to  a  fire. 

•  Nationwide,  there  is  a  civilian  fire  death  every  2  hours. 
According  to  the  National  Fire  Protection  Association,  85%  of  all 
fire  deaths  happen  in  the  home,  where  most  people  feel  the  safest. 

•  NO-BURN's  amazing  fire-inhibiting  properties  can  prevent 
devastating  fires  before  they  start. 

•  NO-BURN  makes  ordinary,  flammable  items  highly  resistive  to  fire. 

•  NO-BURN  can  drastically  slow  the  spread  of  a  fire. 

•  BECOME  A  NO-BURN  DEALER. 

Call  or  write  for  your  FREE  Information  Pack! 


-BURN® 


P.O.  BOX  299 

Wadsworth,  OH  44282 

www.noburn.com 


@  W  ®*s 


more  information  on  the  featured  companies  visit  www.fi 


Special  Advertising  Section 


GYM 
BRAND 

fSponmg  Coo*  Business  200212003) 


<Q 


CO-ED  FITNESS 

FRANCHISE       -  n  .  BILL|0n  industry 

(franch.se  Times  200212003)  >|J.I     °ILL"" 

39  YEARS   •   650   GYMS   •   3    MILLION   MEMBERS   •   ONE   GREAT   NAME 


goldsgym.com/franchise 

or  call  800-457-5375  x3063 


SECURE  DOCUMENT  DESTRUCTION 

Not  a  franchise.  No  royalties.  Direct  from  manufacturer. 


ariKcLr- 1  c\_n 


toll  free  1.800.465.3214 
e.mail:  shred@shred-tech.com   web:  www.shred-tech.com 


Future  Franchise 
Opportunities  Sections 

Forbes  is  running  another  three 
sections  this  year: 

Edition  Dates: 


April  26 
October  4 
November 


If  you  Would  like  more  infonti&iion  or  are 

interested  in  advertising,  please  call 

(212)  S()9-3iS0  or  e-mail  ihc  Forbes  Franchise 


Team  on  f< 


[nonuoosemcclia.com 


Franchise  Opportuniti 


Our  straight-forward,  practical  approach  to  problem  solvini 
has  earned  us  the  reputation  of  being  able  to  deliver  strategies 
that  can  be  effectively  implemented  by  our  clients  rather  than 
offering  pre-packaged  programs.  We  develop  long-term  rela- 
tionships with  our  clients  who  range  from  large  corporations  to, 
start-ups. 

EXPETEC    The  Expetec  solution  offers  mobile  on-site,  high- 
level  technology  services  to  commercial  and  consumer  cus- 
tomers. This  includes  computer  break/fix,  outsourced  IT  servic 
es,  retail  information  systems  (POS)  services,  web  design  and 
hosting  services,  and  networking. 

Training  is  a  three  week  program  conducted  at  the  E- 
Institute,  a  state-of-the-art-training  center  at  the  corporate  hea 
quarters,  and  covers  all  aspects  of  operating  your  business. 

Continuing  support  is  provided  through  E-Net,  the  Expetec] 
online  franchise  support  system;  local  marketing  and  promo 
tional  materials;  national  call  center;  quarterly  newsletters; 
annual  conference;  toll-free  franchisee  support  line;  and  more. 

Expetec  also  offers  in-house  financing  with  as  little  as 
$5,000  cash  down. 


Gold's  GYM    Gold's  Gym  is  the  most  recognized  name  ir 
fitness.  Our  franchise  is  a  healthy  alternative  to  many  other 
franchise  concepts.  The  Gold's  Gym  franchise  program  has 
been  designed  to  give  top  gym  operators  and  entrepreneurs 
around  the  world  the  opportunity  to  benefit  in  the  $13.1  billio ' 
fitness  industry.  We  provide  award-winning  advertising  and  tl 
most  comprehensive  training  in  the  industry;  we  also  offer  the 
power  in  numbers  to  our  franchisees  which  saves  time  and 
money  when  dealing  with  suppliers.  Above  all,  we  offer  the 
power  of  the  Gold's  Gym  brand  which  is  apparent  in  the  stan 
dards  we've  set  for  over  39  years  as  the  leader  of  the  fitness 
industry. 


SHRED-TECH     Take  advantage  of  the  rapidly  expanding  oi 

site  document  destruction  security  business  by  purchasing  a 
Mobile  Document  Destruction  System  direct  from  Shred-Tec 
the  original  system  manufacturer.  The  destruction  of  confide 
tial  documents  is  an  essential  business  task  and  a  lucrative  bu 
ness  opportunity! 

This  is  not  a  franchise.  There  are  no  franchise  fees,  royal- 
ties, or  residuals;  resulting  in  greater  net  returns  for  you! 

As  the  innovator  and  premier  manufacturer  of  Mobile 
Document  Shredding  Systems,  Shred-Tech  has  witnessed  firs 
hand  the  exciting  growth  experienced  by  this  industry.  There 
are  more  than  500  successful  Shred-Tech  vehicles  operating  i 
North  America  and  Europe  today.  However,  there  are  many 
marketplaces  where  the  service  is  still  virtually  untapped.  If 
you  are  ready  to  take  advantage  of  your  entrepreneurial  spiril 
and  sales  skills,  then  this  opportunity  may  be  for  you. 

ACE  CASH  EXPRESS  In  the  1950s,  convenience  came  t< 
the  restaurant  business  in  the  form  of  fast  food.  In  the  1970s 
convenience  came  to  the  grocery  business  as  convenience 
stores.  Now,  you  can  bring  convenience  to  the  banking  busi- 
ness by  joining  a  leader  in  retail  financial  services.  ACE  Ca; 
Express,  Inc.  is  the  largest  owner,  operator  and  franchisor  of 


Special  Advertising  Section 


ck  cashing  stores  in  the  United  States.  At  ACE.  we  under- 
ld  the  importance  of  striving  to  run  a  consistent  race  for 

ancial  prosperity.  In  first  quarter  fiscal  year  2004,  we  served 
million  customers  and  processed  $2.4  billion  in  transactions. 
E  provides  comprehensive  training  programs  for  franchisees 
by  a  team  of  experienced  professionals.  We  invite  you  to 

:ome  a  franchise  owner  today. 

^NDYMAN  CONNECTION®    According  to  Harvard 
iversity's  Joint  Center  for  Housing  Studies  over  26  million 
Tieowners  spent  more  than  S 1 65  billion  on  residential  home 
>airs  and  improvements  in  1999-2001.  The  entire  residential 
nodeling  repair  industry  now  rivals  new  home  building  in 

With  an  estimated  750,000-800,000  remodeling  contrac- 
s,  this  industry  remains  highly  fragmented  and  is  character- 
d  by  easy  entry,  high  failure  rates,  and  unreliable  service. 

One  company.  Handyman  Connection*,  is  leading  the 
lustry  in  changing  this.   In  less  than  10  years  Handyman 
nnection  K  grew  from  a  single  business  enterprise  into  the 
th  largest  Home  Improvement  Company  in  the  U.S.  with  over 
[)  franchises  in  the  U.S.  and  Canada.  In  2003,  the  average 
ndyman  Connection  H  franchise  had  revenues  greater  than 
'o  of  all  home  remodeling  firms  in  the  U.S.  Handyman 
nnection  *'s  experience  and  unique  business  model  addresses 
of  the  homeowners  concerns  while  providing  a  significant 
siness  opportunity  for  entrepreneurs. 


When  building  a  business,  it's  important  to  have  a  winning 

team  in  the  stable.  ACE  America  s  Cash  Express  has  a 
proven  track  record  of  systems,  support  and  brand  name. 


Find  out  how  to  open  your  own  ACE  Franchise 
and  start  your  race  today. 


<300)-71 3-3338 
www.acecashexpress.com 


A 


Making  the  Most  of 
Your  Abilities? 


With  a  Handyman  Connection® 

franchise  you  can  use  your 
business  skills,  management  ability, 
plus  your  own  exacting  standards 
to  build  your  own  business  for 
years  to  come.  A  Handyman 
Connection®  business  has  limited 
overhead,  few  employees,  no 
inventory,  no  accounts  receivable, 
and  no  capital  equipment 

Since  I99I, we've  changed  the  way  homeowners  shop  for  home 
repairs.  Each  year  we  "connect"  over  5,000  skilled  craftsmen  with 
busy  homeowners.  Our  time-tested  Tools  for  Success31  proprietary 
systems  have  set  the  standard  in  the  industry.  Make  no  mistake, 
Handyman  Connection®  is  the  original  among  imitators. 

To  learn  about  how  our  franchise  partners  have  been  transforming  the  home 
repair  business  for  the  last  12  years,  please  call  Scott  Oaks  at 
1-800-466-5530  ext  116,  or  go  to  www.handymanconnection.com. 


©Handy 
CONNEC 


Handyman 

CONNECTION. 


Own  i  Slice  of  (he  Fie 

If  you  have  a  passion  for  pizza  and  success, 
Papa  John's  wants  you  as  a  franchisee. 

Benefit  from  our  commitment  to  quality. 

l'apa  John's  was  founded  in  1985,  on  the  principle  that 
better  ingredients  make  better  pizza.  We  emphasize 
premium  ingredients,  including  our  original  crust  dough 
(never  frozen),  and  our  tomato  sauce  made  from  fresh 
tomatoes  (never  concentrated). 

Now  is  your  opportunity. 

We  are  seeking  highly  qualified  individuals  and  companies 
to  help  us  grow  our  brand  throughout  the  world 
(nearly  3,000  restaurants  worldwide).  If  you  are 
looking  for  a  great  business  opportunity  and 
hav<.  a  passion  for  making  a  better  pizza, 
please  contact  us  today  for  more 
information: 

Papa  John's  International,  Inc. 
Domestic  Franchising  Department 

RO.  Box  99900 
Louisville,  Kentucky  U.SJi.  40269-0900 

Fax:  502-2614324 
email:  franchise_domcstic(o  papajohns.com 
web:  www.papajohns.com 


America's  Cash  Express 


k  more  information  on  the  featured  companies  visit  www.forbes-directories.conx  fr 
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Instant  Advertiser  Information  to  receive/ree  information 

from  Forbes  advertisers  visit  their  web  sites  or  call  the  listed  phone  numbers 


Ai/rotfjof/ve 

Acura  (2004) 
www.acura.com 
^  Aston  Martin 
866-NA-  Aston 
www.astonmartin.com 
^  BMW  X3 
800-334-4BMW 
Bmwusa.com/newX3 
^  Land  Rover  North  America 
800  FIND  4WD 
www.landroverusa.com 
^b  Land  Rover:  Range  Rover 
www.landrover.com 
^5  Toyota 

www.toyota.com/tomorrow 
^  Toyota  Motor  Sales  (2004) 
800-GO-TOYOTA 
www.toyota.com 


Business  to  Business 

GE 
www.ge.com 


Compu  terlTech  n  ology 

VERITAS  Software  Corporation 
(NASDAQ:  VRTS) 
Tel:  1-800-327-2232(1 
1-650-527-8000  (outside  l 
www.veritas.com 

Xerox  Office  Group 
I -877-362-6567  ext.  1932 
www.xerox.com/olTico 
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Dental  Care 

^  American  Dental  Association 
1-800-232-7698  Ext.  264 
www.ada.org/Source  Code  264 

Financial  Services 
^  AMERICAN  CENTURY 
INVESTMENTS  (2004) 
www.american  century.com 

Travel 

^  American  Airlines 
www.aa.com 


Business  Classified 

^b  Academic  Resource  Center 
1-800-951-1203 
www.arrc.org 

^  Airzone  Recreation,  Inc. 
1-877-767-9663 
www.airzonerecreation.com 
"f3  AtlanticTime.comWatches 
1-949-464-1103 
www.atlantictime.com 
^  The  Bright  Spot 
1-800-736-0126 
www.thebrightspot.com 
b  Delaware  Business  Inc. 
1-800-423-2993 
www.e-incorporate.com 

Ciallery  Art 
1-888-932-6166 
www.gallart.com 

Holiday  Timeshares  Resales 
)4  0307 
wv>  iv.holidaygroup.com 


^  InfoUSA 

1-800-555-5335 

^  InvestForClosurers  Financial 

1-847-289-0269 

www.investforclosures.com 

^&  John  Christian  Designers 

1-888-646-6466 

www.ringbox.com 

^5  National  Discount  Cruise  Co. 

1-800-788-8108 

www.nationaldiscountcruise.com 

^  National  Watch  &  Diamond 

Exchange 

215-627-5626 

www.nationalwatch.com 

^  Nationwide 

1-800-995-0049  ext.  1862 

www.renovateamerica.com 

^  Publishers  Guild,  Inc. 

1-800-399-0892 

^  Posture  Education  Products 

1-800-392-0363 

www.postureeducation.com 

^  R.B.  Wieson  &  Co.  Inc. 

1-800-880-7202 

^&REMS 

1-800-471-0856  ID  #3333 

www.daringarman.net 

^RSA 

1-815-963-1497 

www.robertsmithand  associates.topchiro.com 

^  Six  Thirty  Three  M.G. 

1-866-459-0766 

www.sixthirtythreemusicgroup.com 

^  Steven  Sears  CPA/Attorney 

1-949-262-1100 

www.searsatty.com 

^9  =Web  visit  phone  call  only 


ForbeS  DisplayClassmed 


Newsletter 


NANOTECH  IS  HOT- 
BUT  DONT  GET  BURNED! 

Nanotechnology  is  changing  the  world  and 
i  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  F  amel 
(FLML)at$1.60  and  it  is  now  over 
$25. ..our  Nanosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 
recommendation  popped  31.49%  in  one 
week.  But  beware  of  the  hype!  The 
Forbes/Wolfe  Nanotech  Report  separates 
the  true  leaders  from  the  overpriced. 
be  Risk-Free,  save  67.5%,  pay  just 
:  get  2  Free  Reports. 
Call  800-523-7967  or  go  to 
www.forbeswolfe.corri/frb 


Timeshare 


TIMESHARES 


sjv«  up  10 

70 


,  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  t  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  (800)  704-0307 


HOLIDAYGROUP.com 


Watches 


EHT^EESHUS 


^ 


GREAT  DISCOUNT  PRICES! 

•  TAX  FREE 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CART1ER,  OMEGA,  TAG,  ETC.^igg^ 

CALL  NOW  ( 949 !  470-4545 

i!i.\':iMW}MM!.\*am 


Education 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  Irfe  and  work  experience  Bachelor  s, 
Master  s,  and  PhD  degrees  in  most 
fields.  No  residency  requirements 
Free,  prompt,  and  confidential 
evaluations  Guaranteed  Student  Loans. 
"1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


Forbes 

Subscriber  Service 

To  order,  change  address 
or  other  customer  service, 

call  1-800-888-9896 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Section 

Call  Media  Options 

1 -800-442.6441 

mediopt@aol.com 


Investments 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It  s  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-426-8701 

CEO  847-341-4325 

Website  www.investforclosures.com 

Email  info@investforclosures.com 


Discount  Cruises 


Radisson  Seven  Seas 

CRUISES 


1-800-788-8108 


OUR  37th  YEAR 

vmvi.nationaldiscomtcruise.com 


Legal  Services 


Award 

Winning 

Book 

Order  Now 

uunmtnntm 

;  MM  ASSET 
i  PROTECTION 
|  STRATEGIES 

JF* 

Steven  Sears,  CPA  •  Attorney  at  Law 
949-262-1100  •www.searsctty.com 

Mailing  Lists 


Sales  Leads  &  Mailing  Lists 


14  Million  Businesses  •  Select  by  geography,  sales  volume, 
business  type,  contact  name,  credit  rating,  and  more 

250  Million  Consumers  -  Select  by  age,  income,  home  value, 
buying  behavior,  geography,  and  more 

Customer  Analyzer  &  Prospect  Builder  •  Analyze  your  current 
customers  S  m  prospects  that  match  Free  analysis  S  25  Free 
prospects  at  infoUSA.com 


*s^  1-800-264-4241 


Art  Wholesale 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol.  Neiman,  Erte ,  Agam, 
Dali,  Haring.  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon.  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  'www.Gallart.com 


Charge  your  ad 


Business  Opportunities 


www.e-incoroorate.com 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 
Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits. 

Complete  Training. 

Call  for  Free  Information. 

800-995-0049  ext.  1862 


$250,000  Profit 

First  year  in  business 

if  you  are  a  serious  person  who  wants 

to  make  serious  money. 

We  have  the  program  for  you. 

Investment  only  $14,900 

Call  1-800-399-0892 
You  Will  Make  Money 


Revolutionary 

1  Blue  Chip  Property  Formerly  Unavailable 

•  Lifetime  of  Residuals 

•  Get  In  On  THE  Multi-Billion  $  Industry 

•  Exclusive  First  Time  Offer 

Do  NOT  Miss  This 

Call  1-888-920-INVEST 


OIL  WELLS  for  SALE 

100%  working  interest  in  7  wells, 

netting  $6,500  per  mo. 

Price  $200,000. 

Upside  potential. 

1-800-880-7202  or  call 
Cell  806-548-0760 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 

Escape  Financial  Prison  and 

Truly  Profit  From  America's 

Heartland" 

In  This  FREE  Report  I  reveal  the 

easy  to  implement  apartment  and 

commercial  property  investment 

system,  with  a  10  year  track  record. 

that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 

heartland  of  the  U.S.  With  No  Time 

Consuming  Management  Necessary 

-  and  how  I  discovered  it  years  ago 

while  working  as  a  prison  guard. 

www.daringarman.net  or 

FREE  Recorded  Message  At 

1-800-471-0856  ID#3333 


Popular  Science  quotes 
"Finally  someone  has  got  it  right" 
Other  magazines  say  "Airzone 
Recreation  Revolutionizes  camping!" 
Outdoor  Life  says  "Tent  poles  are  now 
outdated".  Internationally  patented. 
WORLD  CLASS  PRODUCTION 
MANUFACTURING  IN  PLACE. 
Call  Marc.  250-491-9228 
WWW.AIRZONERECREATION.COM 


Advertisement 


Jewelry 


John  ±  Christian 


Designers  a  Craftsmen 


_       .    Jour     ^ 

Anniversary  'Date 

in  Roman  Numerals! 

•December  11,1998 
XII  XI  MCMXCVNI 

14K  GOLD  $690 
3  Day  Rush  Available  -  Free  Catalogue 


RINGBOX.COM    1-888-646-6466 


Watches 


NATIONAL  WATCH  &  DIAMOND 
•  BUY  .  SELL  •  TRADE 


OVER  300  PRE-OWNED 
ROLEX  IN  STOCK 

also  Cartier,  Breitling  &  Tag 

Largest  Selection  of 

Certified  Diamonds 

1-800-8-WATCHES 

Visit  Our  Web  Site:  nationa lwatch.com 

8lh  &  (heslnul  Streets,  Philo  ,  PA  NWB  nnoKnoftualRoinimta 


Lamps  &  Lighting 


thebnqhtspot.com 


^Website  and  catalog  of  Mission, 

Mica,  Tiffany  lamps  and 

lighting  fixtures. 

Kichlers  Canyon  View  Outdoor 

The  Bright  Spot,  Inc. 
i         800-736-0126 
www.thebrightspot.com 


!ness  Financing 


Get  up  to  $40  Million 

Private  lenders  have  funds 

available  NOW! 

Low  interest  rates.  Fast  closing. 

Call  RSA  at 

815-963-1497 


Health/Back  Pain 


m«iMiM 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist 

Posture  Education 

609  Sleepy  Hollow  Road 

Briorchff  Manor,  NY  10510 
www.poslureeducation.com 


CALL  TOLL-FREE  1-800-392-0363 


THOUGHTS 

On  the  Business  of  Life 


When  does  a  restaurant  called  United  States  Steakhouse  Co.  turn  into  "Uncle  Sam's 
Restaurant"?  When  most  of  the  customers  stop  ordering  steaks.  Writes  proprietor 
Peter  Aschkenasy:  "After  ten  years  as  the  'meat  &  potatoes'  U.S.  Steakhouse,  we've 
changed  our  name.  We  are  now  Uncle  Sam's.  Why?  People  are  eating  less  and  less  red  meat,  and  more 
and  more  fish,  chicken  and  salads.  Our  customers  have  changed  their  dining  habits."  Imagine,  that 
staple,  the  steakhouse,  is  now  an  endangered  species.  — MALCOLM  S.  FORBES  (1986) 


Old  people  shouldn  't  eat  health  foods. 
They  need  all  the  preservatives  they 
can  get. 

—ROBERT  ORBEN 


My  health  is  good;  it's  my  age 
that's  bad. 


-ROY  ACUFF 


After  age  70  it's  patch,  patch,  patch. 

—JIMMY  STEWART 


The  best  cure  for  hypochondria  is 
to  forget  about  your  body  and  get 
interested  in  somebody  else's. 

—GOODMAN  ACE 


As  for  me,  except  for  an  occasional  heart 
attack,  I  feel  as  young  as  I  ever  did. 

—ROBERT  BENCHLEY 


It  is  more  profitable  for  your 
congressman  to  support  the  tobacco 
industry  than  your  life. 

—JACKIE  MASON 


all  times. 

SATCHEL  PAIG1 


The  preservation  of  health  is  a  duty. 
There  is  such  a  thing  as  physical  morality. 
—HERBERT  SPENCER 


Health  nuts  are  going  to  feel  stupid 
someday,  lying  in  hospitals  dying 
of  nothing. 

—REDD  FOXX 


I  get  my  exercise  acting  as  a  pallbearer 
to  my  friends  who  exercise. 

— CHAUNCEY  DEPEW 


Flies  spread  disease.  Keep  yours  zipped. 

—ANONYMOUS 


When  I  told  my  doctor  I  couldn't  afford 
an  operation,  he  offered  to  touch  up  my 
X  rays. 

— HENNY  YOUNGMAN 


My  doctor  gave  me  two  weeks  to  live. 
I  hope  they're  in  August. 

—RONNIE  SHAKES 


I  knew  a  man  who  gave  up  smoking, 
drinking,  sex  and  rich  food.  He  was 
healthy  right  up  to  the  time  he  killed 
himself. 

—JOHNNY  CARSON 


A  Text... 

If  thine  enemy  be  hungry,  give  him 
bread  to  eat;  and  if  he  be  thirsty, 
give  him  water  to  drink. 

—PROVERBS  25:21 

Sent  in  by  R.  Malcolm  Privette,  Gainesville,  Fla. 
What's  your  favorite  text?  Forbes  Book  of  I 
Quotations:  Thoughts  on  the  Business  of  Life  is  I 
given  to  senders  of  Bible  texts  that  are  used.  ■ 


More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  the 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax 
To  order,  please  call  toll-free,  1-800-876-6556. 
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'WARD 


FULLY  INVESTED  IN  OUR  CLIEN 


Traditional  model:  An  investment  firm's  headquarters  tells  its  financial  consultants  what  they 
should  sell  to  their  clients. 

A.G.  Edwards'  model:  Our  Home  Office  is  the  support  staff,  not  the  master.  Its  sole  purpose  is  tc 
provide  a  vast  array  of  resources  to  help  our  financial  consultants  help  you  — from  researcf 
reports  to  leading  technologies  to  unparalleled  training  to  whatever  else  it  takes. 


Our  belief:  Financial  consultants  should  serve  their  clients'  interests  and  nothing  else. 

That  means: 


NO  PRODUCT  SALES  QUOTAS  TO  MEET. 
NO  INCENTIVE  TO  MOVE  COMPANY  PRODUCTS. 


EVERYTHING  OUT  IN  THE  OPEN. 


IS 


at's  different. 


Bottom  line:  It's  about  our  clients.  And  after  our  clients,  come  our  clients.  There  is  no  close 
second.  This  was  our  belief  back  in  1887  when  we  started  A.G.  Edwards.  It's  our  belief  nov 
And  it  will  be  for  the  next  117  years. 

To  meet  with  an  A.G  Edwards  financial  consultant,  visit  wvjw.agedivards.com  or  call  (866) 379-42431 
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THE  NEW  F     LL-SIZE  NISSAN  PATHFINDER  ARMADA.  How  bgsus 

Nissan  Endurance  V8  c :        ■.  Available  4WD.  And  our  optional  Nissan  Mobile  Entertainment  System-DVD.  Everything  you  ne 

Nissan,  tno  Nissan  Brand  Symbol,  .  ■  san  trademarks.  Tread  Lighl  Vlways  wear  your  seat  bolt,  and  please  don't  drink  and  dri 
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a/  about  generous  room  for  up  to  eight?  Fold-flat  2nd-  and  3rd-row  seating.  A  potent  305-hp,  5.6-liter 
ake  everyone  just  about  anywhere.  For  more  information,  call  800-NISSAN3  or  visit  NissanUSA.com. 
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SHIFT_  scale 


BEATING  DOWN  SUPPLIERS 
ON  PRICE  UNTIL  THEY 
CAN'T  GET  UP? 


THIS  IS  NOT  SPEND  MANAGEMENT. 


STRATEGIC  SOURCING  THAT  RESULTS  IN  THE  BEST  DEAL  FOR  EVERYONE  IS. 

Sure,  hitting  suppliers  for  a  lower  price  can  drive  savings.  But  quality  may 
be  more  important  than  price.  Or  service  may  be  more  important  than  both. 
When  you  move  beyond  a  one-size-fits-all  approach  to  sourcing,  that's  Spend 
Management.  And  that's  Ariba.  We  can  help  implement  strategies  that  evolve 
supplier  relationships  and  transform  your  business.  To  get  your  complimentary 
copy  of  our  helpful  guide,  "Seven  Habits  of  Effective  Sourcing  Organizations." 
please  call  us  at  1-866-772-7422  or  visit  www.ariba.com/source. 


Ariba  Impacts: 

Direct  Materials 
Services 
Facilities 
Capital  Goods 
IT  Equipment 
MRO  Goods 
Outsourcing 
and  more... 


ARIBA® 

This  is  Spend  Management 


STRATEGY 


ANALYSIS 


SOURCING 


PROCUREMENT 


SUPPLIERS 


Edward  Jones  financial  services  improved  clie 
8500  offices  to  quickly  highlight  investme 


Learn  more:  www.xerox.com/arn  For  a  sales  rep:  1-800  ask  XEROX  ext.LEij 

O  7002  XIRiX  CORPORATION  <-  a  ,n  i0  look  at  it  are  trademarks  of  XEROX  CORPORATION 


Nations.  They  chose  Xerox  color  printers  for 
)portunities.  There's  a  new  way  to  look  at  it. 


The  document  company 

XEROX 


Common  Name:  Spider\ 
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SPDR;  the  compi  '?.  S&P  500  in  one  share. 

Fina  e:  visit  www. amex. com/SPY  or  call  1  -Soo-THE  AMEX. 


\\  PS 


So.lt>  111  short  and  long-term  capita! 
all  I-SOO-I  111    AMI  ivww. amex. com/SPY. 

itOP  for  the  SPDR    Trust,  a  unii  investment  trust. 


zbitat:  The  Amex,  Genus:  S&P  500./* 


Add  some  "biodiversity" 
to  your  portfolio  with 
one  of  the  world's  fastest 
growing  investments. 
Spiders  (SPY)  are  exchange 
traded  funds  that  instantly, 
in  one  transaction,  diversify 
your  portfolio  with  all  the 
opportunities  of  the  S&P  5°°- 

Each  Spider  share 
represents  the  whole  basket 
of  S&P  500  stocks,  just 
like  a  traditional  index  fund. 
But  you  buy  and  sell  Spiders 
like  a  stock.  In  fact,  you  can 
trade  them  all  day  long.  So 
Spiders  are  the  best  of  both 
worlds — made  even  better 
by  tax  efficiency  and  low 
management  fees? 

If  you're  interested  in 
the  S&P  5°°'  here's  a  smart 
way  to  bring  it  home.  Spiders 
are  one  of  IOO+  exchange 
traded  funds  listed  on  the 
American  Stock  Exchange. 
Ask  your  advisor  or  learn 
more  at  amex.com/SPY. 
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AMERICAN 

STOCK  EXCHANGE" 


Rs  are  subject  to  risks  including  possible  loss  of  principal.  Past  performance  is  no  guarantee  of  future  results. 

500    and  SPDR    are  trademarks  of  The  McGraw-Hill  Companies.  Inc.,  and  have  been  licensed  for  use  by  PDR  Services  LLC      id   American 
nge  LLC.  SPDR  sponsored,  endorsed,  sold  or  promoted  by  Standard  &  Poor's  and  Standard  &  Poor's  makes  r  nation 

ding  the  advisability  of  investing  in  SPDRs.  S2003  American'  stock  exchange  ixc 
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Turns  coa 
into  first-class. 


Fujitsu  recommends  Microsoft*  Windows3 
XP  Professional  for  Mobile  Computing. 


The  ultra-small,  full-featured  notebook  you  don't  have  to  make  room  for. 

More  lap  and  tray  table  room.  A  wide-screen  display  with  Dolby  stereo.  Enough  battery  life  for  a  full-length  double  feature. 

With  its  uitra-small  size  and  ultra-big  multimedia  capabilities,  the  award-winning  Fujitsu  LifeBook®  P5000  notebook  will  make  any 

^^^  trip  feel   like  an   upgrade.   A  "micro"  revolution   in   mobile  computing,  the   LifeBook  P5000 

BjgK^^.  notebook  features  Intel-  Centrino'"  mobile  technology,  a  modular  bay,  and  extended  battery  life  in 

%3  9^         an  8"  x  l0"  chassis  you  have  to  see  to  believe.  Watch  DVDs,  burn  CDs,  or  drive  powerful  mobile 

ms — without  having  to  lug  around  an  extra  carry  on.  To  see  what  your  new  travel  corn- 
do  call  1.877.372.3473  or  visit  www.computers.us.fujitsu.com/firstclass 

MOBILE 
TECHNOLOGY 


FuflTSU 


THE     POSSIBILITIES     ARE     INFINITE 

I        Mookiren temarteol i«  Umited  .Intel,  Intel  Centnno.  and  the  Intel  Centrino  logo  are  trademarks 

.  »    in  the  United  States  and  other  countnes.  Microsoft  and  Windows  are  registered  trademarks  of  Microsoft  Corporation, 
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storage  software  company. 


VERITAS  Software  lowers  your  storage  costs  regardless  of  the 
hardware.  EMC.  Hitachi.  HP.  IBM.  Sun.  What's  your  agenda?  veritas.com 
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In  business,  soap  and  shampoo 

can  give  you  a  big  advantage. 

You  can  wash  off  the  miles,  scrub 

away  stress,  and  cleanse  your 

mind  of  worry.  Then  refreshed, 

you  can  stand  back  and 

watch  the  soapy  water  go  down 

the  drain.  Right  along 

with  the  other  guy's  chances. 
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Executive  Showers.  Available  for  First  and  Business  Class 

passengers  at  our  Golden  Lounges  in  Kuala  Lumpur, 

Frankfurt,  London,  Singapore  and  Australia. 
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SIDE  LINES 


Rich  School,  Poor  School R ,h ^ do 

better  than  poor  kids  on  school  tests.  It's  not  fair. 

First  the  reformers  went  after  the  tests.  The  SAT  had  an  anal- 
ogy question  using  the  word  "regatta."  Rich  students  who  spent 
their  summers  yachting  had  an  advantage.  And  so  the  College 
Board  had  that 
question  thrown 
out  in  1978. 

Still  the  gap  per- 
sisted. The  next  tar- 
get of  reform  was 
the  way  in  which 
public  schools  were 
paid  for.  Particularly 
in  the  Northeast, 
where  property  taxes 
are  an  important 
source  of  school 
funding,  there  was  a 
huge  difference  in 
per-pupil  expenditures  between  the  leafy  suburbs  and  the  run- 
down cities.  In  Connecticut  the  spread  between  the  two  was,  in 
1983,  as  wide  as  1.5-to-l.  Surely,  if  the  schools  in  downtown 
Hartford  were  falling  apart  while  those  in  Darien  looked  like 
country  clubs,  that  would  explain  the  test  scores. 

And  so  Connecticut,  along  with  a  lot  of  other  states, 
reformed  education  funding.  Money  was  taken  from  the  Gold 
Coast  and  handed  to  the  cities.  Mission  accomplished.  In  2002-03 
Hartford  spent  $12,138  per  student  while  Darien  spent  $1 1,057, 
Alas,  rich  kids  are  still  doing  better  on  tests. 

There's  another  reform  under  way  right  now.  It  is,  curiously, 
a  favorite  of  the  sort  of  people  who  sniffed  at  the  regatta  prob 
lem  and  who  hesitated  to  reach  into  their  pockets  for  tax  dollars 
to  help  the  poor  schools.  Salvation  for  failing  schools  is  now 
supposed  to  come  from  vouchers. 

According  to  this  theory,  if  the  kids  in  the  Washington,  D.C. 
schools  can't  read  and  write  it's  the  fault  of  the  monopolistic 
teachers  union.  Hand  out  vouchers  and  the  students  will  escape 
to  competitive,  well-run  private  schools. 

This  reform  might  erase  a  tiny  sliver  of  the  rich-poor  gap. 
What  few  voucher  fans,  and  no  politician,  will  admit  is  that  the 
test  gap  is  beyond  the  power  of  schools  to  eliminate.  It  occurs 
because  our  society  pays  doctors  more  than  dishwashers,  and 
intelligence  is  to  a  significant  degree  inherited. 

It  has  been  widely  reported  that  the  Texas  education  miracle 
for  which  Governor  George  W.  Bush  took  credit  was  based  on 
phony  statistics.  Now  read,  on  page  86,  what  Dan  Seligman  has 
to  say  about  President  Bush  and  his  No  Child  Left  Behind  Act.  In 
propagating  the  notion  that  schools  will  improve  if  they  spend 
more  time  on  federal  paperwork,  and  in  ignoring  the  socioeco- 
nomic reality  of  test  scores,  the  act  rises  to  a  new  level  of  fraud. 
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READERS  SAY 


How  Many  Lawyers  Does  It  Take ... 

Nothing  beats  a  hatchet  job  like  the  attack  on  Milberg  Weiss  in  "Mr.  Class  Action" 
(Feb.  16,  p.  82).  If  any  other  American  institution  had  built  a  similar  success 
record,  FORBES  would  celebrate  it  as  a  triumph  of  private  initiative.  The  article 
implies  Mel  Weiss  earns  too  much.  But  FORBES  usually  argues  CEOs  deserve  their 
high  salaries.  Weiss  has  the  effrontery  to  fly  in  a  private  jet  and  (gasp!)  collect  art, 
but  standard  Forbespeak  is  that  busy  execs  need  their  private  jets  to  be  more  ef- 
ficient and  deserve  their  collections  as  reward  for  a  job  well  done.  Weiss  even 
speaks  too  "softly"  in  court.  Imagine  what  FORBES  would  say  if  he  raised  his 
voice.  The  article  implies  Milberg  Weiss  has  become  too  powerful,  while  FORBES 
treats  quasi-monopolists  like  Microsoft  as  just  keen  competitors.  Milberg  Weiss' 
tactics  are  "brass-knuckled"  and  "aggressive" — this  though  the  adversary  system 
is  about  vigorous  defense  of  a  client's  interest.  FORBES  grudgingly  notes  that 
Weiss  has  done  some  pro  bono  work.  In  fact,  he  was  a  crucial  force  behind  the 
$1.25  billion  class  action  settlement  with  the  Swiss  banks  on  behalf  of  Holo- 
caust victims.  Frankly,  if  Weiss  didn't  exist,  we'd  have  to  invent  him.  Class  action 
lawyers  like  him  are  our  most  effective  protection  against  corporate  America's  un- 
limited willingness  to  steal  from  the  little  guy. 

BURT  NEUBORNE 
Legal  Director,  Brennan  Center  for  Justice,  New  York  University 

New  York  N.Y. 
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Skip  the  Spin  Cycle 

As  a  fixed-income,  sell-side  research  ana- 
lyst, I  read  "Dissing  Wall  Street"  (Mar.  1, 
p.  108)  with  interest.  It's  fashionable 
now — and  often  deserved — to  dump  on 
analysts.  But  the  comments  on  investor 
relations  were  insightful.  I  am  constantly 
asked  by  investors  whether  I  have  spoken 
with  "the  company"  about  this  or  that  de- 
velopment. 1  usually  respond  with  a  "No." 
SS  J  ou're  seeking  factual  information, 
the  spin  you  get  from  IR  and  manage- 
ment in  sometimes  be  self-serving  and 
high!1  ;  don't  blame  them.  It's 

their  job  to  do  what  they  can  to  maximize 
"i  ice  now  and  20  years  from 


now.  But  I  prefer  to  troll  through  SEC  fil- 
ings for  good,  hard  information.  And  I 
know  there's  a  growing  legion  of  buy- 
and  sell-side  analysts  who  do  the  same. 
We  use  management  and  IR  departments 
to  add  meat  to  the  bone  (hold  the  fat); 
and  to  help  us  clarify  information  or  re- 
fute truly  misconstrued  impressions. 

DAVID  A.  HAVENS 

Executive  Director, 

UBS  Fixed  Income  Investment  Research 

Stamford,  Conn. 

It's  All  About  the  Benjamins 

Stars  in  Their  Eyes"  (Feb.  2,  p.  50)  was 
an  unbalanced  assessment  of  Louisiana's 
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BURKE  DENTAL 


Ours  isn't  the  only  name  on  the  box. 

Dr.  Burke  has  a  reputation  to  uphold.  Getting  the  job  done  right  the  first  time  isn 
just  a  goal,  it's  a  promise.  She  uses  FedEx  InSight;  It  lets  her  cheek  up  on  delivery 
and  package  content  over  the  Web,  so  she's  sure  the  right  materials  are  going 
to  the  right  places  at  the  right  time.  Judging  from  the  smiles  on  her  patients' 
faces,  Dr.  Burke's  doing  a  pretty  good  job. 
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READERS  SAY 


NEW    YORK 


incentives  to  encourage  film  production 
here.  The  story  failed  to  note  benefits  we 
gain  from  tax  credits  to  filmmakers.  These 
companies  create  local  jobs  and  spend 
millions  in  our  communities.  Our  resi- 
dents supply  them  goods  and  services,  like 
catering,  sound  and  lighting,  even  police 
for  security  details.  Cast  and  crew  stay  in 
our  hotels,  eat  in  our  restaurants  and  shop 
in  our  stores.  Many  of  these  films  capture 
Louisiana's  charm  and  promote  tourism. 
Incentives  are  a  key  reason  Louisiana  gets 
selected  for  film  and  video  projects.  It's 
true  our  state  allows  some  credit  for  post- 
production  work  done  outside  of 
Louisiana — because  we  don't  have  the  fa- 
cilities to  provide  this  function.  The  first 
step  to  building  a  filmmaking  infrastruc- 
ture is  to  offer  incentives  that  motivate 
producers  to  film  here  in  the  first  place. 
S.  KYLE  WATERS 
Executive  V.P.,  Hibernia  National  Bank 
New  Orleans,  La. 

Reinventing  the  Wheel 

I  enjoyed  "Fallacy  of  the  Niche  Car" 
(Mar.  1,  p.  76).  Splitting  the  mass  mid- 
size car  market  with  two  vehicles  was 
proven  faulty  several  years  ago  when 
Nissan  tried  to  split  the  market  with  its 
Altima  and  Maxima.  By  making  the 
Altima  a  bigger  car  [and  entering  the 
mass-market  category],  taking  the 
Accords  and  Camrys  head-on,  they  now 
have  the  third-best-selling  car  in  the  U.S. 
And  now  that  the  new  Maxima  and 
Quest  van  share  a  manufacturing  plat- 
form with  the  Altima,  production  effi- 
ciencies yield  500,000  units  per  year.  So 
much  for  niche  markets. 

PAUL  KRUSIUS 
Boston,  Mass. 

More  Mirage  Than  Oasis? 

Regarding  "Mideast  Miracle"  (Fact  and 
•:ent,  Feb.  16,  p.  27):  Steve  Forbes  is 
■hat  more  sanguine  about  Egypt's 

future  than  1  am.  With  only  the  trap- 
of  a  democracy — Hosni  Mubarak 
s  winning  99%  of  the  vote  for  pres- 
ent— and  with  the  continued  empha- 

iis  on  arming  the  nation  against  the 

istent  threat  of  Israel,  Egypt  has 

nploy  its  great  resources  for 


economic  growth.  With  the  overwhelm- 
ing majority  of  its  citizens  effectively 
stuck  in  the  Third  World,  and  only  a 
.  limited  wealthy  segment,  mostly  con-j 
nected  to  the  regime,  Egypt  has  a  long 
way  to  go  before  becoming  an  economic 
powerhouse. 

NELSON  MARANS 
Silver  Spring,  Md. 

Poor  Bill  Gates 

I  agree  with  the  idea  that  businesses 
shouldn't  pay  income  tax,  put  forth  in 
"Come  Back,  Jimmy  Carter"  (Side  Lines, 
Mar.  1,  p.  18).  But  I'm  confused  by  the 
example  that  says  "Bill  Gates  would  owe 
35%  on  his  share  of  Microsoft's  net;  the 
starving  widow  with  100  shares  would 
owe  nothing  on  hers."  Why  should  she 
owe  nothing?  Since  both  are  sharehold- 
ers of  the  same  business,  wouldn't  that 
make  it  unfair  for  Gates? 

CHRIS  DECKER 
Tampa,  Fla. 

Who  Said  Safety  in  Numbers? 

Claiming  that  the  burden  imposed  by 
the  tort  system  was  a  cause  of  the  bank- 
ruptcy of  Tilley  Ladders,  in  "The  Last 
Rung"  (Jan.  12,  p.  52),  an  insurance  ex- 
ecutive alleges  that  the  average  jury| 
award  in  product  liability  cases  increased 
from  $1.7  million  in  1994  to  $6  million 
in  2002.  Nonsense.  Such  phony  numbers 
could  only  come  from  Jury  Verdict  Re- 
search (or  an  equivalent  source),  which 
the  Wall  Street  Journal  has  convincingly 
debunked.  The  best  source  (but  still  in- 
flated) is  the  Bureau  of  Justice  Statistics 
at  the  U.S.  Dept.  of  Justice.  Its  1996 
data — the  latest  analyzed — showed  the 
median  award  was  $85,525.  Other  stud- 
ies show  that  jury  verdicts  have  re>- 
mained  relatively  constant  for  the  last 
couple  of  decades. 

DAVID  S.  CASEY  JR. 

Pres.,  Assoc,  of  Trial  Lawyers  of  America 

Washington,  D.C. 
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c  it  stay. 


Days  Inrf  hotels  are  famous  for  their  hospitality  and  pet-friendly, 
owner-operated  locations.  Who  sees  to  their  financial  comfort  level  so  they 
can  sleep  at  night?  CIT.  Learn  more  at  CIT.com,  We  see  what  you  see? 


CfT 


Pet  friendly  policies  vary  by  location.  Call  locations  directly  for  details  and  cost  information. 


airman's  Message 

he  Annual  Meeting  of  Shareholders  on  February  3,  2004 

(excerpt) 


AL  2002-2003  ANNUAL  RESULTS 

lions  of  euro 

Fiscal  year 
2002-2003 

Fiscal  year 
2001 -2002 

Change  at 
current  rates 

Change  at 
constant  rates 

lues 

1 1 ,687 

12,612 

-  7.3% 

2.7% 

V 

514 

528 

-  2.6% 

9.8% 

xceptional  income  (expense) 

1 

23 

not  meaningful 

not  meaningful 

>  net  income 

162 

183 

-  1 1 .3% 

-  2.2% 

igs  per  share  before  goodwill 
tization  (in  euro) 

1.41 

1.58 

-  10.6% 

-1.8% 

ngs  per  share  after  goodwill 
tization  (in  euro) 

1.02 

1.15 

-11.4% 

-  2.3% 

jard  of  Directors  feels  that  Sodexho  has  met  the 
nge  of  a  difficult  economic  and  political  environment, 
venues  have  grown  seven-fold  in  the  past  ten  years, 
roup  net  income  has  increased  by  an  average  of 
Id  17%  a  year  and  our  earnings  per  share  by  9%. 

Jmost  three  years  now,  the  Sodexho  share  has 
Bd  the  general  downward  trend  in  the  stock  market. 
xild  have  done  better  during  this  period,  but  we  have 
hidden  the  fact  that  the  reorganization  of  our  UK 
tions  would  impact  our  earnings 

Sodexho  continue  to  increase  the 
le  of  its  shareholders'  investments? 

long-term  outlook  is  good 

!  is  still  a  large  potential  market  to  be  won  in  all  of 
usinesses  and  host  countries.  Sodexho  is  the  global 
r  in  Healthcare,  Seniors  and  Defense,  the  segments 
ng  the  greatest  potential. 

owth  strategy  is  clear 
pecialize  in  services  for  companies,  schools, 
ficare  institutions,  defense  facilities,  remote  sites  and 
e  issuance  of  service  vouchers  and  cards.  We  are 
present  in  76  countries  that  are  home  to  95%  of  the 
d's  population. 

b  most  developed  countries  we  are  most  of  the  time 
ber  one  or  two  in  the  market.  The  absolute  priority  is  to 
n  the  margin  in  our  UK  operation  to  the  Group  EBITA 
jin  within  the  next  two  or  three  years  and  to  restore  its 
rth  momentum.  We  were  pioneers  in  the  most  populous 
itries  that  within  50  years  will  be  among  the  world's 
ist,  such  as  China,  India,  Russia  and  Brazil.  We  have 
sted  heavily  in  these  countries  and  will  continue  to  do 
jecause  of  the  huge  market  potential  they  represent. 


We  have  a  lot  of  room  to  improve  our 
earnings 

We  are  focusing  on  three  points: 

•  Accelerating  organic  growth. 

•  Improving  operational  management. 

•  Implementing  key  performance  indicators. 

Senior  management  is  operating  smoothly 

On  June  1 2,  2003  the  Board  of  Directors  appointed 
Jean-Michel  Dhenain  and  Michel  Landel  joint  Chief 
Operating  Officers.  In  addition,  we  have  strengthened  our 
management  teams  in  North  America,  Continental  Europe 
and  in  the  United  Kingdom  and  Ireland,  as  well  as  in  our 
purchasing  organization. 

The  Board 

Our  Board  of  Directors  is  a  cohesive  authority  that  acts  in 
the  interests  of  all  shareholders  and  in  the  interest  of  the 
business.  Its  members  are  chosen  for  their  expertise, 
experience  and  understanding  of  our  businesses. 
Maintaining  transparency  with  regard  to  all  stakeholders 
is  one  of  our  core  values. 

To  increase  the  value  of  our  shareholders'  investment,  the 
Board  of  Directors  and  senior  management  will  focus  all 
of  the  Group's  energies  on  improving  our  performance. 
On  behalf  of  the  Board  of  Directors,  I  would  like  to  thank 
all  our  clients  for  their  trust,  all  our  employees  for  their 
dedicated  professionalism  and  efficiency,  which  every  day 
ensures  our  success  around  the  world,  and  our 
shareholders  for  their  loyalty. 

Pierre  Bellon 

Chairman  and  Chief  Executive  Officer 


Services. 


agement 


•  Business  and  Industry* 

•  Defense 

•  Correctional  Services 

•  Healthcare 

•  Seniors 

*>  Education 
•>  Remote  Sites 

'  including  Prestige  and  River  and  Harbor  Cruises. 


Service  Vouchers 
and  Cards. 

employees  in 
countries. 

sites. 


($12.5  billion)  in  revenues 


Our  excellent  financial  model  enables 
us  to  finance  growth,  reimburse  debt 
and  reward  our  shareholders. 
The  Annual  Meeting  of  Shareholders 
has  fixed  a 

associated  with  a 

The  dividend  payment  date  is 
March  4,  2004. 


acumen  contains  "forward-looking  statements"  within  the  meaning  of  the  United  States  Private  Securities  Litigation  Reform  Act  of  1 595.  These  include,  but  are  not  limrted  to,  statements 
fog  anticipated  future  events  and  financial  performance  with  respect  to  our  operations.  Forward-looking  statements  can  be  identified  by  the  fact  that  they  do  not  relate  strictly  to 
cal  or  current  tacts.  They  often  include  words  like  "believe."  expect"  "anticipate,"  "estimated."  "project."  "plan."  "pro  forma,"  and  "intend"  or  future  or  conditional  verbs  such 
'  "would,"  or  "may. "  Factors  that  could  cause  actual  results  to  differ  matenally  from  expected  results  include,  but  are  not  limited  to,  those  set  forth  in  our  Registration  Statement 
20-F,  as  filed  with  the  Securities  and  Exchange  Commission  (SEC),  the  competitive  environment  in  which  we  operate,  changes  in  general  economic  conditions  and  changes  in 
-ench.  Amencan  and/or  global  financial  and/or  capital  markets.  Forward-looking  statements  represent  management's  views  as  of  the  date  they  are  made,  and  we  assume  no 
to  update  any  forward-looking  statements  (or  actual  events  occurring  after  that  date.  You  are  cautioned  not  to  place  undue  reliance  on  our  forward-looking  statements. 
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HUMMER.COM 


'iS  general  Motors  Corporation,  2004.  HUMMER  and  the  vehicle's  grille  design  are  registered  trademarks  of  GM  Corporation 


ACT  AND  COMMENT 


>y  Steve  Forbes,  editor-in-chief 
With  all  thy  getting  get  understanding 


It  Was  Too  Good  to  Be  True 


IN  JANUARY  FEDERAL  RESERVE  BOSS  ALAN  GREENSPAN  HINTED 
that  the  central  bank  would  be  tightening  quicker  than  expected. 
The  Fed  had  been  overdoing  the  money  creation,  which,  if  left 
uncorrected,  would  mean  inflation  and  higher  long-term  interest 
rates.  Alas,  not  long  afterward  Greenspan  backtracked  from  his  brief 
flirtation  with  sound  policy;  no  tightening  is  in  prospect.  Wise 
money  managers  and  business  executives  had  better  prepare  for  an 
inflationary  environment,  something  we  haven't  had  for  20  years. 


The  symptoms  of  Federal  Reserve  excess  are  everywhere. 
Once  again,  gold  has  surged  to  more  than  $400  an  ounce.  In  the 
latter  half  of  2003  every  major  commodity  went  up  in  price, 
something  that  hasn't  happened  in  decades. 

Despite  short-term  political  heat,  tightening  now  would  not 
abort  the  expansion.  Rather,  it  would  keep  long-term  interest 
rates  steady,  particularly  politically  sensitive  home  mortgage 
rates.  The  economic  expansion  would  proceed  apace. 


Time  to  Poison  Poison  Pills 


COMCAST'S  UNWELCOME  BID  FOR  DISNEY  IS  A  REMINDER  THAT 
the  most  effective  antidote  for  corporate  mismanagement  or 
misgovemance  is  the  hostile  takeover.  Such  remedial  action  is 
infinitely  more  difficult  these  days  than  it  was  in  the  1980s, 
thanks  to  the  fact  that  most  publicly  held  companies  have  since 
enacted  a  variety  of  "poison  pills"  to  protect  incumbent  man- 


agers— -staggered  boards,  absurdly  high  affirmative  votes  to 
change  ownership,  etc. 

Congress  should  ban  most  of  these  devices.  But  don't  hold 
your  breath — these  are  the  guys  who  have  mastered  the  art  of 
rigging  district  lines  so  that  98%  of  incumbents  in  the  House  of 
Representatives  who  run  for  reelection  get  reelected. 


Dragon  Slayer 


THE  WHITE  HOUSE  AND  MOST  AMERICAN  GOVERNORS  SHOULD 
take  a  cue  from  an  Australian  statesman  who  has  become  the  bane 
of  trial  lawyers  and  frivolous  lawsuits.  New  South  Wales  Premier 
(similar  to  a  U.S.  governor)  Bob  Carr  has  pushed  through 
reforms  that  have  cut  the  number  of  lawsuits  by  more  than  25%, 
sharply  reduced  the  number  of  businesses  having  difficulty  in 
obtaining  insurance  and  reemphasized  the  now  seemingly 
quaint  notion  of  personal  responsibility. 

Among  Carr's  key  changes:  He  has  lim- 
ited damage  awards  to  roughly  $275,000 
(U.S.);  curbed  punitive  damages;  put  in 
higher  thresholds  for  making  claims  for 
noneconomic  losses  for  personal  injury; 
barred  plaintiffs  from  being  able  to  sue  when 
their  injuries  are  a  result  of  their  being  intox- 
icated; similarly  banned  suits  of  those  injured 
in  the  course  of  committing  a  serious  crime; 
and  protected  individuals  who  injured  the 


plaintiff  when  acting  in  self-defense  against  the  plaintiffs  criminal 
act.  And  there's  more:  Plaintiffs  get  short  shrift  if  their  own  negli- 
gence contributed  to  their  injuries.  And  they  can't  look  for  court- 
room succor  if  they  are  hurt  in  some  sort  of  recreational  activity 
for  which  there  was  warning  of  the  risks  involved.  Good  Samari- 
tans are  protected  against  liability  if  they  acted  in  good  faith,  and 
individual  volunteers  and  volunteer  rescue  organizations  are  like- 
wise protected.  Plaintiff  lawyers  also  get  their 
just  deserts:  If  they  file  a  frivolous  lawsuit, 
they  are  liable  for  the  other  party's  costs. 
And  lawyers  can  be  charged  with  profes- 
sional misconduct  for  pushing  such  claims. 
Texas  Governor  Rick  Perry  has  insti- 
tuted many  Carr-like  reforms,  but  he  hasn't 
had  much  company.  Texas/ Australian-style 
reforms  would  hugely  benefit  our  econ- 
omy, as  well  as  undermine  the  pervasive 
"blame  someone  else"  culture. 


Returning  Sanity— and  Solvency— to  Pensions 


CONGRESS  SHOULD  QUICKLY  RECONCILE  TWO  PENSION  REFORM 
bills  and  send  the  legislation  to  the  President's  desk.  Otherwise, 
Corporate  America  will  have  to  cough  up  $80  billion  or  so  in 
the  next  two  years  for  its  employee  pension  plans. 

The  House  version  was  simple  and  direct:  It  changed  the  so- 
called  discount  rate  by  which  the  feds  measure  the  financial  health 


of  a  traditional,  defined-benefit  pension  plan.  For  years  companies 
had  used  a  4-year  average  of  the  30-year  Treasury  bond  yield  as  their 
discount  rate.  Thus,  if  a  pension  fund  owed  $1,000  in  30  years  and 
the  bond  interest  rate  average  was  6%,  then  it  should  have  on  hand 
around  $175.  To  provide  some  flexibility,  corporate  plans  were 
allowed  to  use  any  number  between  90%  and  105%  of  that 
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number.  If  asse  fell  below  90%,  though,  companies  had  to  make 
remedial  payme  its  within  a  3-to-7-year  period  to  bring  the  plan  up 
to  snuff.  But  i  e  Treasury  Department  discontinued  issuing  30-year 
bonds  in  2001.  Experts  felt  the  rate  would  be  artificially  depressed 
because  of  scarcity,  so  Congress  allowed  pension  plans  to  use  a  num- 
ber equal  to  1 20%  of  the  4-year  Treasury  bond  average.  That  provi- 
sion, however,  expired  at  the  end  of  last  year.  The  House  responded 
by  substituting  a  mix  of  long-term  corporate  bond  indexes  to  come 
up  with  an  interim  stopgap  rate  usable  for  this  year  and  next. 

The  Senate  went  along  with  this  provision  but  also  larded  its  bill 
with  special  pension  favors  to  beleaguered  industries,  primarily  air- 
line and  steel  companies.  Struggling  companies  will  be  required  to 
make  only  20%  of  their  so-called  deficit-reduction  contributions  this 
year  and  only  40%  next  year.  (Lobbyists  for  one  company,  Grey- 
hound Lines,  got  lawmakers  to  specifically  exempt  it  from  making 
any  catch-up  payments  for  two  years.) 

These  deplorable  bailout/subsidy  provisions  should  not,  how- 
ever, derail  this  legislation.  Healthy  companies  need  the  relief  that 
this  bill's  more  sensible  discount  rate  provides. 

Once  this  expedient  is  dealt  with,  Washington  must  then, 
indeed,  put  together  a  serious,  comprehensive  package: 
•  Companies  should  be  required  to  match  their  discount  rates 
against  the  actual  average  age  of  their  work  force. 


•  Congress  should  enact  the  Treasury's  proposals  concerning  trans- 
parency so  workers  can  see  how  healthy  their  pension  plans  truly  are. 

•  Companies  should  be  prohibited  from  juicing  up  pension 
promises  if  their  plans  are  underfunded.  Financially  distressed  out- 
fits will  sometimes  boost  pension  benefits  as  a  lure  to  reduce  current 
salaries,  thus  saving  cash  in  the  short  term  while  increasing  long- 
term  liabilities — which  are  usually  dumped  on  the  Pension  Benefit 
Guaranty  Corp.  (PBGC),  the  federal  agency  that  insures  benefits. 

•  Legislators  should  devise  a  mechanism  to  help  smooth  out  annual 
corporate  pension  contributions.  The  stock  market  crash  and  the 
near- 50-year  lows  for  interest  rates  clobbered  corporate  pension 
plans.  But  these  are  not  long-term  events,  and  companies  shouldn't 
have  to  immediately  cough  up  tens  of  billions  of  dollars  for  sud- 
denly underfunded  plans.  Instead  of  the  usual  3-to-7-year  makeup 
period,  they  should  have  a  30-year  period.  After  all,  equities  always 
come  back — and  then  some — and  the  pension  crisis  disappears. 

If  a  sensible  makeup  plan  isn't  put  in  place,  companies  will  be 
tempted  to  unload  their  pension  liabilities  onto  the  beleaguered 
PBGC,  which  is  already  $1 1  billion  short.  That  figure  will  balloon  to 
$85  billion  or  more  if  "likely  to  fail"  plans  end  up  on  its  doorstep. 

Of  course,  this  whole  mess  underscores  the  importance  of  the 
already  powerful  trend  toward  defined-contribution  40l(k)-like 
pension  plans  and  away  from  the  old  defined-benefit  versions. 


Hankies  for  Henry 


WHAT  TO  MAKE  OF  THE  BOSOX 
boss'  babyish  blubbering  over 
the  Bronx  Bombers'  brilliantly 
bagging  perhaps  baseball's  best, 
Alex  Rodriguez?  Hey  guy,  grow 
up.  Or,  you  want  to  play  in  the 
big  leagues,  act  like  it! 

George  Steinbrenner  pithily 
nut  Beantown's  big  boo-hooer    George  Steinbrenner  bested  Boston  Red  Sox  owner,  John  Henry. 
back  in  his  high  chair:  "We  understand  that  John  Henry  must  be 
embarrassed,  frustrated  and  disappointed  by  his  failure  in  this  trans- 


An  American  Giant 


GcntV  man  Revolutionary:  Gouverneur  Morris— The  Rake  Who  Wrote  the 
Const  nrtion — by  Richard  Brookhiser  (Free  Press,  $26).  An  absorb- 
ing i  ography  of  one  of  America's  least  known  and  least-appreci- 
ated Founding  Fathers.  Gouverneur  Morris  played  a  critical  role  in 
finan  lg  and  supplying  the  Revolutionary  War.  He  was  an  impor- 
tant 6gi  ire  at  the  Constiu iti  n ,  1  Convention,  where,  as  a  national- 
ist, he  ro.se  ibove  state  and  n  interests.  Fie  was 
an  opponent  of  slavery  and  irki  to  et  the  Coi 
tional  Convention  to  ban  it.  He  w i  ti  <ng 
preamble  to  the  Constitution  and  edited  n  ti- 
tution  itself.  His  prose  withstands  the  test  of  i 

As  minister  to  France,  Morris  took  a  pessi 
-w  of  how  the  French  Revolution  would  proceed 

the  French  had  no  experience  in  self-govern  nent 

Tenor  murderous!)  proved  Morris  right. 
ukhomeMoiriswi    ike)  promoter  of  the! 

.'.'0      F   O   R  B   I-   S  •   Man  I         >0M 


action.  Unlike  the  Yankees,  he 
chose  not  to  go  the  extra  distance 
for  his  fans  in  Boston.  It  is  under- 
standable, but  wrong  that  he 
would  try  to  deflect  the  account- 
ability for  his  mistakes  on  to  others 
and  to  a  system  for  which  he  voted 
in  favor.  It  is  time  to  get  on  with 
life  and  forget  the  sour  grapes." 
New  York  Post  sports  columnist,  Joel  Sherman,  did  the  same: 
All  that  can  be  made  from  sour  grapes  is  whine." 


Canal,  which  made  New  York  the  commercial  center  of  the  new 
nation — and  indeed  of  the  world.  He  was  also  instrumental  in  cre- 
ating New  York  City's  "vast  grid  of  12  parallel  avenues  running  eight 
miles  up  the  length  of  the  island  and  155  streets  at  right  angles  to 
them."  Only  near  the  end  of  Morris'  public  life  did  he  make  a  major 
mistake — he  bitterly  opposed  the  War  of  1812 — and  was  briefly 
sympathetic  to  the  idea  of  breaking  up  the  Union  over  it 
Morris  was  enormously  good-natured  despite 
hideous  scars  on  his  right  arm  (the  result  of  boiling 
water  scalding  it  when  he  was  a  youngster)  and  having 
to  wear  a  wooden  leg  (the  result  of  a  carriage  accident). 
Not  surprisingly  for  a  man  so  charming  and  cheerful, 
he  liked  the  ladies,  and  they  liked  him  (he  didn't  marry 
until  late  in  life).  But  unlike  so  many  other  rakes,  Mor- 
ris was  unfailingly  kind  and  considerate.  An  appealing 
book  about  an  appealing — and  important — man.   F 
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ength  allows  you  to  consider  what  the  future  landscape  will  look  like  and  to  plan  accordingly 
j's  leading  companies  trust  XL  Capital's  fundamental  strength  -  our  capital  and  people  -  to  help  then 
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The  strength  to  help  you  achieve  your  business  objectives. 


;hieve  their  business  objectives.  We  are  strong  partners,  www.xlcapital.com 
JSl>RANCE  I   REINSURANCE  I   Fl  NAN  C I AL  Experience  our  strength. 

The  XL  Capital  group  is  rated  A+  by  AM  Best. 
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FUNDAMENTAL  STRENGTH  -  CAPITAL  AND  PEOPLE 


&• 


V' 


f*k    '  I  Jf*  ; 


''ft.  % 


=ry 


£.fc* 


Eft 


*««i 


HI 


Jf;H 


"     -    i" 


'(■**<»  puj 


!«;'«••/ 


-d^-i 


OTHER  COMMENTS 


Politicians  are  drawn  to  the  targets  of  showy 
crimes  like  fruit  flies  to  ripe  bananas. 

-DAVID  GELERNTER,  Drawing  Life:  Surviving  the  Unabomber 


The  Willy-Nilly  Dollar  The  U.S.  has  shown  it  can 
withstand  the  damage  from  wide  swings  in  the  value  of  the  dol- 
lar. The  strong  dollar  reached  an  extreme  in  2000  and  2001 
causing  crises  worldwide,  a  perfect  storm,  yet  the  U.S.  recession 
was  milder  than  normal  and  unemployment  peaked  at  6.3%. 
The  U.S.  economy  is  big  and  flexible,  with  multinational  corpo- 
rations well  positioned  for  currency  chaos.  The  brunt  of  the 
damage  from  currency  volatility  falls  abroad. 

A  better  system  would  be  one  in  which  governments  and 
their  central  banks  preferred  currency  stability  over  instability 
and  used  exchange  rates  as  a  useful  signal  for  monetary  policy.  If 
the  currency  is  strong  and  strengthening,  it  means  that  monetary 
policy  should  be  loosened  to  meet  rising  demand,  and  vice  versa 
if  the  currency  is  weakening.  Currencies  would  still  be  flexible  and 
would  trade  actively.  Currency  interventions  would  be  unneces- 
sary and  unwelcome.  For  the  U.S.  the  result  would  be  a  "strong 
and  stable"  dollar  and  relatively  steady  interest  rates  rather  than 
the  present  willy-nilly  dollar  and  wide  swings  in  interest  rates. 
Europe,  Japan  and  many  other  countries  are  yearning  for  less 
instability  in  the  dollar,  and  would  grow  faster  if  it  occurred. 

— DAVID  MALPASS,  chief  global  economist,  Bear  Stearns, 

Wall  Street  Journal 

Been  There,  Done  That  Twenty  years  ago,  con 

gress  faced  a  funding  crisis  in  the  savings  and  loan  industry  by 
allowing  S&Ls  to  declare  that  they  had  more  assets  than  they 


"I'm  leaving  public  life  so  I  can  spend  more  l  ime  with  my  lawyers." 


actually  did.  Congress  also  passed  provisions  that  gave  even 
more  undeserved  benefits  to  specific  companies  that  had  the 
lobbying  muscle  to  get  that  language  hidden  in  bills.  Those 
S&L  bills  used  the  same  oblique  ways  of  identifying  the  lucky 
recipient  as  the  Senate  pension  agreement.  Even  after  receiving 
special  treatment,  the  savings  and  loan  industry  began  to  run 
massive  deficits  that  resulted  in  a  bailout  that  cost  ordinary  tax- 
payers hundreds  of  billions  of  dollars.  While  a  less  "generous" 
Congress  would  have  seen  companies  fail  earlier,  the  cost  to  the 
taxpayer  would  have  been  much  less. 

As  the  American  philosopher  George  Santayana  noted, 
"Those  who  cannot  remember  the  past  are  doomed  to  repeat 
it."  The  Senate  pension  agreement  repeats  the  mistakes  that 
caused  the  savings  and  loan  bailout.  [It  sets]  the  stage  for  a  mas- 
sive taxpayer- funded  bailout  of  the  Pension  Benefit  Guarantee 
Corporation  that  could  have  cost  much  less. 

—DAVID  C.  JOHN,  Heritage  Foundation 

vjrOSSed  Uut  My  problem  lies  in  reconciling  my  gross 
habits  with  my  net  income. 

— ERROL  FLYNN 

Life  in  the  Big  League  [Boston  Red  Sox  owner  John] 
Henry  might  think  about  starting  up  Hypocrites  Anonymous.  After 
all,  his  team  is  the  only  other  one  currently  over  the  luxury  tax 
threshold.  Was  it  going  to  be  good  for  the  game  if  the  No.  2  payroll 
team  landed  A- Rod?  Plus,  Henry  was  a  Yankees  limited  partner  for 
more  than  a  decade,  and  I  don't  remember  any  public  complaints 
when  he  was  getting  his  dividend  check  thanks  to  [George]  Stein- 
brenner's  Evil  Empire  ownership  style.  [After  Henry's  tirade  against 
the  Yankees,]  it  still  felt  like  Henry  were  Steinbrenner's  limited  part- 
ner, like  he  tried  to  move  up  in  weight  class  and  could  not  compete. 

—JOEL  SHERMAN,  New  York  Post 

French  Fantasy  Morris  did  not  see  the  resemblance. 
The  American  state  governments  had  grown  out  of  colonial 
political  experience,  then  worked  together  for  12  years  before 
the  Constitutional  Convention.  America  did  not  take  its  institu- 
tions from  a  drawing  board.  The  French,  he  wrote  early  in  July, 
"want  an  American  constitution  ...  without  reflecting  that  they 
have  not  American  citizens  to  support"  it. 

—RICHARD  BROOKHISER,  Gentleman  Revolutionary: 
( touvemeur  Morris — The  Rake  Who  Wrote  the  Constitution 

rirSt-CJaSS  Idea  1  agree  with  you  that  there  is  a  natural 

aristocracy  among  men.  The  grounds  of  this  are  virtue  and  talents. 

—THOMAS  JEFFERSON,  letter  to  John  Adams     F 
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NETJETS 


® 


vVE  OFFER  24-HOUR  WORLDWIDE  MEDICAL 

ASSISTANCE  ONBOARD  OR  OFF  BECAUSE 

WE  DON'T  JUST  FLY  AIRCRAFT.  WE  FLY  PEOPLE. 


\t  Netjets,  our  care  for  our  Owners  means  not  only  flying 

hem  halfway  around  the  world  in  the  safest  way  possible, 

)ut  also  getting  them  the  help  they  need  should  a  medical 

i 

imergency  arise  far  from  home. 

"hat's  why  we  collaborated  with  Mayo  Clinic  to  develop  Mayo 
Ilinic  Executive  Travel  Response.  It  provides  every  Netjets 
U.S.  Owner  with  direct  access  to  the  world-renowned  medical 
esources  of  Mayo  Clinic,  onboard  or  off.  And,  of  course,  we're 
he  only  company  in  the  fractional  ownership  industry  to  offer 
■heir  services. 

\s  an  Owner,  you'll  receive  a  dedicated  phone  number  to 
each  Mayo  Clinic  medical  professionals  24  hours  a  day>.for 
iny  medical  reason.  Whether  you  need  critical  care  in  Eastern 
Europe  and  don't  know  where  to  turn,  or  just  want  medical 
advice  from  a  trusted  source  closer  to  home,  someone  is  always 
there  for  you.  One  phone  call  brings  immediate  assistance, 


■ 


including  self-care  recommendations,  assistance  in  coordinating 
medical  care  appointments  and  help  arranging  emergency 
transport  if  needed. 

In  the  event  of  an  in-flight  medical  emergency,  the  Netjets 
flight  crew  will  contact  Mayo  Clinic  directly.  Every  Netjets  U.S. 
aircraft  is  outfitted  with  emergency  kits  and  supplies  specified 
by  Mayo  Clinic.  In  addition,  emergency  oxygen  and  automatic 
electronic  defibrillators  are  on  all  large  cabin  aircraft  and  soon 
will.be  on  the  entire  fleet.  All  crew  members  have  been  specially 
trained  to  use  this  equipment  and  undergo  annual  mandatory 
testing  and  training  administered  by  Mayo  Clinic.  It's  just 
another  example  of  how  far  we'll  go  to  be  the  safest  and  most 
secure  private  aviation  company. 

To  learn  more  about  Mayo  Clinic  Executive  Travel  Response 
and  all  the  other  reasons  more  fractional  jet  owners  choose 
Netjets,  call  1-877-356-0754  or  visit  www.netjets.com. 

NETjETSf  LEAVE  NOTHING  TO  CHANCE! 


Netjets  Inc.  is  a  Berkshire  Hathaway  company. 


Patti  Lewis,  IBM  process  streamliner,  financial  industry 


Hidden  value  and 

the  multipurpose  peanut. 

The  peanut.  Long  before  peanut  butter  and  peanut  oil,  the  peanut  was  a 
trash  crop.  Planted  solely  to  add  nutrients  to  soil,  it  was  then  fed  to  hogs. 

That  is,  until  a  man  named  Carver  came  along.  He  didn't  know  it  at  the 
time,  but  he  was  the  grandfather  of  hidden  value.  He  not  only  created  new 
products,  new  industries  and  new  value,  but  he  almost  single-handedly 
revitalized  the  economy  of  the  South.  From  a  peanut. 

So,  where  is  the  peanut  in  your  business?  It  could  be  hidden  behind  your 
processes  (outdated,  rigid  models).  It  could  be  hidden  in  a  cultural  rut 
(behavior  that  never  evolves).  It  could  be  hidden  in  IT  (proprietary  systems 
that  don't  talk).  It  could  be  anywhere.  But  one  thing  is  for  sure  —  it's  there. 
Somewhere.  Sometimes  it  just  takes  a  fresh  eye  to  see  it. 

Start  small.  Find  the  value.  Remember,  this  all  started  with  just  a  peanut. 

On  demand  business  starts  with  on  demand  thinking. 

Real  people  with  real  insights  and  the  resources  to  deliver  on  them. 
Partners,  listeners,  problem  solvers.  Doers.  People  to  help  you  evolve  your 
thinking,  your  business  and  your  culture.  It  won't  happen  overnight.  It  will, 
however,  create  real  change  in  your  company.  On  demand  business. 
Get  there  with  on  demand  people.  Please  call  800  IBM  7080  (ask  for 
thinking)  or  visit  ibm.com/services/thinking 


Can  you  see  it? 


d  the  IBM  logo  are  trademarks  or  registered  trademarks  of  International  Business  Machines  Corporation  in  the  United  States  and/or  other  countries.  ©  2003  IBM  Corp.  All  rights  reserved. 
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i  want  to 


thinking  about  the  threats  that  could  fill  my  network, 


thinking  about  the  people  that  could  fill  this  space. 
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■tion  Solutions  from  McAfee  Security. 


action  and  Network  Protection  Solutions,  McAfee  Security  doe: 
more  than  merely  detect  kno  known  threats— it  actually  prevents  them.  From  the  desktop,  to  the  network 

to  the  server,  the  McAfee  Pi  otect  min-Depth "  strategy  and  our  proven  Intrusion  Prevention  technologies  provid( 
complete  protection  for  the  enterprts|v:So  you  cam  spend  less  time  thinking  about  security  issues  and  more  time 
tracking  about  growth  issues.  Learn  more  today  a  ncafeesecurity.com 

tHp^use  security  is  not  just  about  what  you  can  stop. 


tales,  McAfee,  and  Prdlectioivin-Doiilh  ate  registered  trade: 

ired  and  unregistered  trademarks  herein  are  the  solo  plbpei  ly  ot  I 


marks  ol  Network  Associates,  Inc.  and/or  its  affiliates  in  the  US  and/or  other  countries. 
|*eetive  owners  •>   2003  Networks  Associates  Technology,  Inc.  All  Rights  Reserved. 


Network  Associate 


CURRENT  EVENTS 

Jy  Caspar  W.  Weinberger,  chairman 


A  Self-Fulfilling  Prophecy 


[HERE  ARE  INCREASING  PREDICTIONS  THAT  THE  COMING  PRESI- 
lential  campaign  is  going  to  turn  "nasty"  and  that  the  Demo- 
:r ats'  and  other  liberals'  obsessive  attempts  to  get  rid  of  President 
ush  will  polarize  the  country  as  never  before.  Such  prophecies 
ran  easily  become  self-fulfilling  if  enough  deliberate  falsehoods 
re  thrown  onto  whatever  fire  is  burning  or  about  to  be  ignited. 

A  Feb.  8  column  in  the  New  York  Times  by  Thomas  Friedman 
:omes  to  mind.  Friedman  is  angry  because,  he  says,  "the  whole 
urden  [of  the  war  in  Iraq]  is  being  borne  by  a  small  cadre  of 
\mericans — the  soldiers,  their  families  and  reservists — and  the 
rest  of  us  are  just  sailing  along,  as  if  it  has  nothing  to  do  with  us." 

He  continues:  "This  dichotomy  is  exactly  what  the  Bush  team 
wants.  It  has  adopted  the  view  that  this  war  will  be  handled  by  the 
entagon  alone.  We  don't  need  the  State  Department  and  its  ideas 
ibout  nation  building.  We  don't  need  the  UN.  We  don't  need  our 
raditional  allies.  And  most  of  all,  we  don't  need  the  public." 

Friedman  then  reports  what  he  calls  "the  message  from  the 
White  House."  This  is  put  inside  quotation  marks,  to  make  it 
look  as  if  it's  a  statement  coming  directly  from  the  White  House: 
Ton  all  just  go  about  your  business  of  being  Americans,  pursu- 
ing happiness,  spending  your  tax  cuts,  enjoying  the  Super  Bowl 
halftime  show,  buying  a  new  Hummer,  and  leave  this  war  to  our 
olunteer  Army.  No  sacrifices  required,  no  new  taxes  to  pay  for 
this  long-term  endeavor,  and  no  need  to  reduce  our  gasoline 
consumption...."  After  this  "quote"  from  the  White  House, 
Friedman  proceeds  to  demolish  his  straw  man  by  saying  loftily, 
'This  outlook  is  morally  and  strategically  bankrupt." 

Of  course  it  is.  This  has  never  been  the  Bush  Administration's 
approach  or  attitude.  Columnists  are  entided  to  write  their  opin- 
ions, no  matter  how  wrong  or  unsupported.  But  the  U.S.  never 
thought  we  could,  nor  did  we  want  to,  fight  alone.  In  fact,  we 
asked  many,  including  the  UN,  to  help.  And  many  nations — 
starting  with  our  close  partner,  Great  Britain — responded.  Many 
sent  troops  and  logistical  support.  And  continue  to  do  so. 

Before  we  went  to  war,  the  UN's  response  to  Iraq's  increasingly 
dangerous  rogue  behavior  was  to  issue  17  resolutions  that  promised 
serious  consequences  if  Saddam  Hussein  did  not  behave.  But  he 
never  has  behaved,  so  what  was  this  going  to  accomplish?  And  if 
Saddam  hadn't  been  caught  hiding  in  his  spider  hole,  he  would  still 
be  at  it.  What  the  UN  finally  did  was  to  withdraw  its  small  support 
group  from  Iraq  because  the  situation  became  too  dangerous.  And 
we  have  literally  been  begging  the  UN  to  come  back  ever  since. 

Mr.  Friedman  says  "we  need  to  enlist  all  our  allies — including 
France,  Germany  and  the  UN  Security  Council."  Fine.  But  how 
do  we  do  that?  With  misleading  statements  like  those  of  Mr. 
Friedman,  purporting  to  be  a  "message  from  the  White  House"? 

As  for  the  liberals  at  home,  what  plan — other  than  destructive 


criticism — have  the  Democrats  come  up  with?  That  it  is  wrong  to 
be  in  Iraq  and  that  we  should  get  out?  We  must  see  this  mission 
through  to  the  end.  Otherwise,  it  will  be  seen  that  America's  word 
means  little,  and  all  of  our  armed  services  people  and  allies  who 
have  given  their  lives,  will  have  done  so  in  vain. 

Mr.  Friedman  is  right  to  praise  our  military  volunteers.  But 
his  anger  about  "the  whole  burden  being  borne  by  a  small  cadre 
of  Americans"  (who  have  volunteered)  seems  quite  misplaced. 
There  are  only  two  ways  to  raise  an  army:  with  volunteers  or  by 
conscription.  If  we  do  not,  or  cannot,  have  the  "burden"  of 
fighting  a  just  war  borne  by  volunteers,  the  only  alternative  is  to 
draft  everyone  in  sight,  resulting  in  all  the  Vietnam-era  prob- 
lems. In  short,  if  you  don't  want  the  burden  borne  by  volun- 
teers, whom  do  you  want  it  borne  by? 

Did  Sanctions  Really  Win  the  War? 

A  few  inches  to  the  left  of  this  offending  Times  column  is  their 
lead  editorial,  lauding  the  use  of  sanctions.  "In  response  to  Iraq's 
1990  invasion  of  Kuwait  and  its  defeat  the  next  year  by  an  Amer- 
ican-led military  coalition,  the  United  Nations  Security  Council 
imposed  oil  export  restrictions,  a  ban  on  the  import  of  weapons 
and  potential  weapons  ingredients  and  a  series  of  disarmament 
requirements  to  be  monitored  by  aggressive  international 
inspections."  It  went  on  to  state  that  "the  totality  of  these  mea- 
sures now  appears  to  have  worked  surprisingly  well,  apparently 
persuading  Mr.  Hussein  that  he  would  never  be  able  to  rebuild 
his  weapons  programs  so  long  as  sanctions  remained  in  effect." 

But  wait — as  the  television  ads  say — there's  more:  "The  case 
of  Libya  also  illustrates  the  effectiveness  of  sanctions."  Muam- 
mar  Qaddafi's  recent  renunciation  of  his  weapons  program  (an 
attempt  to  convince  the  world  that  he's  housebroken),  in  the 
Times'  view,  "was  not  simply — perhaps  not  even  principally — a 
reaction  to  the  American  invasion  of  Iraq.  It  came  in  vsponse  to 
years  of  painful  economic  pressure  through  sanctions..! .  [Sanc- 
tions,] under  the  right  conditions,  offer  American  administra- 
tions an  effective  alternative  to  military  force...." 

The  Times  is,  of  course,  perfectly  entitled  to  be  as  wrong  as  its 
writers  are  in  expressing  editorial  opinions.  (By  the  way.  what  about 
the  effects  of  the  big  U.S.  aerial  attack  on  Tripoli?  Or  our  bringing 
down  two  Libyan  fighter  planes  in  1981  and  sinking  at  least  two 
naval  ships  in  1986,  when  Libya  was  attempting  to  block  our  use  of 
the  international  waters  off  the  Gulf  of  Sidra?)  But  at  least  the 
Times  did  not  put  quote  marks  around  its  editorial  opinions,  mak- 
ing them  look  like  they're  a  statement  from  the  White  House. 

It's  time  for  the  Times'  columnists  to  get  back  to  their  roots 
and  ask  whether,  in  the  splendid  words  of  the  paper's  motto, 
some  things  are  indeed  "fit  to  print."  F 


FORBES-   March  15,2004      39 


OftStar 
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a  320-hp  4.6L  Northstar  V8  VVT  engine  and  available  Magnetic  Ride  Control. 
Plus  SRX  seats  up  to  seven  people,  with  an  available  power-folding  third-row 
seat.  The  result:  edge-of-seat  performance  for  you,  and  anyone  who  will  get 
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Idigital  rules 

By  Rich  Karlgaard,  publisher 


One  Huge  Tax  Disparity 


ONE  OF  MY  FAVORITE  WEB  SITES  IS  \V'\\'\V.COLDYVELLBANKER.COM. 
Go  to  the  home  price  index.  You  can  spend  hours  clicking 
around  to  see  what  a  house  in  Atlanta,  Ga.  or  Scottsdale,  Ariz, 
costs  compared  with  your  digs  in  Greenwich,  Conn,  or  Santa 
Monica,  Calif. 

It's  a  stunner,  this  gap  in  home  costs  around  the  country. 
The  gap  is  largest  when  you  compare  two  U.S.  regions,  coastal 
California  and  the  Boston-New  York-Washington  corridor,  with 
the  rest  of  America.  A  typical  4,000-square-foot  home  in  a  tony 
New  York  City  suburb  such  as  Greenwich  costs: 

•  Twice  as  much  as  its  counterpart  in  Lake  Forest,  a  suburb  out- 
side of  Chicago,  111. 

•  Four  times  more  than  one  in  Auburn  Hills,  a  suburb  outside 
of  Detroit,  Mich. 

•  Six  times  more  than  a  spread  in  Clive,  the  best  address  in  Des 
Moines,  Iowa. 

The  same  ratios  hold  for  smaller  houses.  Coldwell  Banker 
defines  a  median-size  American  house  as  a  2,200-square-foot 
dwelling,  with  three  bedrooms  and  two  baths,  on  a  quarter-acre 
lot.  In  Palo  Alto,  Calif,  this  home  will  cost  you  $1.5  million.  In 
Scottsdale,  a  swank  Phoenix  suburb,  it  will  set  you  back 
$405,000.  In  Boise,  Idaho  figure  on  $235,000. 

America's  Tax  Patsy 

Consider  the  income  it  takes  to  support  a  house  (that  is,  on  top 
of  your  other  obligations — cars,  kids,  college,  retirement,  etc.). 
At  today's  low  interest  rates,  a  rough  rule  of  thumb  is  that  the 
size  of  your  mortgage(s)  should  not  stretch  beyond  three  times 
your  annual  household  income.  You  can  probably  stretch  to 
four  times  and  still  get  your  loan  approved.  But  that's  a  risky 
strategy.  Only  young  people  starting  out  should  try  it. 

See  where  I'm  going?  Because  of  the  gap  in  the  costs  of 
homes,  there  are  huge  differences  in  the  income  needed  to  live 
comparable  lifestyles  in  one  part  of  America  versus  another. 
Let's  say  you  want  to  enjoy  an  executive-class  lifestyle.  Your 
house  doesn't  have  to  be  bigger  than  the  2,200-square-foot 
national  median,  but  it  must  be  suitable  for  entertaining.  It  must 
have  modern  amenities — a  gourmet  kitchen,  new  bathroom  fix- 
tures, etc. — and  nice  furniture.  Let's  further  suppose  you  want 
to  drive  a  Lexus,  BMW  or  Cadillac,  join  a  country  club,  keep  a 
wardrobe  suitable  for  business  and  business  casual,  put  your 
kids  in  private  schools  and  give  to  your  favorite  charity,  as  well 
as  save  money.  Tally  it  all  up,  and  you'll  discover  this  takes  about 
a  $500,000  income  in  New  York  or  San  Francisco,  a  $400,000 
one  in  Boston,  Los  Angeles  or  Washington,  D.C.,  and  a  $300,000 
income  in  Seattle  or  Chicago. 

But  in  Des  Moines  you'll  need  $150,000.  In  fact, 


maybe  only  $100,000,  because  the  public  schools  are  so  good 
and  so  few  people  in  town  give  a  rat's  patootie  about  the  status 
competitions  of  clothes,  cars  and  clubs,  anyway. 

These  calculations  are  before  taxes. 

Taxes,  of  course,  widen  the  gap  even  more.  A  family  income 
of  $100,000  in  Des  Moines  might  be  taxed  at  around  20%,  tot- 
ing up  federal,  FICA,  state  and  local  taxes  but  figuring  in  deduc- 
tions for  mortgages,  etc.  A  $500,000  income  in  a  tax  pit  like  New 
York  or  California  will  be  creamed  in  the  40%  range.  Not  the 
last  dollar,  but  all  of  it.  And  that's  with  the  Bush  tax  cuts,  which 
sliced  the  top  federal  income  rates  from  39.6%  to  35%. 

Without  a  doubt,  the  coastal  urban  executive  class,  drawing 
mid-six-figure  salaries  or  better,  has  become  America's  prime 
tax  patsy.  This  will  get  worse  if  Bush  is  not  reelected  and  last 
year's  cuts  in  income,  dividends  and  capital  gains  are  allowed  to 
expire,  starting  in  2006.  A  populist  such  as  John  Edwards  can 
make  a  $200,000  family  income  in  Summit,  N.J.  or  Pasadena, 
Calif,  sound  like  the  treasury  of  Louis  XIV.  Families  living  in 
Summit  or  Pasadena  might  beg  to  differ. 

But  even  if  Bush  is  reelected,  the  tax  burden  on  the  coastal 
urban  executive  class  will  get  worse.  I'm  just  speculating  here, 
but  tempting  targets  for  a  Bush  II  Administration  will  be  deduc- 
tions on  homes  over  $1  million — makes  for  a  fetching  sound- 
bite, doesn't  it?  (never  mind  that  a  $1  million  home  in  Menlo 
Park,  Calif,  is  a  two-bedroom  dollhouse) — and  raising  the 
$80,000  limit  on  salaries  subject  to  Social  Security  taxes. 

The  monster  under  the  bed  is  the  alternative  minimum  tax. 
No  speculation  is  needed  here.  This  monster  is  real.  Lately,  it 
seems  as  if  every  publication  has  discovered  the  AMT  threat. 

FORBES  wrote  about  it  two  years  ago.  One  paragraph  is 
worth  repeating:  "By  2005  the  AMT  will  claim  13.4  million 
victims — including  79%  of  taxpayers  grossing  $200,000  to 
$500,000;  46%  of  those  earning  $100,000  to  $200,000;  and 
23%  of  those  with  incomes  of  $75,000  to  $100,000— projects  a 
study  by  Jerry  Tempalski,  an  economist  working  at  the  Trea- 
sury Department." 

Figure  on  another  $5,000  per  year  in  taxes  if  your  family 
brings  in  $200,000  per  year.  Double  that  for  a  $500,000  income. 

Will  the  AMT  be  fixed?  Slim  chance.  Congressmen  from 
low-cost  states,  such  as  South  Dakota  or  Tennessee,  have 
absolutely  no  incentive  to  fix  it.  Their  constituents  aren't  hurt. 

Next  time  a  headhunter  calls  you  about  an  opportunity  in 
Des  Moines,  Reno,  Fayetteville  or  Wilmington,  hear  him  out. 
There's  a  fine  chance  you  can  improve  your  life  and  stick  it  to 
the  taxman  at  the  same  time.  F 


pVlfhpC)    I  Visit  Rich  Karlgaard's  home  page  at  www.forbes.com/karlgaard 
'  or  e-mail  him  at  publisher@forbes.com. 
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Better  Data  -  Better  Care 

Start  with  technology  to  improve  doctor/ 
patient  relations.  Sybase  mobile  solutions 
and  Sybase  M-Business  Anywhere  give 
physicians  access  to  apps  and  records 
right  at  the  point  of  patient  care. 


t°  MOBILE  HEALTHCARE 
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Real-time  transactions  between 
doctors  and  pharmacists.  Sybase  SQL 
Anywhere  and  Sybase  compliance 
solutions  are  the  ideal  prescription  for 
data  security  and  patient  privacy. 


Sybase  is  the  world's  number  one 
provider  of  mobile  middleware* 
You'll  find  Sybase  technology  at 
work  inover  80%  of  the  top  100 
companies  in  the.FORTUNE  500® 

Start  yo-ur  journey  to  the 
Unwired  Enterprise. 

Sybase 

The  Enterprise.  Unwired. 


Download  your  free  copy  of  the  Sybase/Intel 
White  Paper:  Unwiring  the  Enterprise  at 

www.  sybase.com/mhc 


"Source:  IOC,  Worldwide  Mobile  Middleware  Competitive  Analysis.  2003 
Forecast  tor  2003-2007.  IDC  #29580.  Jul  2003. 
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Death,  Then  Taxes 


After  the  1990  death  of  Robert  H. 
Lurie,  Chicago  real  estate  tycoon, 
philanthropist  and  Forbes  400 
member  (estimated  net  worth:  $425  mil- 
lion), his  heirs  declared  no  estate  tax  due. 
They  fought  an  Internal  Revenue  Service 
assertion  that  Lurie  and  partner  Sam  Zell 
engaged  in  sham  deals.  But  the  estate  later 
agreed  to  pay  tax  on  $40  million  held  in 
trusts  for  his  six  kids.  Now,  the  U.S.  Tax 
Court  says  those  taxes  are  payable  from 
the  $92  million  left  to  his  wife  Ann, 
which,  for  complicated  reasons,  will  raise 
the  tax  bill  by  millions.    — Janet  Novack 

Hire  Education 


Here's  a  sampling  of  brainstorms  from 
the  U.S.  Patent  &  Trademark  Office's 
yearly  tally  of  universities  awarded  the 
most  patents.    —Anne  P.  Mintz  and  W.P.B. 

SCHOOL/NUMBER  OF  2003  PATENTS 

►  EXAMPLE  OF  INVENTION 

University  of  California/439 

►  Liposuction  apparatus  and  method 
California  Institute  of  Technology/139 

►  Tracking  handwriting  with  a  camera 
Massachusetts  Institute  of  Technology/127 

►  Treatment  of  personal  stress 
University  of  Texas/96 

►  Method  of  treating  hair  loss 
Stanford/85 

►  Mouse  with  humanlike  liver 
University  of  Wisconsin/84 

►  Cranberry  variety  named  "HyRed" 
Johns  Hopkins/70 

►  Way  to  monitor  person's  alertness 
University  of  Michigan/63 

►  Treatment  of  aging  skin 


informer@forbes.com 


Bidding  for  Bollyiand? 

While  Comcast's  Brian  Roberts  was  plot- 
ting his  big  bid  for  Disney  Co.,  where  was 
Richard  Parsons,  head  of  possible  rival 
bidder  Time  Warner?  In  India  on  a  secret 
mission.  Although  he  heads  one  of  the 
world's  largest  news  organizations,  local 
journalists  say  Parsons  refused  to  be  inter- 
viewed or  photographed,  even  in  his  hotel 
lobby.  Why  India? 
Guesses  include    Media  blackout: 


Time  Warner's 
Richard  Parsons. 


talks  about  film, 
cable  and  printing 
deals.  A  Parsons 
flack  says  merely 
that  the  boss  met 
with  "local  part- 
ners and  govern- 
ment officials." 
-Dirk  Smillie 


Or  Like  in  the  Late  1990s 

Fred  Alger  Management's  new  Alger 
China-U.S.  Growth  Fund  hopes  for  big 
things.  But  could  Chinese  stocks — up 
ii  14  months — be  in  a  soon-to-ex- 
plode  bubble?  The  new  fund's  expense 
ratio  is  a  rather  hefty  2.4%.  Although 
there's  a  Hong  Kong-based  subadviser, 
Alger,  which  manages  $10  billion  in  as- 
sets, has  no  other  international  funds. 
The  still-tiny  fund's  comanager:  Fred's 
son-in-law,  Daniel  C.  Chung,  a  lawyer 
who  recently  became  firm  president. 
China,  he  asserts,  is  "much  like  the  U.S.  in 
the  late  1800s."  —James  M.  Clash 

Weapons  of  Mass  Panic 

An  article  in  the  Financial  Analysts  Jour- 
nal argues  that  financial  products  sold  as 
risk  reducers,  like  guaranteed-principal 
funds  and  guaranteed  annuities,  could 
really  backfire.  New  Jersey  money  man- 
ager Bruce  I.  Jacobs  writes  that  when  such 
vehicles  become  big  hits  with  investors, 
the  institutions  offering  them  become 
more  prone  to  risk  that  they  themselves 
cannot  diversify  away  or  hedge.  This  risk 
then  could  rear  up  and  bite  deeply  during 
periods  of  extreme  economic  volatility. 
"The  end  result  can  be  catastrophic," 
Jacobs  warns.  — William  P.  Barrett 
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ON  MY  MIND 


Wesley  J.  Smith,  a  senior  fellow  at  the  Seattle  think  tank  discovery  institute, 
is  completing  a  book  on  the  science,  business  and  morality  of  human  cloning. 


Clone  the  Taxpayers 

Watch  out.  You  may  soon  be  paying  for  cloning  research  that  the  private  sector  won't. 


NEWS  THAT  A  SOUTH  KOREAN  RESEARCHER  CREATED  30  CLONED 
human  embryos  has  stoked  the  hype  machine  once  again.  Per- 
haps a  decade  from  now,  the  story  line  goes,  tissues  taken  from 
human  clones  made  from  patients  with  serious  illnesses  can  be 
used  in  miracle  treatments  for  such  diseases  as  Alzheimer's, 
diabetes  or  Parkinson's. 

More  likely  a  pipe  dream.  Many  scientists  now  acknowledge 
that  even  if  "therapeutic  cloning"  can  be  perfected — a  huge  "if," 
despite  the  South  Korean  success — it  would  probably  be  too 
impractical  and  expensive  to  ever 
become  widely  available.  A  Sep- 
tember 2003  study  published  in 
the  Proceedings  of  the  National 
Academy  of  Sciences,  for  example, 
reported  that  it  would  cost  up  to 
$200,000  per  patient  just  to  pay 
for  the  human  eggs  needed  to 
derive  one  usable  stem-cell  line 
suitable  for  a  "therapeutic  clon- 
ing" treatment.  Indeed,  the 
potentially  high  cost  of,  and 
intense  controversy  over,  thera- 
peutic cloning  have  made  venture 
capitalists  reluctant  to  invest  in 
human  cloning  biotech. 

But  pro-cloners  have  a  backup 
plan.  They  want  taxpayers  to  pay 
for  the  research. 

The  first  step — changing  the 
terminology  of  the  cloning  de- 
— has  already  succeeded. 
Knowing  that  polls  show  most 
Amei  icans  oppose  human  cloning 
wheilr  i  production  or  for  experiments, boosters  have  con- 

vinced tli  their  original  term  "therapeutic 

cloning"  with  the  bland  cell  nuclear  transfer  for  stem 

cells."  But  in  a  :  i  use  "cloning"  when  the  iden- 

tical procedure  is  us  mrposes,  so  they  can  say 

they  are  against  "human  clot 

The  point  ot  this  i  create  a  false 

distinction  between  cloning  intended  in  the  birth  of 

a  baby  and  the  same  a<  t<  nascent  human 

for  use  in  medical  resean  h.  B  tuman  embryo 

reated,  there  are  no  furthei     ts<  just  decisions 

about  what  to  do  next.  Thus,  much  o  sat  le  cloning  re- 

search pursued  for  medical  purpos<  materially  aid 


"Cloning  entrepreneurs  and  researchers  are  now 

on  the  hunt  for  public  funds  to  finance  their 

work.  It  is  an  audacious  money  grab." 


in  bringing  a  cloned  baby  into  the  world. 

The  next  step  toward  the  public  till  is  to  have  friendly  politi- 
cians legally  redefine  the  renamed  therapeutic  cloning  to  be 
merely  a  form  of  stem-cell  research.  A  bill  introduced  by  Sena- 
tors Orrin  Hatch  and  Dianne  Feinstein  would  accomplish  that. 
It  would  forbid  harvesting  of  the  cloned  human  embryos  after 
14  days  of  development.  But  that  is  merely  an  arbitrary  line 
designed  to  assuage  concerns. 

This  strategy  is  also  being  pursued  at  the  state  level.  Cloning- 
legalization  bills  are  wending  their 
way  through  the  legislatures  of  Illi- 
nois, Delaware  and  Washington. 
California  and  New  Jersey  have  al- 
ready legalized  human  cloning  for 
biomedical  research.  Indeed,  New 
Jersey's  law,  signed  on  Jan.  4,  is  so 
radical  that  it  essentially  makes  it 
legal  to  implant  cloned  embryos 
into  wombs  and  gestate  them 
through  the  ninth  month. 

Energized  by  these  successes, 
cloning  entrepreneurs  and 
researchers  are  now  on  the  hunt 
for  public  funds  to  finance  their 
work.  Professional  signature  gath- 
erers, for  instance,  are  circulating 
petitions  to  qualify  the  "Califor- 
nia Stem  Cell  Research  and  Cures 
Act"  for  this  November's  ballot. 

The  measure  would  amend 
California's  constitution  to 
require  that  stem-cell  researchers, 
including  those  experimenting  on 
human  embryos  "derived  from  somatic  cell  nuclear  transfer," 
receive  "an  average  of  $295  million  per  year  in  bonds  over  a  ten- 
year  period."  Californians  would  have  to  go  deeply  into  debt  to 
fund  biotechnology  research  even  though  the  nearly  bankrupt 
state  can't  adequately  fund  its  schools  or  highways. 

The  national  drive  by  the  biotechnology  industry  to  fill  its 
nearly  empty  pockets  with  public  funds  for  human  cloning  re- 
search is  an  audacious  money  grab.  So  far  the  effort  has  progressed 
by  remaining  beneath  the  radar  of  public  scrutiny.  But  taxpayers 
should  not  have  to  pay  for  intensely  controversial  research  that 
much  of  the  private  sector  righdy  sees  as  a  dry  well.  You  don't  even 
have  to  have  moral  qualms  about  cloning  to  oppose  this  jugger- 
naut. Mr  be  you  just  don't  want  your  pocket  picked.  F 
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Stunnin 


Deadly  cancer  at  23.  Complete  remission  at  24. 


"Not  long  ago,  my  cancer  was  all  I  could 
think  about.  Now  I  feel  so  good,  I  have 
to  remind  myself  I'm  a  cancer  patient." 

—  Erin  Zammett 


If  her  cancer  had  happened  a  few  years  ago,  Erin  might  be  dead  now. 
But  she  was  lucky.  Novartis  put  her  deadly  cancer  into  remission 
quickly  and  completely.  And  today,  at  25,  Erin's  very  much  alive  and 
living  life  to  the  fullest.  She's  enjoying  her  job  as  a  writer  and  editor 
at  a  leading  woman's  magazine,  and  as  a  tireless  fundraiser  for  cancer 
causes.  Novartis  is  proud  to  be  the  innovative  force  that's  bringing 
new  optimism  and  hope  to  patients  and  their  families.  No  one  can 
promise  what  the  future  holds  for  patients  like  Erin,  but  today  she's 
winning  the  battle  against  her  particular  form  of  cancer,  living  a 
life  filled  with  all  the  excitement  and  promise  a  twenty-five  year 
old  deserves. 


Think  what's  possible. 


t! 


I 


NOVARTIS 


www.us.novartis.com 


FOLLOW-THROUGH 
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Reality  Bites 


John  de  Mol  has  had  a  tumultuous 
year.  The  Dutch  wunderkind  behind 
reality  TV  company  Endemol  {Fear 
Factor,  Big  Brother)  has  clashed  with  his 
bosses  at  Spanish  telecommunications 
giant  Telefonica,  who  bought  De  Mol's 


company  in  2000,  for  $5.3  billion.  Last 
June  De  Mol  selected  a  successor,  so  he 
could  focus  on  creating  shows.  But  in  De- 
cember Telefonica  instead  made  a 
different  choice  for  chief  executive. 
Shortly  thereafter  De  Mol  an- 
nounced his  intention  to  leave  En- 
demol, two  years  before  his  con- 
tract expires.  De  Mol's  investment 
arm,  Talpa  Capital,  has  been  buy- 
ing into  companies  like  EMI,  Fox 
Kids  Europe  and  Spyker,  a  new 
Dutch  carmaker.  Variety  magazine 
says  he  is  already  talking  about 
building  another  company  and 
hiring  new  talent,  though  De 
Mol's  spokesman  denies  this. 
Meanwhile,  the  ABC  television  net- 
work bought  Deal  or  No  Deal,  a 
high-stakes  quiz  show  that  origi- 
nated in  De  Mol's  own  creative 
department  at  Endemol.  It  starts 
airing  this  month  during  prime 
time.  — Allison  Fass 

SEPTEMBER  15,  2003 

Getting  Soaked 

Ernesto  Bertarelli  lavished  an  estimated 
$120  million  on  his  successful  America's 
Cup  victory  last  year,  but  now  the  billion- 
aire pharmaceuticals  magnate  is  showing 


his  frugal  Swiss  side.  First  he  pitted  five 
European  cities  against  one  another  to 
bid  for  the  next  Cup,  in  2007.  Valencia, 
Spain  won  with  an  offer  that  veterani 
America's  Cup  skipper  Dennis  Conner 
has  pegged  at  $600  million. 

Through  the  firm  Bertarelli  set  up  to 
manage  the  Cup,  AC  Management,  he's 
making  sure  challengers  pay  to  play.  En- 
trants must  put  up  a  bond  of  $1.25  mil- 
lion and  make  nearly  $100,000  in  "con- 
tributions" to  AC  Management-related 
organizations.  AC  Management  promises 


reet  newspaper  men  in- 


rears  ago,  as  the  guests 

threw  off  his  diffidence  like  a 

as  a  boy,  and  when  he  displayed  the 

"s  Paradise  Lost  his  naturally  sunny 


$11.9  billion  in  debt,  was  based  on  the  same  reasoning. 


FEBRUARY  14. 

Cosmetic  Splurgery 


on's  Ronald  0.  Perelma 
nas  nouywooa  Tever.  Last  year  ne  added  a  Bel  Air  mansion  for  cor 
porate  use  to  the  lavish  private  spreads  he  owns  in  New  York  City 
Palm  Beach  and  East  Hampton,  laying  out  over  $3  million  for  tht 
Spanish-style  house.  This  comes  in  handy  for  the  51-year-old  bil-. 
lionaire,  who  is  separated  and  reportedly  dates  Hollywood's  libj 
eral  activist  Patricia  Duff  Medavoy,  estranged  wife  of  recently  de| 


takeover  fi 

Productions.  In 

lion,  $IOOashar 

assets  and  of  net  e 

is  a  classic  takeover  target . 

of  an  earnings  turnaround. 

iComcast's  offer  of  $48  billion  to  acquit 
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The  r  ext  big      posed  TriStar  Pictures  boss,  Mike  Medavoy.  But  there's  more  tharj 
>p!v.e  Waltipisney                                     Politically  Correct  Pat  involved.  Perelmanl 
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sidelines,  is  quietly  building  a  major  entertain 
ment  conglomerate  of  his  own. 

Perelman,  who  sold  his  entertainment  assets 
has  announced  a  debt-for-equity  swap  tha 
would  slash  Revlon's  $1.9  billion  debt  in  half. 
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CHECK  INTO  INTERNET2:26AM 
WORM  ENTERS  ROOM  5362:28AM 
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2:32AM  ORDER  GRILLED  CHEESE 
AND  FRIES  2:35AM  DOZE  OFF 

bur  mobile  workforce.  An  army  of  productivity  or  multiple  points  of  entry  ripe  for  intruders?  Enter  the  self-defending  network,  with  integrated 
ecunty  woven  throughout.  A  line  of  defense  that  delivers  security  where  security  is  needed.  Wherever  you  do  business.  Inside  the  intranet. 
Outside  the  intranet.  Across  the  Internet.  Even  in  hotel  rooms  on  the  other  side  of  the  planet.  So  your  jet-lagged  mobile  workers  stay  safe  and 
ecure.  And  your  business  keeps  marching  forward.  To  learn  more  about  how  Cisco  can  help  plan,  design  and  implement  your  network  security, 
isit  cisco.com/securitynow.  SELF-DEFENDING  NETWORKS  PROTECT  AGAINST  HUMAN  NATURE. 
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Cisco  Systems 

THIS  IS  THE  POWER  OF  THE  NETWORK.  nOW.      mNlm^mlllim 

"2004  Cisco  Systems,  Inc.  AH  rights  reserved.  Cisco,  Cisco  Systems.  Cisco  IOS,  and  the  Cisco  Systems  logo  are  registered  trademarks 
or  trademarks  of  Cisco  Systems.  Inc.  and/or  its  affiliates  in  the  U.S.  and  certain  other  countries. 
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OF  HOTELS. 


With  the  City's  most  enviable  Central  Park  location,  Trump  International  Hotel  &  Tower  is 
located  at  the  intersection  of  commerce,  culture  and  entertainment.  All  guests  experience 
Trump's  signature  five -star  service,  including  the  utmost  in  discretion,  privacy,  exclusivity 
and  style.  It's  where  the  art  of  the  deal  meets  the  art  of  living  well.  It's  the  Trump  of  hotels. 
And  everything  the  name  implies.  For  reservations,  contact  your  travel  professional  or 
call  888-44 -TRUMP. 


"ThtfleadinfHotelsofthtFWorld' 


TRUMP 

INTERNATION 

■      i     ; 

Telephone  2i2.299.lOOO 
trumpintl.com/forbes 


Stuttering  Didn't  Keep  Him  Off  TV. 


Stuttering  hasn't  stopped 
Nicholas  Brendon 
fri  un  making  his  ma 
I  lollywood  as  "Xandi      in 
Buffy  I  he  Vampire  Slayer. 

I    1  more  informati 
stuttering  and  \\i 

i  an  >lo,  1.  .ill  toll  ti>  1 


Tin: 

Stuttering 
Foundation8 

klptng  Those  Who  Stun 

1-800-992-9392 

www.stutteringhelp.org 


MOO  Walnut  Grove  Road,  Suite  6(  -  ell  749  •  Memphis,  TN  $8111-0749 
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to  distribute  a  "dividend"  to  competitors 
based  on  television  and  advertising  rev- 
enue from  the  event — after  AC  Manage- 
ment's 10%  cut.  — Daniel  Fisher 

MAY  27.  2002 

Rebuilding  Profits 

Two  years  ago  our  cover  story  on  Lower 
Manhattan  after  Sept.  1 1  cautioned  that 
powerful  New  York  landlords  would  try  to 
grab  federal  aid  targeted  for  redevelopment. 
In  February  the  watchdog  group 
Common  Cause/NY  published  a  report 
showing  that  developer  Leonard  Litwin,  a 
big  contributor  to  New  York  Governor 
George  Pataki  and  a  former  Forbes  400 
member,  was  authorized  to  receive 
$233  million  in  proceeds  from  the  issue 
of  triple-tax-free  Liberty  Bonds  (created 
by  Congress  in  2002  to  aid  New  Yorkers) 
to  build  two  luxury  apartment  towers 
equipped  with  fitness  centers.  That's  29% 
of  the  $800  million  in  bonds  under 
Pataki's  control.  Spokesmen  for  Pataki 
and  Litwin  confirm  the  report.  "It's  a 
nonissue,"  says  Litwin's  spokesman. 

— Totnas  Kellner 

APRIL  29.  2002 

Merrill's  Option 

Two  years  ago  we  exposed  how  the  cozy 
ties  between  high-tech  companies  and 
their  investment  bankers  endangered 
employee  stock-option  holders.  Brokers  at 
Merrill  Lynch,  Salomon  Smith  Barney  and 
Morgan  Stanley  had  told  technology 
employees  to  exercise  their  options  and 
use  margin  to  hold  on  to  their  companies' 
stock  as  a  way  to  dodge  short-term  capital 
gains  taxes.  It  was  a  conflicted  strategy,  we 
argued,  that  enriched  the  Wall  Street  firms 
and  cost  many  workers  their  savings. 

Last  month  a  National  Association  of 
Securities  Dealers  panel  saw  it  our  way.  The 
arbitrators  ordered  Merrill  Lynch  to  pay  $6 
million  to  four  former  employees  of  Alle- 
giance Telecom.  Their  broker  was  ordered 
to  kick  in  another  $400,000.  Their  offense: 
doling  out  the  exercise-hold-and-margin 
advice.  Merrill  says  the  panel  misunder- 
stood the  evidence,  but  it  has  not  yet  de- 
cided whether  to  appeal.  — Neil  Weinberg 
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Has  worry  officially  left  the  building? 


Has  serenity  made  a  comeback?  We'd  like  to  humbly  suggest  it  has.  To  position  yourself  to  enjoy  tax-free  income 
month  after  month,  consider  Nuveen  Investments'  municipal  closed-end  exchange-traded  funds.  With  over  ninety 
municipal  closed-end  ETFs,  Nuveen  Investments  continues  to  pioneer  new  and  innovative  ways  to  help  you  balance 
your  portfolio  and  keep  even  more  of  your  hard-earned  money.  To  learn  more  about  our  municipal  closed-end 
exchange-traded  funds  and  other  smarter  ways  to  be  conservative,  contact  your  financial  advisor  or  visit  nuveen.com. 


NUVEEN 

inves  tmtnts 

Smarter  ways  to  be  conservative. 

Tiere  are  risks  inherent  in  any  investment,  including  the  possible  loss  of  principal.  In  addition,  closed-end  exchange-traded  funds  frequently 
nay  trade  at  a  discount  or  premium  to  their  net  asset  value.  Income  from  national  Nuveen  municipal  closed-end  exchange-traded  funds  may  be 
ubjea  to  state  and  local  taxes,  and  income  from  most  Nuveen  municipal  closed-end  exchange-traded  funds  may  be  subject  to  the  federal  alternative 
nmimum  tax.  Capital  gains  if  any,  will  be  subject  to  capital  gains  taxes.  For  more  information  and  a  prospectus  where  applicable,  contact  Nuveen  at 
■8QQr257-8787  Read  the  prospectus  carefully  before  you  invest  or  send  money.  Distributed  by  Nuveen  Investments,  LLC.  ©2004  Nuveen  Investments,  Inc. 


Disney's 


The  attack  waged  by  disaffected  heir  Roy  Disney 
and  partner  Stanley  Gold  left  the  Mouse  vulnerable 
to  a  takeover.  So  who  are  these  guys— really? 

BY  SETH  LUBOVE 


THE  AGGRESSORS  AT  COMCAST 
Corp.  can  thank  Roy  Disney  for 
leaving  the  media  empire  his 
uncle  founded,  Walt  Disney 
Co.,  vulnerable  to  a  takeover 
bid.  After  resigning  in  a  snit  as  a  Disney 
director  in  December,  the  family  heir  has 
noisily — and  publicly-lectured  Disney 
Chairman  Michael  Eisner  for  poor 
returns  and  for  unwisely  straying  from 
company  hallmark  of  "wholesome 
.itertainment." 

isney  was  set  to  escalate  this 
's  annual   shareholder 
me<  '  in  Philadelphia — 

Con-  in  []     Yet 

in  tii . i  i  wing 

compan  i,  to 

keep  the 

for  children;  i 

ABC  network  .  a 

AndRoyDism 
decidedly  un-1 

This  includes  ustral 

based  Ansell  1  ui.,  oi  n  Id  > 

largest  makers  of  condoms 


ads  to  match.  Its  various 
Web  sites  titillate  shop- 
pers with  such  items  as 
strawberry-flavor  sexual 
lubricants  (tagline:  "Eat 
more  fruit").  A  print  ad 
shows  two  oiled  and  buff 
men  in  bed,  one  atop  the 
other,  whose  wrist  is  tied  to 
a  bed  post.  Related  Web  sites 
offer  lusty  stories,  primers  on 
tantric  sex,  lingerie  for  sale  and 
helpful    instructions   on    using 
lubricants. 

Yet  when  a  FORBES  reporter  asked 

ey  >nd  his  investing  partner, 

Stan!.  .out  their  holdings,  Gold 

Ansell  as  a  company  that 

An  incomplete  descrip- 

s  make  up  13%  of  Ansell 

:s  but  are  the  largest  component  of 

U's  most  profitable  division  by  half. 

>isney  has  grabbed  headlines  in 

ks  for  his  bellicose  jihad  against 

ia\  ior  he  helped  put  in  place 

\  was  in  dismal  shape  back  in 


1984. 
(Conveniently, 
the  285,000-circulation  Southern  Califor- 
nia Senior  Life  ran  a  recent  cover  screed 
blasting  Eisner  as  a  "wicked  witch"  and 
urging  readers  to  help  oust  him — without 
disclosing  that  Roy  Disney  had  acquired 
the  publication  in  July.)  Disney  and  Gold 
revel  in  the  fact  that  Comcast  echoes  their 
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criticisms:  Disney  units  underperform;  a 
highhanded  Eisner  mistreats  creative  part- 
ners; the  theme  parks  are  languishing;  the 
stock  has  withered.  Though  Disney's  share 
price  rose  43%  last  year,  it  is  down  2 1%  in  five 
years  (versus  a  7%  decline  in  the  S&P  500). 


Family  feud:  Roy  Disney 

(fop  left),  Stanley  Gold 

(top  right)  and  Disney 

Chairman  Michael  Eisner. 

Yet  Disney,  the 
company,  has  fared  far 
better  over  the  long 
haul  than  some  of  the 
media  holdings  in  Roy 
Disney's  investment 
fund,  Shamrock  Hold- 
ings, which  has  invested 
a  total  of  $2  billion  over 
26  years.  Roy  Disney  might 
have  been  better  off  simply 
parking  some  of  his  money  in 
Disney  stock.  Since  Eisner  took 
over,  Disney  stock  is  up  2,100% 
(versus  590%  for  the  S&P  500).  Sham- 
rock's 23  media  and  communications 
investments  are  up  101%  in  the  same 
period.  In  fact,  Roy  Disney,  who  owns  17 
million  shares,  sold  250,000  shares  back  to 
the  company  in  1985  for  $22  million.  The 
stock  would  be  worth  $74  million  today, 
plus  a  boatload  of  dividends. 

If  you  include  Shamrock's  other  invest- 
ments in  real  estate,  soybean  processing, 
technology  and  so  on,  it  claims  an  internal 
rate  of  return  of  25%  a  year,  higher  than 


Disney's  rise.  But  Disney,  74,  and  Gold,  61, 
say  the  key  issue  is  Eisner's  track  record,  not 
theirs.  They  offer  few  real  specifics  about 
what  Disney  needs  to  do  beyond  firing  Eis- 
ner and  replacing  him  with  an  outsider. 
Roy  Disney  says  he  would  never  just  sell  out 
and  invest  elsewhere.  "I've  spent  my  life- 
time with  the  company,"  he  says. 

Soft-spoken  and  deferential,  Roy  is  the 
antithesis  of  the  voluble  and  blustery  Gold, 
who  began  managing  some  of  Roy's 
investments  in  1974.  Leveraging  the  fam- 
ily stock,  they  landed  their  first  big  hit 
with  a  chain  of  radio  stations  that  cost 
them  $125  million  to  build  in  the  1980s 
and  brought  them  $400  million  in  a 
sale  in  1996.  Though  they  cite  the  Dis- 
ney board's  failure  to  hold  Eisner 
accountable  for  "many  costly  failures," 
they  have  had  some  monumental  flops  of 
their  own.  In  1991  Shamrock  pumped  $100 
million  into  L.A.  Gear,  and  a  year  later  it 
installed  Gold  as  chief  executive  of  the 
sneakermaker.  By  1998  the  stake  had  dwin- 
dled to  $230,000,  with  Shamrock  losing  $76 
million  and  L.A.  Gear  tumbling  into  bank- 
ruptcy. "I  don't  think  fashion  is  one  of  my 
core  competencies,"  Gold  says  now. 

Shamrock  also  invested  $100  million 
with  a  partner  in  the  Grand  Union  grocery 
chain  in  1996  as  it  emerged  from  Chapter 
1 1  bankruptcy  proceedings.  Grand  Union 
went  on  to  teeter  back  into  bankruptcy  two 
years  later — and  did  so  yet  again  in  2000. 
That  $100  million  stake  vanished. 

In  other  instances  Shamrock  fared 
much  better,  largely  by  making  life  hell  for 
incumbent  laggards  at  sleepy  companies.  In 
a  series  of  hostile  raids  from  1985  through 
the  1990s,  Shamrock  pursued  Faberge,  soy- 
bean processor  Central  Soya,  Helene  Cur- 
tis, Carter  Wallace  and  Wherehouse  Enter- 
tainment, though  it  won  only  Soya  and 
Wherehouse.  "In  many  instances  we  are  a 
buyer  of  companies  that  have  expanded  too 
far  from  their  core  competencies  and  core 
values,"  says  Gold,  fingering  his  trademark 
unlit  stogie. 

Since  the  late  Eighties  Shamrock  has 
brought  in  institutional  investors  and  ex- 
panded overseas,  particularly  in  Israel,  home 
to  10%  of  the  firm's  assets.  Shamrock  holds 
a  controlling  stake  in  Tadiran  Communica- 
tions, an  Israeli  defense  contractor  whose 


A  MIGHTY  MOUSE 

Comcast  surely  knows  its  $48  billion 
bid  for  Disney  is  too  low.  Disney 
divisions  might  fetch  $75  billion 
(less  $11  billion  in  debt)  if  you  chop  up 
the  Mouse.  —Brett  Pulley 


ESPN,  Disney  Channel,  Other  Cable 


$1.1  billion  (annual  operating  income) 
$26  billion  (estimated  breakup  value) 
ESPN  is  the  most-prized  basic  cable 
channel.  Suitors  would  likely  exceed  the 
multiples  others  have  paid  recently. 


ABC  Network 


-$500  million 
$6  billion 

Despite  losses,  ABC  is  a  trophy  property, 
one  of  only  four  national  broadcast  nets. 
One  hit  could  make  a  rebound. 


Television  and  Radio  Stations 


$600  million 
$10  billion 

Ten  ABC  stations  are  among  the  best- 
managed  in  the  business,  and  72  radio 
stations  hum  even  as  the  network 
struggles. 


Theme  Parks 


$1  billion 
$17  billion 


Weak  economy  and  terrorism  fears  have 
wreaked  havoc  on  the  business.  Recent 
upgrades  could  lead  to  a  revival. 


Movie  Studios 


$600  million 
$12  billion 

Just  had  one  of  the  best  years  ever  but 
lost  a  coveted  partner— Pixar,  creator  of 
last  summer's  blockbuster  Finding  Nemo. 


Consumer  Products 


$400  million 
$4.5  billion 

New  "Princess"  dolls  are  a  hit,  but  com- 
pany unloading  chain  of  494  retail  stores. 


Total  2003  Operating  Income 


$3.2  billion 

Total  Breakup  Value:  $75.5  billion 

Sources:  Walt  Disney  Co.;  Martin  &  Associates. 
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wireless  gear  helps  the  Israel  Defense  Forces  keep  watch  on  the 
Palestinians.  Shamrock  in  1999  invested  $14  million  for  a  60% 
stake.  After  cashing  out  $42  million  in  gains,  the  now-37%  stake 
is  valued  at  $100  million. 

Hmm  . . .  Mickey  Mouse  as  war  profiteer?  "We're  not  mak- 
ing bombs  or  things  that  kill  people,"  Gold  says,  noting  that 
Tadiran  also  has  a  small  line  of  products  for  civilian  applica- 
tions. "We  think  we're  making  products  that  will  save  people." 

In  Australia  Shamrock  in  2000  allied  with  another  big  share- 
holder and  acquired  a  7.8%  stake  in  a  conglomerate  then  known 
as  Pacific  Dunlop  (later  renamed  Ansell),  an  eccentric  amalgam 
of  meat  products,  pacemaker  parts,  car  batteries,  apparel — and 
condoms.  Gold  threatened  to  push  for  ousting  the  board  unless 
it  agreed  to  a  restructuring  plan.  It  did,  jettisoning  everything 
but  gloves  and  condoms,  the  latter  of  which  it  sells  under 
Lifestyles,  Kama  Sutra  and  other  brand  names.  Financially,  the 
result  has  been  underwhelming.  Disney  and  Gold  started  buy- 
ing in  when  the  stock  was  at  about  $4.25,  but  three  years  later  its 
$5.52  stock  price  mostly  reflects  the  weakness  of  the  dollar. 

But  considering  their  10.2%  stake  in  Ansell,  Roy  Disney  and 
Stanley  Gold  may  be  more  aligned  with  Comcast  at  this  point  than 
with  Walt  Disney  Co.  Comcast's  cable  systems  likely  bring  in 


By  the  Numbers 

^H    ^^**~ 

Michael  Eisner  has  earned  over  $1  billion 
in  20  years.  Some  65%  of  it  came  from 
stock  options  exercised  since  October 
1997;  since  then  Disney  stock  is  up  only 
2%.  And  he  holds  exercisable  options  for 
21  million  more  shares. 

Total  cumulative  pay                                          1  : 

Portion  from  stock  options 

Annual  salary  +  bonus  in  2003 

>Since0ct,997. 

$115  million  a  year  selling  pay-per-view  porn.  Recent  tides:  Naked 
News,  Straddle  'Em,  Filthy  Frank's  Real  Amateurs  and  The  Sopornos. 
A  Comcast  system  in  Los  Angeles  lately  offers  Disney's  Finding 
Nemo  at  $4 — -and  the  porn  flick  Funny  Boners  2  for  $  1 2.  Best  of  all, 
many  porn  performers  wear  condoms.  Talk  about  synergy.       F 


Michael  Eisner  is  a  walking  bull's-eye,  but  the 
guy  standing  next  to  him  might  be  the  one 
who  takes  the  bullet:  Robert  Iger,  Eisner's 
number  two.  For  four  years  Iger,  53,  has  labored  at 
a  nearly  impossible  juggling  act,  serving  as  presi- 
dent and  chief  operating  officer  alongside  a  chief 
executive  famous  for  his  aversion  to  strong 
subordinates.  Though  Eisner  wants  Iger  to 
succeed  him  eventually,  some  in  Holly- 
wood doubt  Iger  has  the  creative  chops. 
Yet  Iger  can't  work  too  hard  to  change 
that  view  lest  he  irk  the  boss. 

"Bob's  actually  a  very  talented  guy, 
and  unfortunately  no  one  will  ever 
know  what  kind  of  job  he  could  have 
done- -because  he  works  under  Michael 
Eisner,"  says  one  colleague. 

Now  the  juggling  may  be  over.  If  Com- 
cast wins  Disney,  Iger  loses  out  to  Stephen 
Burke,  his  counterpart  at  Comcast.  Burke, 
a  12-year  Disney  alum,  had  worked  under 
i  former  ABC  exec,  after  Disney 
acquired  Capital  Cities/ABC-built  in  part 
by  Burke's  father,  Daniel.  Even  if  Comcast 
fe  ies,  some  say  Iger  is  a  goner,  sacrificed 
-  er  can  survive,  That's  preposter- 

">ey  spokeswoman  Zenia  Mucha 


says.  "Remember,  these  Hollywood  people  get  paid 
to  write  fiction." 

One  way  to  save  himself:  Fix  Disney's  weakest 
link,  ABC,  number  four  of  the  four  major  broadcast 
nets.  ABC,  which  loses  an  estimated  $500  million 
annually,  has  been  in  a  deep  ratings  funk,  broken 
only  by  the  brief  hit  Who  Wants  to  Be  a  Millionaire. 
Its  prime-time  ratings  are  down  27%  since  1996;  it 
has  had  four  presidents  in  that  time.  Alex  Wallau, 
ABC  Television  president,  and  Lloyd  Braun,  chief  pro- 
grammer, insist  ABC  is  only  a  hit  or  two  away  from  a 
comeback.  "You  hope  the  television  fairy  sprinkles  a 
little  pixie  dust  on  one  of  those  shows,"  Braun  says. 

Iger  last  ran  ABC  in  1994,  but  he  gets  the  blame 
for  ABC's  woes  (though  he  doesn't  get  credit  for 
huge  successes  at  ESPN  and  the  Disney  Channel, 
which  he  has  overseen  since  the  mid-1990s). 
Anchorman-smooth,  he  rises  at  4:30  a.m.  most 
days  to  work  out.  Iger  started  at  ABC  in  1974  as  a 
23-year-old  studio  supervisor  in  New  York.  In 
1988  he  began  a  five-year  stint  as  ABC's  top  pro- 
grammer (he  put  David  Lynch's  twisted  Twin 
Peaks  on  the  air  in  1989)  and  then  rose  to  the 
number  two  job  at  Cap  Cities/ABC  and,  later,  at 
Disney.  By  contrast,  Comcast's  Burke,  who  while 
at  Disney  built  a  retail  chain  and  restructured  the 
Paris  theme  park,  has  no  "content"  experience  at 
all;  that  may  be  why  he  breezily  suggests  that 
Comcast  could  patch  up  ABC  rather  quickly. 

—Peter  Kafka  with  Brett  Pulley 


O     !>'     I 


March  15,2004 


Try  Something  Delicious  Tonight 


blackened  seasonings,  and  marry  it  with  the  silky  velvet  layer  of  a  light  butter  sauce. 
I  wanted  to  create  A  'WOW'  E  ATI  N  G   EXP  E  R  IE  NCE  for  my  guests." 


—  ROY  Y 


HAWAIIAN  FUSION  CUISINE        roysrestaurant.com 
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Footprints  in  the  Footnotes? 

Convicting  Jeff  Skilling  will  be  tough.  But  the 
prosecutors  weren't  daydreaming  when  they 
wrote  up  his  indictment,  by  lynn  j.  cook 

THEORETICALLY,  IT  SHOULD  BE  EASY  TO  NAIL  JEFFREY 
Skilling,  Enron's  former  chief  executive  who  faces  35  crim- 
inal counts.  (He  pleaded  not  guilty.)  There  was  motive 
(compensation  tied  to  profits)  and  opportunity  (he  oversaw  the 
guys  who  created  the  fraudulent  entities  that  hid  debt).  But 
unlike  other  Enron  cons,  Skilling  was  never  caught  with  his  sig- 
nature on  a  damning  memo.  The  self-described  idea  guy,  who 


claimed  he  knew  nothing  of  the  shenanigans,  left  himself  plenty 
of  deniability.  Or  did  he? 

The  reports  of  NeahBatson,  the  court-appointed  Enron 
examiner,  suggest  Skilling  knew  more  than  he  let  on.  Examples: 

►  Beginning  in  1994  Skilling  and  Kenneth  Lay  began  each 
week  with  a  one-to-two-hour  meeting  with  the  top  finance 
guys  to  triage  critical  numbers  "issues."  Those  off-the-books 
partnerships  never  came  up?  Right. 

►  Skilling  told  Congress  he  knew  little  of  the  hedging 
techniques  of  those  partnerships.  But  apparently  one  of  the 
hedges— shifting  the  price  volatility  of  an  investment  in  the 
Internet  startup,  Rhythms  NetConnections— was  so  complex 
that  Wincenty  Kaminski,  a  Ph.D.  in  economics  who  headed  an 
Enron  group  that  analyzed  such  deals,  approached  Skilling  and 
asked  him  to  explain  it. 

►  The  day  before  Skilling  abruptly  left  for  "personal"  reasons 
(Aug.  14,  2001),  Andrew  Fastow,  the  convicted  ex-chief 
financial  officer,  issued  an  unprecedented  memo  to  the  Office 
of  the  Chairman  (Lay  and  Skilling)  spelling  out  Enron's  hidden 
debt,  showing  that  its  prepay  transactions— debt  that  looked 
like  cash  flow,  which  could  be  brought  forward  to  match 
earnings— ballooned  from  $1.3  billion  at  the  end  of  1998  to 
more  than  $5  billion  by  June  2001.  Batson  says  such  prepays 
were  likely  the  single  largest  source  of  cash  during  this  period. 
Maybe  Skilling  was  too  busy  cleaning  out  his  desk  to  notice.  F 
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Team 


Team  value  Player  costs 

2003  5-yr  5-yr 

($mil)      growth  (%)  growth  (%)   Retur  non-investment  ratio 


?  New  York  Yankees 

$849 

135% 

102% 

New  York  Mets 

498 

158 

184 

^  Boston  Red  Sox 

488 

112 

156 

|  Los  Angeles  Dodgers 

449 

90 

142 

1  Atlanta  Braves 

423 

41 

78 

Texas  Rangers 


332 


31 


99 


5W  York  Yankees  have  other  teams  griping  that  the  sport's  competitive  balance  is  gone. 

nmanded  Boston  Red  Sox  owner  John  Henry.  How  ironic  that  Henry,  who  made  his  fortune 
lius  of  Yank  owner  George  Steinbrenner. 

over  seven  years,  the  Yanks'  star-studded  lineup  will  cost  Steinbrenner  a  pro- 
ball,  it's  not  how  much  money  you  spend— but  who  you  spend  it  on— that  counts. 
Derek  Jeter  and  Bernie  Williams  have  enabled  his  team  to  go  to  the  World 
^mpionships.  Other  rich  teams  that  have  spent  heavily  on  players  since  1996, 
•  and  Boston  Red  Sox,  have  had  scant  postseason  success. 

ms  that  had  payrolls  of  $100  million  or  more  in  2002:  Take  the  five-year 
,,      percent  change  in  player  expenses.  Upshot:  The  Yankees' ROI  ratio 
d  almost  twice  as  high  as  that  of  the  Red  Sox.  The  Yankees  are  hauling  in 
I  e.  George  Steinbrenner,  value  investor.  —Michael  K.  Ozanian 
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"THE    QUICKEST    WAY    TO    A 

MAN'S    HEART    IS    THROUGH 

HIS    RIGHT    FOOT." 


-The      Wisdom      of     the     Accord  — 


Once  your  foot  hits  the  accelerator  of  the  240-hp  Accord  V-6,  you'll  know  it  was  meant  to  be.  3 


I  Opt  for  Opteron 

Scrappy  AMD  has  finally  trumped  Intel,  for  now. 

BY  ELIZABETH  CORCORAN  AND  QUENTIN  HARDY 

FOR  THE  FIRST  TIME  IN  DECADES  PERENNIAL  UNDERDOG 
Advanced  Micro  Devices  has  one-upped  the  chip  king, 
Intel  Corp.  One  of  AMD's  latest  microprocessors,  Opteron, 
is  winning  over  loyal  Intel  customers,  and  Intel  has  now 
conceded  it  must  match  it.  Just  how  seriously  Intel  miscalculated 
the  needs  of  business  customers  became  clear  in  late  February 
when  HP,  Intel's  longtime  partner  and  a  codeveloper  of  its  top- 
of-the-line  Itanium  chip,  said  that  it  would  begin  using  Opteron 
as  well  as  Intel  chips  in  its  low-end  and  midrange  servers. 

The  HP  announcement  followed  similar  declarations  by  the 
likes  of  Sun  Microsystems,  IBM  and  Fujitsu 
Siemens — in  fact,  virtually  all  the  big  computer 
makers  except  Dell  have  opted  for  the  64-bit 
Opteron.  Says  Richard  Marcel lo,  HP's  senior  vice 
president  of  business-critical  servers,  "The  funda- 
mental reason  we  picked  Opteron  right  now  is  that 
the  overall  performance  is  very  good." 

In  the  year  since  Opteron'  ai  rival,  amp  has 
come  from  nowhere  to  ,  -come  a  contender  in  busi- 
ness computing.  Sunn  le,  Calif-based  AMD  has  ai 
least  another  few  months  to  gallop  unchallenged 
through  the  selling  fields.  Intel  (hid  Executive 
Craig  Barrett  has  said  hi  >pteron-beater  won't  be 
ready  until  midyear.  Quips  Hector  Ruiz,  AMD's  chief 


executive:  "We  are  happy  that  our  competitor 
sees  the  advantages  of  AMD64  and  has  decided 
to  try  and  adopt  a  similar  strategy." 

Right  now  AMD's  share  of  the  $11  billion 
market  for  chips  that  power  midrange  servers 
is  tiny,  says  analyst  Nathan  Brookwood  with 
Insight  64  in  Saratoga,  Calif.  The  company 
could  capture  $680  million  in  sales  this  year  and 
up  to  $2  billion  in  2005,  with  juicy  80%  gross 
margins,  he  says.  AMD  needs  the  boost.  In  fiscal 
2003  it  lost  $274  million  on  sales  of  $3.5  billion. 
Sacrificing  a  billion  dollars  to  AMD  is  a  flesh 
wound  for  Intel,  which  grossed  $30  billion  last  year. 
But  the  psychic  gash  is  deep.  Opteron  doubles,  from 
32  in  the  last  generation,  the  number  of  bits  that  a 
microprocessor  handles  at  one  time.  As  a  result  it  in- 
creases, from  4  billion  bytes  to  a  number  4  billion 
times  as  large,  the  amount  of  memory  that  can  be 
used  by  software  running  on  the  chip.  Intel  spent  a 
decade  and,  by  at  least  one  estimate,  more  than 
$1  billion  developing  the  Itanium,  its  own  64-bit 
chip,  but  has  had  trouble  getting  customers  to  use  it. 
Intel's  tactical  blunder  was  in  breaking  with  its 
tradition  of  designing  chips  to  run  old  software. 
"Intel  thought  that  being  Intel,  it  could  force  every- 
one to  switch"  to  the  new  design,  says  Linley  Gwennap,  a  longtime 
chip  analyst  who  heads  The  Linley  Group  in  Mountain  View, 
Calif.  "Intel  didn't  think  there  would  be  an  alternative,"  he  adds. 
The  first  Itanium,  available  in  2001,  was  a  dud.  Its  successor, 
dating  to  2002,  also  had  a  lackluster  reception.  Software  writers 
found  Itanium  difficult  to  program.  Worse:  It  didn't  run  most  pro- 
grams dramatically  faster  than  Intel's  32-bit  Xeon  chips,  it  radiated 
tremendous  heat  and  it  was  expensive.  In  April  2003  AMD  plunged 
into  the  gap  with  Opteron,  which  runs  both  old  32-bit  software 
and  rewed-up  64-bit  software.  "It  may  look  like  magic,  but  it 
wasn't,"  says  Martin  Seyer,  vice  president  of  AMD's  microprocessor 
group.  "Customers  wanted  to  protect  their  software  investments." 
It  was  only  last  lune  that  Oracle,  IBM,  Microsoft  and  others 
finally  began  selling  databases  written  for  Itanium.  "Last  year  was 
a  watershed  year  for  Itanium,"  declares  Lisa  Graff,  who  is  director 
of  Intel's  Itanium  group.  That's  faint  praise:  Intel  sold  1 10,000  Ita- 


CashingJntheLChips 


Rivals  to  Intel  reap  more  per  server  shipped.  Itanium  is  its  pricey  response. 


TOTAL  SERVER  REVENUES 
2003:  $50  BILLION 


TOTAL  SERVERS  SHIPPED 
2003:  5.2  MILLION 


RISC  (Sun, 
IBM,  HP) 


nframes 


RISC  (Sun, 
IBM,  HP) 


Itanium 

Numbers  may  not  add  up  to  100%  due  to  rounding.  Figures  are  estimates.  Source:  IDC. 
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to  see  that  he  would  change  the  course  of  golf  Weshou.dh 

golf.  We  should  have  seen  ,t  coming,  for  certainly  he  did. 
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nium  chips  last  year — a  big  boost  over  the  past  but  barely  a  ripple 
among  last  year's  estimated  sales  of  2.9  million  32-bit  Xeon  servers. 
HP  executives  are  quick  to  say  that  Opteron  best  fits  systems 
in  which  one  to  four  processors  will  do  the  job.  Itanium,  they 
argue,  suits  those  with  the  biggest  computing  loads,  such  as  large 
databases  or  scientific  modeling  that  require  eight  or  more 
processors.  "We  have  no  illusions  about  making  that  market 
available  to  AMD  anytime  in  the  future,"  HP's  Marcello  says. 
Counters  Ruiz:  "Our  path  to  pervasive  64-bit  computing  remains 


clear,  while  our  competitor's  only  becomes  increasingly  muddy." 
But  the  rise  of  Opteron  has  injected  competition  into  a  part  of 
the  market  where  the  only  color  was  Intel  blue.  Sun  has  its  own  64- 
bit  UltraSparc  chips  running  its  own  Solaris  software,  but  it  is  now 
also  heavily  flogging  a  low-priced  Windows-compatible  line  using 
Opteron  chips  to  appeal  to  a  huge  base  of  customers  it  was  miss- 
ing. Says  Sun's  chief  architect,  Andreas  Bechtolsheim,  "With  the 
exception  of  UltraSparc,  Opteron  has  the  best  performance  of  any 
chip  we've  seen."  F ' 


Edifice  Complex 


Three  years  ago  Time  Warner  broke  ground  on  a  massive  new  headquarters  in  Manhattan  (which  opened  last  month). 
Since  then  its  stock  has  plunged  65%.  That's  no  surprise  to  Harvard  Business  School  professor  Donald  Sull.  In  his  new 
book,  Revival  of  the  Fittest,  he  argues  that  business'  pride— in  the  form  of  big  corporate  buildings— cometh  before  the  fall. 
His  tip:  Steer  clear  of  companies  whose  headquarters  win  architecture  awards.  "These  headquarters  can  mark  the  begin- 
ning of  corporate  decline,"  he  says.  Here  are  some  companies  that  have  fallen  after  winning  architecture  awards— and 
others  (in  bottom  row)  that  have  recently  won  recognition.  —David  Whelan 

Awards  were  sell  signs  for  these  firms.... 


suburban  mall. 


For  35  years  we've  delivered  despite 
language  barriers,  unpaved  roads  and 
lack  of  street  addresses. 


WE  MOVE  THE  WORLD 
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Hell  Has  Frozen  Over 

Napster's  Shawn  Fanning,  the  former  scourge  of  the  music  business, 
tries  to  save  the  industry,  by  peter  kafka 


IN  1999  SHAWN  FANNING  EMERGED  FROM 
his  dorm  room  with  Napster,  a  program 
that  let  people  share  music  files  over 
the  Internet.  The  19-year-old  became 
a  celebrity — and  a  legal  target  of  CD 
publishers. 

Now  Fanning  has  another  file-sharing 
program  and  a  new  set  of  fans — the  music 
publishers,  who  say  his  software  could  help 
curb  piracy. 

Fanning's  new  project,  Snocap,  is 
designed  to  let  owners  of  recorded  music 
identify  songs  being  traded  on  file-sharing 
services  and  charge  users  who  download 
them.  Fanning  and  his  co-workers,  mostly 
other  Napster  veterans,  aren't  speaking  pub- 
licly. But  Fanning  has  been  demonstrating 
Snocap  for  the  publishers  and  winning  fans. 
Sony  Music  boss  Andrew  Lack  calls  Fan- 
ning's efforts  "groundbreaking." 

What  about  the  industry's  lawsuit,  which 


Bygones: 

Fanning's 

software 

tracks 

downloads. 
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described  Fanning's  original  company  as  a 
"haven  for  music  piracy"  and  eventually 
forced  Napster  to  stop  distributing  copy- 
righted music?  Bygones,  music  executives 
say:  "It  was  never  personal  with  Shawn.  It 
wasn't  like  he  sat  back  and  tried  to  figure  out 
ways  to  rip  people  off,"  says  Larry  Kenswil, 
Universal  Music's  technology  boss. 

Now  the  naysayers  are  executives  at  son- 
of-Napster  services  like  Morpheus  and  Kazaa 
who  haven't  seen  Fanning's  demos  but  say 
they  aren't  interested.  That's  a  problem,  since 
Snocap  only  works  if  a  file-sharing  system 
willingly  incorporates  it. 

"I  cannot  imagine  why  we  would  want  to 
do  that,"  says  Michael  Weiss,  chief  executive 
of  Morpheus  parent  StreamCast  Networks. 
Weiss  says  using  Snocap,  or  any  other  service 
that  filters  music  files,  would  force  audio  file 
traders  to  use  a  centralized  server,  rather 
than  let  each  user's  computer  talk  to  the  next 
in  peer-to-peer  fashion. 

Of  course,  once  file-sharing  services 
attach  a  payment  system,  as  the  original 
Napster  eventually  tried  to  do,  users  may 
find  them  less  compelling. 

Meanwhile,  users  still  flock  to  peer-to- 
peer  services,  despite  efforts  to  scare  them 
off.  Music  trading,  which  dropped  after  the 
industry  launched  its  first  batch  of  high- 
profile  lawsuits  against  file  sharers  last  Sep- 
tember, has  since  rebounded  to  nearly  the 
same  level,  says  the  NPD  Group  tracking  ser- 
vice. And  legal  download  services  like 
Apple's  iTunes  (and  the  resuscitated  Napster, 
where  Fanning  still  has  a  consulting  gig) 
remain  a  tiny  fraction  of  music  sales. 

But  Snocap  and  other  filtering  systems 

appeal  to  the  labels  for  more  than  their 

revenue  potential.  Their  existence  helps 

undercut  one  of  the  peer-to-peer  systems' 

gal  arguments,  now  being  heard  in  fed- 

»urt:  that  they  are  powerless  to  police 

intent  being  traded  on  their  networks. 

have  a  massive  legal  problem  if  it 

K    iswil.  "Because  the  ques- 

s,  why  aren't  they  using  it?"  Improba- 

tiough,  Fanning  is  asking  the  same 

question.  F 


LORD  KNOWS 

People  have  used  the  Bible  to 
predict  the  Second  Coming  and 
the  end  of  the  world.  But  John 
M.  Brown  is  one  of  the  first  to 
rely  on  the  Old  Testament  to 
hunt  for  oil  in  Israel,  where  oth- 
ers have  tried  and  failed.  "Over 
the  last  five  years  significant 
amounts  of  gas  have  been 
discovered  off  the  shore  of  both 
Israel  and  Gaza,"  insists  Brown, 
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chairman  of  Dallas-based  Zion 
Oil  &  Gas.  Decoding  verses 
from  Deuteronomy,  he  is  deter- 
mined to  look  for  black  gold  to 
the  south  of  the  Mount  Carmel 
range,  a  region  known  as  "the 
head  of  Joseph,"  and  an  area 
near  the  Mediterranean,  a.k.a. 
"the  foot  of  Asher." 

How  to  pay  for  this  holy 
flyer?  Zion  recently  went  public 
on  Nasdaq  in  a  best-efforts 
offering  for  1.3  million  to  7  mil- 
lion shares  at  $5  apiece.  The 
kicker:  Brown  must  pay  a 
hefty  8%  to  10%  of  the 
proceeds  to  the  underwriters- 
no  believers,  they.  The  money 
will  support  drilling  on  sites 
licensed  from  the  Israeli 
government.  And  if  the  first 
efforts  bear  no  fruit?  Brown 
seems  ethereally  unconcerned. 
Many  of  his  backers  are 
evangelical  Christians  who 
want  him  to  succeed.  Besides, 
we  are  entering  the  season  of 
miracles.      —Phyllis  Berman 
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IF  YOU  GET  A  SPEEDING  TICKET  YOU 
have  the  right  to  contest  it  before  pay- 
ing the  fine.  If  you're  a  company 
ordered  by  the  Environmental  Protec- 
tion Agency's  Superfund  program  to  clean 
up  a  polluted  site,  you've  got  to  do  it 
first — before  you  can  proclaim  your  inno- 
cence in  court. 

General  Electric  thinks  that's  unconsti- 
tutional and  is  contesting  the  24-year-old 
Superfund  law  in  federal  court.  While  a 
long  shot,  its  federal  suit  has  the  potential 
to  yank  the  fangs  out  of  the  EPA's  Super- 
fund  enforcers.  GE  has  hired  left-leaning 
constitutional  lawyer  Laurence  Tribe  to 
argue  that  the  EPA  has  violated  GE's  right 
to  a  speedy  trial  under  the  Superfund  law. 
(Tribe  represented  environmentalist  Al 
Gore  in  the  presidential  fracas.) 

The  legal  battle  springs  from  GE's 
long  dispute  with  the  EPA  over  a  40-mile 


Looking  for  a  day 
in  court:  Laurence 
Tribe;  GE  plant. 


General  Electric  is  fighting  the  24-year-old 
Superfund  law-with  help  from  Al  Gore's  lawyer. 

BY  MICHAEL  MAIELLO 

immediate  $500  million  to  clean  the 
Hudson — or  fight  in  court,  where  it 
would  be  out  $2  billion  if  it  loses. 

Thousands  of  sites  have  been  cleaned 
under  the  law  and  no  companies  have 
challenged  the  process  until  now.  Tribe 
says  environmental  law  should  operate  as 
criminal  law,  with  a  presumption  of 
innocence.  "I've  never  believed  that  a  pol- 
icy's wisdom  makes  its  unconstitutional 
implementation  okay,"  he  says. 

So  far  GE  is  getting  little  traction. 
Washington,  D.C.  federal  Judge  John  D. 
Bates  tossed  the  suit  out,  citing  the  tradi- 
tional court  deference  to  statutes  regulat- 
ing health  and  safety.  Congress  intended 
that  legal  challenges  to  Superfund  be  held 
up  so  that  sites  aren't  left  polluted  during  \ 
court  battles,  the  judge  said.  Bates  was  also 
skeptical  of  GE's  motive,  hinting  the  com- 
pany was  wrapping  its  thirst  for  a  little 
cost-cutting  in  the  BUI  of  Rights. 

Win  or  lose,  GE  promises,  it  will  con- 
tinue to  work  on  the  Hudson  cleanup.  If 
GE  wins,  the  EPA  can  expect  to  find  itself  in 
court  a  lot  more  than  it  does  now.         F ; 


stretch  of  the  Hudson 
River  in  upstate  New  York,  where  the 
company  had  dumped  PCBs  for  30  years. 
GE  agreed  to  move  on  the  cleanup  last 
summer,  and  dredging  is  expected  to 
begin  in  2006.  But  it  is  still  pursuing  its 
case  before  the  D.C.  Court  of  Appeals, 
where  a  decision  is  expected  shortly. 

GE  argues  that  the  Superfund  statute 
denies  it  the  due  process  of  law.  The 
statute  bars  a  company  from  challenging 
an  EPA  order  in  court  until  after  it  does 
the  cleanup.  If  the  company  refuses  to  do 
the  work,  the  EPA  will  do  it  and  then  sue 
the  company.  The  EPA  can  collect  four 
times  the  cost  of  the  cleanup  and  impose 
fines  of  up  to  $10  million  a  year. 

In  GE's  calculation,  it  could  pay  an 


CHINA  GOES  POSTMODERN 

Are  China's  masses  ready  for  a  chic,  cheap  hotel?  Richard  Sung,  a 
former  hotel  manager,  is  embarking  on  this  approach— shades  of  Ian 
—on  the  theory  that  China's  new  business  class  is  tired  of 
ind  tobacco-stained  curtains. 

■'aire  Dhanin  Chearavanont,  Sung's  Unotel 
one  floor  of  an  existing  two-  or  three-star  hotel 
iut  modest  furnishings.  No  bathtubs  or 
1  of  curtains.  Paint  instead  of  wallpaper.  A 
ir  $24  to  $30  a  night,  slightly  above  the 
hotel.  So  far  Unotel  has  opened  six 
ncy:  80%. 

of  Unotel,  will  soon  inject  an  addi- 
tels.  Sung  must  move  fast, 
otels  Group  (Holiday  Inn)  plan  to 
—Josephine  Lee 
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Turn  the  page  for  our  special  industry  report- 
this  time  on  wireless  technology— 
and  our  industrywide  earnings  calendar.  ► 
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In  every  field  of  endeavor, 

there  are  the  weak, 
and  there  are  the  strong. 


There  are  the  faint  of  heart, 
and  there  are  the  relentless. 


Wi-Fi,  the  do-it-yourself  wireless  commu- 
nications system,  is  getting  quite  a  re- 
ception on  Wall  Street  and  among  home 
users.  This  technology  offers  an  affordable  way 
to  connect  computers  without  cutting  holes  in 
walls  and  running  network  cable.  An  equal- 
weighted  index  of  52  companies  making  hard- 
ware or  software  for  Wi-Fi  has  tripled  over  the 
last  year.  Is  this,  as  the  bulls  believe,  just  the 
start  of  a  long  run? 

Many  of  the  stocks  on  our  wireless  index  are 
trading  on  hopes  rather  than  results:  Over  the 
last  12  reported  months,  32  of  them  were  in  the 
red.  But  analysts  are  saying  that  profits  are 
around  the  corner.  Collectively,  the  group  has  a 
market  value  of  $732  billion,  against  trailing 
earnings  of  $14.3  billion.  That  makes  for  a  com- 
posite price/earnings  multiple  of  51.  As  reported, 
the  corresponding  ratio  for  the  S&P  500  is  26. 

Members  of  our  index  range  from  big  semicon- 
ductor firms  like  Intel  and  Texas  Instruments,  in 
which  Wi-Fi  is  a  relatively  small,  but  growing,  part 
of  their  chip  business,  to  smaller  companies,  such  as  Santa  Clara, 
Calif-based  Netgear.  This  firm,  which  sells  wireless  routers  and  workstation  cards, 
netted  $12.5  million  on  revenues  of  $284  million  over  the  12  months  ended  in  September. 

RF  Micro  Devices,  formerly  a  subsidiary  of  TRW,  designs  integrated  circuits  for  cell 
phones  and  other  communication  devices.  Revenues,  $29  million  when  RF  went  public  in 
1997,  should  top  $750  million  in  the  March  2005  fiscal  year,  say  the  analysts. 

SpectraLink's  wireless  telephone  systems  connect  on-premises  employees  with  a 
company's  PBX  system.  Earnings  in  2004  are  supposed  to  climb  33%  from  last  year's 
$8.2  million,  or  42  cents  a  share. 
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Source:  FT  Interactive  Data  via  FactSet 
Research  Systems. 
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Stock  Focus 

COMPANY 

RECENT 
PRICE 

CHANGE 

FROM 

A  YEAR 

AGO 

| SALES 1 

LATEST               2004 

12-MONTH        ESTIMATE 

(SMIL)               (SMIL) 

MARKET 
VALUE 
(SMIL) 

Agere  Systems 

$3.84 

165% 

$1,919           $2,137 

$6,564 

Broadcom 

38.63 

177 

1.610             2.213 

11,698 

Netgear 

18.02 

21 

284                367 

514 

RF  Micro  Devices 

9.32 

44 

626                756 

1,729 

SpectraLink 

1762 

102 

71                   87 

333 

3Com 

7.53 

71 

735                814 

2,881 

Prices  as  of  Fob.  13.  'Price  change  from  close  on  first  trading  date 
Sources:  FT  Interactive  Data.  Reuters  Fundamentals  and  Thomso 

of  July  31,  2003. 

i  First  Call  via  FactSet  Research  S 

/stems. 
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Source:  Synergy  Research  Group. 
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SHLOMO  REIFMAN,  ANDREW  T.  GILLIES  AND  ARIK  HESSELDAHL 


The  rebound  on  the  desktop  is  official:  Market-tracker  IDC 
says  that  the  number  of  PCs  sold  in  the  fourth  quarter  was 
up  15%  from  2003.  And  last  year  was  the  first  time  for  dou- 
ble-digit unit  growth  since  2000.  Important  contributor  to  the 
resurgence:  notebook  computers,  which  will  account  for  more 


than  a  third  of  PCs  sold  this  year,  predicts  IDC  analyst  Rogel 
Notebooks  are  hot  because  Wi-Fi  lets  them  (as  well  as  destj 
connect  wirelessly  to  the  Internet,  other  computers  and  prij 
Synergy  Research  Group  projects  global  sales  of  Wi-Fi  hanj 
of  $6.6  billion  in  2007,  up  from  $578  million  in  2000. 


This  special  report  spotlights  wireless  networking  stocks  and  includes  a  debate  between  analysts  about  one  firm,  3Com.  On  the  last  pa 
calendar  of  coming  earnings  releases  from  big  companies  in  many  industries.  For  more  information,  go  to  forbes.com/extra.       Forbes 


TONY  STONE  I  GETTY  IMAGES 


$£ 


io  are  tne  tigers  in  yc 
Would  you  count  your  company  among  them? 

At  a  time  when  most  companies  must  work 
even  harder  to  produce  growth,  Accenture  has 
aligned  all  of  its  knowledge  and  resources  to 
help  you  become,  or  remain,  a  high-performance 
business.  Drawing  upon  vast  experience  with 
leaders  in  every  industry,  we  have  identified 
those  characteristics  that  most  strongly  correlate 
with  high  perform^ree. 


To  learn  moreaboui 
visit  accenture.com. 
will  always  be  a  challe 
your  plan,  the  better  y 
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Would  you  count  your  company  among  them? 
At  a  time  when  most  companies  must  work 
even  harder  to  produce  growth,  Accenture  has 
aligned  all  of  its  knowledge  and  resources  to 
help  you  become,  or  remain,  a  high-performance 
business.  Drawing  upon  vast  experience  with 
leaders  in  every  industry,  we  have  identified 
those  characteristics  that  most  strongly  correlate 
with  high  performance. 

To  learn  more  about  high-performance  business 
visit  accenture.com.  Of  .course,  being  a  tiqer 
will  always  be  a  challenge.  But  the  more  solid 
your  plan,  the  better  your  shot. 

•  Consulting  •  Technology  •  Outsourc, 
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SANJIV  WADHWANI 
PIPER  JAFFRAY  &  CO. 

Good  call:  upgraded  rating  on 
3Com  in  August  2003.  Stock 
has  gained  39%  since  then. 


isiness.  Time  to  hook  up  with  the  stock?  Or  disconnect? 

CHRISTIAN  SESSING 
CROWELL.  WEEDON  &  CO. 

Good  call:  recommended  Cisco 
Systems  at  $14  in  March 
2003.  Recent  price:  $24. 


The  first  reason  for  our  "outper- 
form" rating  is  that  3Com's 
product  portfolio  is  very  sim- 
ilar to  what  Cisco  Systems  of- 
fers. But  3Com  sells  the  prod- 
ucts for  anywhere  from  20%  to 
40%  cheaper  than  Cisco,  with 
pretty  much  the  same  bells 
and  whistles.  That  allows  3Com 
to   get   customers   it   otherwise 
wouldn't  have  been  able  to.  Believe 
me,  there  are  a  lot  of  companies- 
even  larger  ones— that  will  absolutely 
look  outside  of  Cisco  if  the  value  is 
there. 

Second.  3Com's  sales  execution  has 
been  very,  very  mediocre  over  the  last 
five  or  six  years,  but  it's  taken  some  im- 
portant steps  to  rectify  that  problem.  Its 
brought  in  new  heads  ft  global  and  U.S. 
sales,  and  the  feedba  Jwe've  gotten  on 
this  from  3CoJb  ^rrl^ers  and  cus- 
tomers has  I 
Finally,  in 
system   int 
products 
you'll  prob 
signed  up 

•  3Com's  stock  price 
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When  we  first  put  out  our 
"sell''  recommendation  in 
March  2003,  our  theme 
was  that  Cisco  offered  lower  risk 
and  better  potential  than  3Com.  We 
felt  3Com's  focus  on  medium-size 
businesses,  where  it's  had  the  most 
success,  was  its  best  opportunity.  But 
by  announcing  the  joint  venture  with 
Huawei  Technologies  (a  large  Chi- 
nese telecom  equipment  maker),  it 
seemed  3Com  was  getting  back 
into  the  high-end  business  it  had  ex- 
ited three  years  before.  We  think  it 
will  have  only  limited  success  in  that 
already  crowded  marketplace. 
In  addition,  we  don't  see  3Com  attain- 
ing profitability  for  quite  some  time,  and 
its  cost  reductions  have  slowed  some- 
what. So,  although  it's  made  good  progress 


on  restructuring  the  cp 
will  slow  and  possibly  n 
infrastructure  to  su 
products. 
Given  the  ri 
transition,  we 


iicjse  gains 


Calendar  Earnings  Highlights 


April  2004 

These  widely  followed  companies  will  soon  report  quarterly  results 


MICROSOFT      ™ 

With  a  pickup 

in  computer 

spending,  Microsoft  should  post 

revenue  of  $8.7  billion  in  its  third 

quarter  ending  in  March  2004 

up  from  $7.8  billion  a  year  ago. 

HiMJ.H.W.Mfll 


^^^J   TELEFONOS  DE  MEXICO 
W  Jw  Jm   Last  year  Mexico's  lead 
^jLJZj     ing  phone  company 
I  earned  $2.1  billion, 
or  $3.30  per  American  Depositary 
sales  of  $10.8  billion. 


RADIOSHACK 

Although  shares  of  this 
7,000-outlet  retailer 

rose  67%  over  the 
last  52  weeks, 
they  trade  at 
only  17  times 
their  2004 
earnings  fore- 
cast of  $1.90 
per  share. 
[QESIHDI 


ESTIMATED  ESTIMATED 

SALES  NET  INCOME 
($BIL)  ($BIL) 

2004  $10.9  $2.2 

2005  $11.4  $2.3 


ESTIMATED 

EARNINGS 

PER  ADR 

$3.60 

$3.77 


NORTHROP  GRUMMAN  This 
defense  contractor  took  a  $145 
million  charge  related  to  pension 
expenses  in  its  fourth  quarter. 
!n  spite  of  anticipated  pension 
oenses  of  $330  million  in  2004, 
nectations  are  for  improved 
earrings. 

UAL  EPS  $4.32 

MATED  EPS  $5.74 

51 


COCA-COLA 

Due  in  part  to  a  14% 
increase  in  sales  of  its  noncarbonated 
drinks  such  as  Powerade  and  bottled 
water,  the  world's  largest  beverage  company 
reported  2003  net  profits  of  $1.77  per  share. 
Analysts  expect  the  firm  to  post  11%  annualized 
earnings  growth  over  the  next  three  to  five  years. 
ESTIMATED 
EPS  _ 
2004:       $2.11    I  (       C 

2005:       $2.34        Q 

remain 

WHIRLPOOL  Irte004's  first  quarter  Whirlpool's 
profits  are  expeoted  to  reach  $1.39,  a  7-cent  gain 
over  last  year.  Foathe  full  year,  analysts  anticipate 
a  6%  profit  increase. 
H.'m*"J!hH 
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NEXTEL  COMMUNICATIONS 

The  peer-to-peer  cellular 
operator  has  a  first-quarter 
consensus  earnings 
forecast  of  41  cents  a  share. 
StarMine,  which  massages 
-  Q^        estimates,  predicts  a 
^\<3       positive  earnings  surprise 
<&V    for  the  quarter. 


$30 
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Stock  price 
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PROCTER  &GA 

Its  second  fiscal ': 
quarter  sales     L 
gain  of  20%, 
to  $13.2  billion,  stems 
in  part  from  acqui- 
sitions and  a  weak  <g.„^,^^— 
dollar.  The  consen- 
sus now  calls  for  a 
16%  jump  in  third-     £ 
quarter  2004 
revenues. 
KJHS23J 


BAKER  HUGHES  The  worldwide 
oil-rig  count  is  up  19%  over  the  past 
year  to  2,457.  So  this  firm  should 
see  a  net  of  $1.28  a  share  this  year, 
up  from  54  cents. 

(NYSE:  BHI) 


ANHEUSER-BUSCH  By  sell- 
ing 25  million  barrels  of  beer 
in  the  fourth  quarter,  the 
world's  largest  brewer  has 
booked  double-digit  year-over-year' 
earnings  growth  for  21  consecutive 
quarters. 

1ST  QTR  2003  ACTUAL  EPS      $0.57 
1ST  QTR  2004  ESTIMATED  EPS    $0.64 


"Look,  Mom- no  cavities! 
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Mayday 


Once  soaring  into  a  recovery,  US  Airways  is  now  losing  altitude— fast. 


BY  MARK  TATGE 

MOW  DID  THE  SKIES  DARKEN  SO  SUD- 
denlv  for  US  Airways?  Less  than  a  year 
ago  the  nation's  seventh-largest  carrier 
shook  off  bankruptcy  after  only  eight 
months  in  the  dock.  It  was  $2  billion  slimmer 
in  annual  costs  (mostly  labor  concessions)  and 
$12  billion  richer  (in  equity  capital).  It  looked 
like  a  potential  buyer  of  other  airlines'  dis- 
tressed assets.  Yet  it  ended  the  year  with  a  rot- 
ten quarter:  a  loss  of  S 1 29  million  ( before  one- 
time items)  on  revenue  of  SI. 8  billion.  Now  it 
confronts  a  June  30  deadline  to  meet  earnings 
and  liquidity  covenants  on  its  $1  billion  in 
loans  (S900  million  of  it  guaranteed  by  the 
feds  I — just  as  S&P  downgraded  its  debt  rating, 
from  B  to  B-.  The  carrier  has  $1.3  billion  in 
unrestricted  cash.  Two  problems,  though:  The 
loan  covenants  require  keeping  at  least  $1  bil- 
lion in  reserve;  and  the  airline  is  burning  cash 
from  operations  at  the  rate  of  more  than 
$800,000  a  day. 

To  avoid  breaching  those  covenants,  Chief 
Executive  David  N.  Siegel  confronts  grim 
choices — like  selling  the  gates  and  planes  that 
go  with  the  most  lucrative  routes  and  firing  the 
relevant  workers.  He  might  have  to  dump  the 
company's  Philadelphia  or  Charlotte  hubs.  Or 
he  could  sell  smaller  regional  operations  run- 
ning under  the  names  Allegheny  and  Piedmont 
airlines.  Or  auction  off  the  Boston-New  York- 
Washington  shuttle  at  maybe  $100  million  (see 
tunc  tine).  "We  will  take  any  actions  necessary 
to  ensure  compliance,"  Siegel  told  investors  on 
a  recent  conference  call. 

But  such  selloffs  may  leave  US  Airways  with 
too  little  property  to  stay  airborne.  Like  the 
other  old-time  airlines,  US  Airways  is  already 
starved  for  revenue.  Last  year  industry  traffic 
grew  a  measly  2.8% — nearly  all  of  it  attribut- 
able to  low-fare  airlines,  reports  Edmund  S. 
Greenslet,  editor  of  the  Airline  Monitor.  Rev- 
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enue  passenger  miles  fell  2.5%  at  the  older  air- 
lines in  2003,  and  yields  dropped  0.8%,  the 
third  decline  in  three  years.  Contrast  that  with 
the  surge  in  miles  at  the  cheapo  haulers:  a  jump 
of  20%  at  ATA  Airways,  39%  at  Frontier,  28%  at 
AirTran  Airways  and  69%  at  JetBlue  Airways. 

At  11.3  cents  per  seat  mile,  US  Airways  is 
still  the  highest-cost  carrier  in  the  nation.  That's 
even  after  Siegel  trimmed  expenses  from  the 
prebankruptcy  peak  of  13.4  cents — and  it 
means  that  he'll  have  to  approach  US  Airways' 
unions  a  third  time  to  shoulder  more  cuts, 
probably  $250  million.  Labor's  current  mood  is 
somewhere  between  ugly  and  hideous.  "The 
reality  is,"  says  B.  Ben  Baldanza,  US  Airways 
senior  vice  president  of  marketing  and  plan- 
ning, "we  absolutely  have  to  lower  our  costs." 

That's  even  tougher  at  a  time  of  such  brutal 
rivalry  with  its  only  slightly  better-off  peers. 
Half  of  US  Airways'  routes  are  now  in  direct 
competition  with  those  of  other  players;  that 
could  rise  to  80%  within  two  years.  It  wasn't 
always  such  a  rough  game.  For  decades  the  car- 
rier enjoyed  a  virtual  monopoly  in  the  triangle 
between  Charlotte,  Pittsburgh  and  Boston.  In 
Philadelphia,  one  of  its  three  hubs,  US  Airways 
still  controls  about  70%  of  the  traffic,  the  air- 
line's most  valuable  property.  Not  for  long. 
Southwest  Airlines,  the  king  of  discount  fares,  is 
entering  the  market  May  9  with  14  daily  non- 
stop flights  and  fares  starting  at  $29. 

All  this  raises  the  specter  of  liquidation — a 
possibility  the  company  calls  preposterous.  It 
wouldn't  do  much  for  the  industry,  aside  from 
parceling  out  a  route  here,  a  hub  there.  This 
would  put  another  279  jets  on  a  market  that  is 
bloated  with  them:  751  already  sit  parked  in  the 
southwestern  U.S.  F 
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.Jho  are  the  tigers  in  your  industry? 

Would  you  count  your  company  among  them? 

At  a  time  when  most  companies  must  work 
even  harder  to  produce  growth,  Accenture  has 
aligned  all  of  its  knowledge  and  resources  to 
help  you  become,  or  remain,  a  high-performance 
business.  Drawing  upon  vast  experience  with 
leaders  in  every  industry,  we  have  identified 
those  characteristics  that  most  strongly  correlate 
with  high  performance. 

To  learn  more  about  high-performance  business, 
visit  accenture.com.  ©f^course,  being  a  tiger 
will  always  be  a  challenge.  But  the  more  solid 
your  plan,  the  better  your  shot. 
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Or  is  it  your  goal  to  change  the  game  itself? 


High  pertj  pre  recognized  not  just  for  reaching 

the  peak,  raying  there.  To  see  how  we  help 

high-perfoWiance  businesses  innovate,  adapt  and 
continue  to  prosper,  visit  accenture.com 
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Once  soaring  into  a  recovery,  US  Airways  is  now  losing  altitude— fast. 


BY  MARK  TATGE 

HOW  DID  THE  SKIES  DARKEN  SO  SUD- 
denly  for  US  Airways?  Less  than  a  year 
ago  the  nation's  seventh-largest  carrier 
shook  oft"  bankruptcy  after  only  eight 
months  in  the  dock.  It  was  $2  billion  slimmer 
in  annual  costs  (mosdy  labor  concessions)  and 
SI. 2  billion  richer  (in  equity  capital).  It  looked 
like  a  potential  buyer  of  other  airlines'  dis- 
tressed assets.  Yet  it  ended  the  year  with  a  rot- 
ten quarter:  a  loss  of  S 1 29  million  (before  one- 
time items)  on  revenue  of  $1.8  billion.  Now  it 
confronts  a  June  30  deadline  to  meet  earnings 
and  liquidity  covenants  on  its  $1  billion  in 
loans  ($900  million  of  it  guaranteed  by  the 
feds) — just  as  S&P  downgraded  its  debt  rating, 
from  B  to  B-.  The  carrier  has  SI. 3  billion  in 
unrestricted  cash.  Two  problems,  though:  The 
loan  covenants  require  keeping  at  least  SI  bil- 
lion in  reserve;  and  the  airline  is  burning  cash 
from  operations  at  the  rate  of  more  than 
$800,000  a  day. 

To  avoid  breaching  those  covenants,  Chief 
Executive  David  N.  Siegel  confronts  grim 
choices — like  selling  the  gates  and  planes  that 
go  with  the  most  lucrative  routes  and  firing  the 
relevant  workers.  He  might  have  to  dump  the 
company's  Philadelphia  or  Charlotte  hubs.  Or 
he  could  sell  smaller  regional  operations  run- 
ning under  the  names  Allegheny  and  Piedmont 
airlines.  Or  auction  off  the  Boston-New  York- 
Washington  shuttle  at  maybe  $100  million  (see 
tunc  line).  "We  will  take  any  actions  necessary 
to  ensure  compliance,"  Siegel  told  investors  on 
a  recent  conference  call. 

But  such  selloffs  may  leave  US  Airways  with 
too  little  property  to  stay  airborne.  Like  the 
other  old-time  airlines,  US  Airways  is  already 
starved  for  revenue.  Last  year  industry  traffic 
grew  a  measly  2.8% — nearly  all  of  it  attribut- 
able to  low-fare  airlines,  reports  Edmund  S. 
Greenslet,  editor  of  the  Airline  Monitor.  Rev- 
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enue  passenger  miles  fell  2.5%  at  the  older  air- 
lines in  2003,  and  yields  dropped  0.8%,  the 
third  decline  in  three  years.  Contrast  that  with 
the  surge  in  miles  at  the  cheapo  haulers:  a  jump 
of  20%  at  ATA  Airways,  39%  at  Frontier,  28%  at 
AirTran  Airways  and  69%  at  JetBlue  Airways. 

At  11.3  cents  per  seat  mile,  US  Airways  is 
still  the  highest-cost  carrier  in  the  nation.  That's 
even  after  Siegel  trimmed  expenses  from  the 
prebankruptcy  peak  of  13.4  cents — and  it 
means  that  he'll  have  to  approach  US  Airways' 
unions  a  third  time  to  shoulder  more  cuts, 
probably  $250  million.  Labor's  current  mood  is 
somewhere  between  ugly  and  hideous.  "The 
reality  is,"  says  B.  Ben  Baldanza,  US  Airways 
senior  vice  president  of  marketing  and  plan- 
ning, "we  absolutely  have  to  lower  our  costs." 

That's  even  tougher  at  a  time  of  such  brutal 
rivalry  with  its  only  slightly  better-off  peers. 
Half  of  US  Airways'  routes  are  now  in  direct 
competition  with  those  of  other  players;  that 
could  rise  to  80%  within  two  years.  It  wasn't 
always  such  a  rough  game.  For  decades  the  car- 
rier enjoyed  a  virtual  monopoly  in  the  triangle 
between  Charlotte,  Pittsburgh  and  Boston.  In 
Philadelphia,  one  of  its  three  hubs,  US  Airways 
still  controls  about  70%  of  the  traffic,  the  air- 
line's most  valuable  property.  Not  for  long. 
Southwest  Airlines,  the  king  of  discount  fares,  is 
entering  the  market  May  9  with  14  daily  non- 
stop flights  and  fares  starting  at  $29. 

All  this  raises  the  specter  of  liquidation — a 
possibility  the  company  calls  preposterous.  It 
wouldn't  do  much  for  the  industry,  aside  from 
parceling  out  a  route  here,  a  hub  there.  This 
would  put  another  279  jets  on  a  market  that  is 
bloated  with  them:  751  already  sit  parked  in  the 
southwestern  U.S.  F 
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I ADJA  SWAROVSKI  GREW 
up  a  celebrity  in  her  native  Austria.  Her 
great-great-grandfather,  Daniel  Swarovski, 
founded  an  eponymous  enterprise  that 
generated  a  $1  billion  family  fortune  by 
cutting  chips  of  glass — crystal,  the  kind 
found  in  chandeliers  and  jewelry,  and  on 
clothing,  where  it  is  commonly  known  as 
rhinestone.  In  Austria  the  name  Swarovski 
is  tantamount  to  Rockefeller  in  the  U.S. 
So  it  came  as  a  shock  when  Nadja,  at 
Southern  Methodist 
Univer- 
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in  Texas,  found  that  Swarovski  meant 
something  different  in  America — a  big 
market  for  her  family's  products.  Though 
Swarovski  tableware  was  considered  an  el- 
egant gift  in  Europe  and  Asia,  what  Amer- 
icans bought  by  the  thousands  were  the 
kitschy  animal  collectibles — the  crystal 
bears,  birds,  owls  and  porcupines.  Once 
Americans  learned  her  name,  their  typi- 
cal response,  says  Nadja,  33,  her  ice-blue 
eyes  flashing,  was,  "'Oh,  you  mean 
Swarovski,  as  in  the  animals?' " 

Not  music  to  the  ears  of  a  highbrow 
heiress  with  an  interest  in  marketing.  But 
the  figurines,  along  with  Swarovski's  pop- 
ular Christmas  baubles,  account  for 
roughly    half    of    the    company's 
$600   million   in   sales   in  North 
America.  For  an  outfit  with  $2  bil- 
lion in  total  revenue,  that's  noth- 
ing to  sneeze  at.  "I  appreciate 
the  animals,"  says  Nadja.  "I  just 
don't  relate  to  them." 

So  she  wants  to  elevate  the 
family  business  worldwide 
from  kitsch  to  couture.  As  part 
of  a  company  repositioning, 
Nadja  aims  to  appeal  to  Euro- 
pean designers  and  customers 
who  would  pay  $3,000  for  a  crys- 
tal necklace  or  a  handbag  studded 
with  Swarovski  handiwork.  "People 


are  always  in  the  market  for  luxury 
goods,"  she  says. 

Not  necessarily  so,  responds  her 
cousin,  Daniel  J.  Cohen,  head  of 
Swarovski's  North  American  division,  sit- 
uated outside  of  Providence,  R.I.  "The 
luxury  aspect  is  important,  but  the 
money  is  made  in  the  everyday  product. 
We're  taking  a  more  toned-down 
approach  in  our  rebranding  process,"  he 
says.  "But  Nadja  is  clearly  the  face  of 
Swarovski  these  days." 

The  face — yet  not,  it  appears,  the 
dominant  voice.  Starting  in  2002  the  fifth 
generation  of  Swarovskis  moved  into  top 
company  management.  Cohen  repre- 
sents a  family  faction  whose  patriarch, 
Gemot  Langes-Swarovski,  is  still  in  the 
driver's  seat  at  the  Tyrolean  headquar- 
ters. Gernot's  son,  Markus  Langes- 
Swarovski,  29,  holds  a  board  seat,  though 
he  has  scant  outside  experience  (a  bylaw 
requirement)  and  got  a  rush  university 
degree  (to  meet  another).  He  nominally 
heads  rebranding. 

No  one  disputes  that  Swarovski  could 
use  a  new  tack.  After  years  of  robust  sales 
gains  the  109-year-old  company's  world 
share  is  thought  to  be  slipping;  how  much 
is  hard  to  say,  but  as  recently  as  16  years 
ago  FORBES  said  Swarovski  had  75%  of 
the  market  for  rhinestones.  Its  competi- 
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tion:  manufacturers  in  Egypt,  the  Czech 
Republic  and  especially  China,  which  in 
recent  years  have  learned  to  make,  cut 
and  sell  loose  crystals,  often  undercutting 
Swarovski  prices  by  25%.  Swarovski  now 
cuts  as  many  as  200  million  crystals  a  day, 
but  in  U.S.  jewelry,  for  instance,  profit 
margins  are  falling.  (Overall,  the  com- 
pany says  it  has  net  margins  of  15%,  the 
same  as  in  the  1980s.) 

An  earlier  mass-versus-class  decision 
in  the  U.S.  cost  Swarovski  when  Gemot 
pushed  to  buy  half  of  Zale  Corp.,  a  mall 
jeweler,  in  1986.  At  the  time  Zale's  seemed 
a  prime  outlet  through  which  Swarovski 
could  sell  its  various  wares.  Swarovski 
took  Zale's  private  with  equal  partner 
Peoples  Jewellers  of  Canada.  But  by  1992 
Zale's  had  lost  nearly  $1  billion;  under  a 


"We  have  to  live 
with  those  very 
interesting  views." 

reported  $650  million  acquisition- 
incurred  debt  load,  it  filed  for  bank- 
ruptcy. By  the  time  the  Swarovskis  sold  in 
the  mid-1990s,  they'd  reportedly  lost  at 
least  $50  million  on  the  deal. 

Cohen,  37,  swears  off  major  acquisi- 
tions. But  expansion  of  retail  is  on  again: 
eight  more  Swarovski  stores  in  North 
America  by  year's  end,  on  top  of  the  53 
opened  in  the  past  seven  years.  (It  has  225 
stores  worldwide.)  Though  Nadja  grants 
a  need  for  traffic,  her  own  taste  runs  more 


Building  a  Crystal  Kingdom 

THOUGH  SWAROVSKI  IS  AMONG  THE  BEST-KNOWN  NAMES  IN  THE 
$1.1  billion  global  costume  jewelry  market,  it's  historically 
been  shy.  Daniel  Swarovski,  inventor  and  glass  cutter, 
came  up  with  a  mechanism  to  run  circles  around  traditional 
artisans  in  his  native  Bohemia.  Fearing  theft  of  his  idea,  he 
fled  to  Wattens,  a  secluded  Alpine  town  on  the  Inn 
River,  where  he  used  an  early  hydroelectric  plant 
to  power  his  machinery.  Even  today  Wattens  is  dif- 
ficult to  reach;  it  is  surrounded  by  the  tallest  peaks 
in  Austria. 

The  cloak-and-dagger  remains:  Workers  in  the 
coloring  division  are  not  permitted  inside  the  cut- 
ting division,  for  example.  Visitors  can  see  only  the 
museum  and  the  lighting  lab,  and  most  financials 
and  other  company  information  are  also  off  limits. 
Yet  Swarovski's  reputation  among  jewelers  is 
golden.  "They  just  have  the  best  crystals  anywhere," 
says  Michael  Salvadore  Jr.  of  the  trade  industry  group  Man 
ufacturing  Jewelers  &  Suppliers  of  America.  "There  is  no 
comparison  for  the  accuracy  of  cut  and  the  rich  colors." 
For  years  the  Swarovskis  quietly  peddled  their  crys- 
tals to  the  fashion  and  lighting  industries.  Branding  was 
secondary;  the  Swarovskis  never  attached  their  name 
to  a  product,  so  a  minestone  dress  was  sold  simply 
under  the  designer's  brand  name.  Swarovski  became 
better  known  in  the  mid-1970s  when  an  employee,       t£ 
fooling  around  with  chandelier 
components,  glued  a  few  together. 
The  piece  resembled  a  mouse,  and 
Swarovski's  figurine  operation 
was  born.  —S.K. 


Pop  artists  like 
Beyonce  like  to 
wear  Dolce  & 
Gabbana— with 
Swarovski  glitz. 
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to  the  high-ticket  finery  in  the  earth- 
toned  Daniel  Swarovski  boutiques,  one  in 
London  and  one  in  Paris. 

The  founder,  who  had  three  sons,  di- 
vided his  company  into  three  parts:  the 
crystal  components  division  (70%  of 
sales);  Tyrolit,  which  makes  cutting  mate- 
rials for  the  auto  industry  (25%  of  sales); 
and  an  optics  unit  that  produces  scopes 
for  guns  and  binoculars.  Today  Swarovski 
remains  roughly  divided  into  those  three 
business  and  family  lines. 

But  even  within  the  crystals  branch, 
the  fifth  generation  is  scattered,  geo- 
graphically and  philosophically.  Some  are 
American  (such  as  Cohen),  some  Austrian; 
they  live  in  the  U.S.  or  London  or  in  Wat- 
tens, Austria,  where  Swarovski  is  headquar- 
tered. More  than  60  are  shareholders. 

Except  for  Nadja's  father,  Helmut 
Swarovski,  the  members  of  the  fourth 
generation  all  stepped  down  from  the 
company  board  in  the  last  two  years  (two 
outsiders  remain  as  directors).  But  that 
hasn't  fully  clarified  control  issues,  even 
to  those  inside  this  secretive  empire.  Hel- 
mut, by  most  accounts,  is  not  in  a  posi- 
tion to  give  Nadja  her  way.  Though  she 
holds  the  title  of  head  of  international 
communications,  she  wasn't  nominated 
as  a  director.  "I  should  be  in  a  differ- 
*(^  ent  place  in  the  company,"  she 
\  complains.  "I  am  doing  so  much 
for  this  company.  I'm  passionate 
about  the  product.  And  I  feel  like 
I've  been  shunned." 

She  rarely  speaks  with  rival 
Markus,  who  says  he's  sorry  for 
that  ("It's  a  two-way  street")  and 
welcomes  her  "vitality."  He  goes 
on,  "Obviously  we  do  have  to 
live  with  those  very  interesting 
opinions,  but  in  a  way  it's  not  a 
negative  contradiction.  It  gener- 
ates that  kind  of  surprise  which  is 
always  inherent  in  running  a 
family  company."  Of  Nadja's 
ambition — to  place  Swarovski 
the  realm  of  Gucci  and 
Dior — Cohen  says,  "We  very 
clearly  see  ourselves  mov- 
ing in  this  direction  of  'new 
luxury'    But    there    is 
absolutely  a  difference 
between  new  luxury  and 


You  can't  have  too  much  money. 
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Count  them.  A  401  (k)  here,  a  couple  of  IRAs  there. 
With  a  Free-for-Life  IRA  rollover,  American  Express 
Financial  Advisors  offers  the  advice  you  need  to 
consolidate  your  retirement  savings  and  make  life 
easier.  Now  as  well  as  later.  It  gives  you  more 
control  because  you  get  a  unified  view  of  your 
retirement  finances  while  preserving  the  same 
tax  advantages.  If  you  have  at  least  $5000  in 
retirement  assets  to  consolidate,  you  could  save 
hundreds  of  dollars  in  annual  custodial  fees.  As  a 
leading  provider  of  retirement  solutions,  American 
Express  can  help  allocate  your  assets  across  a 

Call  1-866-IRA-ADVICE 

or  visit  americanexpress.com/ira 

for  your  Free-for-Life  IRA. 

No  annual  custodial  fees.  Ever. 

broad  range  of  investments  to  define  the  right 
balance  for  you.  And  we  can  help  manage  your 
funds  so  they  last  throughout  your  retirement.  The 
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Swarovsk 


haute  couture.  Haute  couture  by  its 
nature  is  inaccessible.  There  might  be  30 
of  those  fancy  handbags  in  the  world." 

Nadja's  working  life  began  in  art  gal- 
leries before  she  moved  on  to  p.r.  for  lux- 
ury goods  makers  in  New  York.  In  time 
she  hankered  for  a  place  in  her  own  fam- 
ily's enterprise.  The  first  stop  was  a  sales 
and  distribution  post  in  Hong  Kong. 

She  was  slightly  horrified.  "The  sales- 
men were  carrying  around  crystals  in 
briefcases,  going  from  designer  to 
designer,"  she  says.  "But  they  didn't  know 
anything  about  any  of  these  designers. 
They  couldn't  tell  me  what  their  clothing 
and  accessories  looked  like,  what  their 
styles  and  tastes  reflected.  They  had  no 
idea  about  what  the  designers  wanted  or 
what  they  might  want." 

Her  proposal  to  headquarters:  Build 
so-called  Creative  Service  Centers,  or  crys- 
tal showrooms,  in  design  and  art  meccas. 
"Many  of  the  board  members  laughed  at 
me,"  Nadja  says.  She  ultimately  got  the 
okay  to  build  a  showroom  in  New  York  in 
1998.  Nadja  says  that  in  its  first  year 
Swarovski's  North  American  jewelry 
stones  division  increased  sales  from  $1.4 
million  to  $13  million. 

Though  she  coveted  the  marketing 
and  branding  title,  at  the  time  held  by 
Gemot,  she  was  put  on  a  small  budget  to 
carry  out  her  projects.  She  hired  fashion- 


V 


The  iconic  swans  have  survived  Nadja's  aninia  aversion. 


trend  consultants  in  London  and  New 
York  to  offer  guidance  to  crystal  cutters  in 
Wattens.  "I  did  not  have  the  money  to 
buy  lull-fledged  glossy  advertising  cam- 
paigns," she  says. 

Her   father   met    U.K.   fashionista 
Isabella  Blow  at  a  luncheon,  and  soon  hip 
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British  designer  Alexander 
McQueen  was  using  Swarovski. 
Today  the  crystals  are  on  high- 
end  shoes,  accessories  and  jack- 
ets from  Milan  to  New  York. 
Swarovski  has  become  a  spon- 
sor of  various  "fashion  weeks"; 
Nadja  also  gives  away  crystals 
to  up-and-coming  designers  as 
readily  as  designers  give  dresses 
to  celebrities. 

In  the  meantime  she  has 
encouraged  artists  to  create 
chandeliers  using  Swarovski 
crystal  chunks.  "We  let  them 
take  our  pieces,"  she  says, 
"whatever  size  they'd  like,  and 
make  whatever  their  imagina- 
tion leads  them  to  make." 
Almost.  When  one  Italian 
designer  suggested  a  chandelier 
made  out  of  crystal  bears, 
Nadja  vetoed  it.  "That's  not 
exactly  the  look  we  are  going 
for,"  she  told  him.  She  much 
prefers  the  work  of  Dutch 
architect  Vincent  van  Duysen, 
who  used  20,000  Swarovski 
crystals  to  create  a  12-foot-long 
chandelier — if  one  can  call  it 
that — tided  "Cascade." 

Is  Nadja  too  flamboyant  for 
this  century-old  enterprise?  Liv- 
ing in  Manhattan  in 
1999,  she  routinely 
made  the  society  columns — at 
one  gala  dancing  atop  a  table,  a 
6-foot-long  boa  scarf  draped 
around  her  neck. 

Nadja  has  had  outlandish 
ceiling  pieces  displayed  at  tony 
venues  like  the  Bergdorf 
Goodman  store  in  New  York, 
where  she  recently  gave  a  part)' 
for  investment  bankers, 
lawyers,  artists  and  stiletto- 
heeled  arm  candy  who  sipped 
pink-grapefruit  martinis.  Out- 
side, crystals  thrown  like  glittering  sand 
-domed  the  sidewalk.  Tellingly,  no  other 
family  members  attended  the  event. 

"I  don't  understand  it,"  she  says.  Their 

re'    inding,  she  maintains,  focuses  on  de- 

ke  where  to  put  Swarovski's  swan 

•be  company  letterhead.  "I'm  eon- 


(Once)  Made  in 
Rhode  Island 

The  nation's  smallest  state  was  once  the 
world's  largest  hub  for  the  manufacture  of 
costume  jewelry— the  bracelets,  earrings  and 
necklaces  you  see  in  department  store  displays. 
Called  "fashion  jewelry"  by  the  trade,  the  business 
took  hold  in  Rhode  Island  and  nearby  areas  in  the 
early  1900s.  Jewelry  parts— from  findings  (the 
clips  that  hold  a  bracelet  or  necklace  together)  to 
castings  (molded  jewelry  pieces)— were  often  the 
handiwork  of  Italian  immigrants.  From  New  Eng- 
land the  components  and  some  finished  jewelry 
pieces  were  shipped  to  Europe,  Japan,  Hong  Kong 
and  South  Africa.  Artisans  then  set  semiprecious 
stones  and  crystals— mainly  from  Swarovski. 

The  business  was  the  single  largest  employer 
in  Rhode  Island  as  recently  as  the  1980s,  employ- 
ing more  than  60,000  at  7,500  companies,  says 
Michael  Salvadore  Jr.  of  the  Providence-based 
trade  group  Manufacturing  Jewelers  &  Suppliers 
of  America.  Today,  under  pressure  from  foreign 
competition,  the  Rhode  Island  industry  has 
shrunk  its  payroll  to  under  10,000. 

William  Feldman  of  components  supplier 
Hord  Crystal,  Pawtucket,  R.I.,  says  jewelry  mak- 
ing has  changed  completely  in  his  14  years  with 
Hord.  "When  I  first  started  in  this  business,  we 
used  100%  domestically  made  products."    —  S.K. 


centrating  on  the  cake,  and  they're  con- 
centrating on  the  icing  of  the  cake." 

"We  definitely  see  the  need  for  us  to 
elevate  the  awareness  of  the  brand," 
Cohen  allows.  "What  Nadja  has  done  has 
helped  in  creating  that  'aspirational'  as- 
pect of  the  brand."  But,  he  adds,  the  man- 
agement board  is  relying  on  brand  con- 
sultants to  accomplish  this  repositioning. 

And  the  "cake"?  In  the  U.S.,  where 
Swarovski  had  sold  jewelry  through 
department  stores,  it  will  push  those  lines 
and  more  giftware  through  the  stand- 
alone retail  stores.  The  bad  news  for 
Nadja:  They  still  will  be  chockablock  with 
those  dreaded  animals. 

At  this  tangled  and  torn  family  enter- 
prise, the  rhinestone  heiress  cannot  satis- 
factorily get  to  "yes,"  but  there  is  no  one 
to  say  "no."  F 
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WHEN  PETER  KALLET 
was  in  college,  he 
mowed  the  greens 
at  the  company  golf 
course  for  Oneida 
Ltd.,  in  Oneida, 
N.Y.,  outside  Syra- 
cuse. It  was  a  company  town,  all  right.  A 
quarter  of  its  labor  force  was  employed  by 
the  now- 150-year-old  silverware  maker. 
They  worked  at  the  intricately  carved 
stone  headquarters,  ringed  by  the  homes 
of  corporate  honchos,  or  at  the  factory  in 
nearby  Sherrill,  where  wooden  trays  filled 
with  shanks  of  silver  were  weighed  to  pay 
workers  by  the  piece. 

Four  decades  later  Kallet,  57 
executive  of  Oneida.  The  job  is  no 
it  used  to  be.  Payroll  is  down  from  4,500 
to  2,000  since  the  late  1990s.  The  com- 
pany lost  $79  million  last  year  on  revenue 
of  $524  million.  The  stock  is  down  from 
$31  five  years  ago  to  $5.  The  golf  course 
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has  been  sold.  "We  had  five  years  of  sales 
growth  [through  2001],  and  we  did  not 
pay  attention  to  internal  workings," 
Kallet  says. 

Oneida  has  a  turnaround  plan,  built 
around  frantic  expense-chopping,  send- 
ing manufacturing  work  to  Asia  and 
streamlining  those  factory  jobs  still  left  in 
the  U.S.  Chief  Financial  Officer  Gregg 
Denny  spends  four  hours  a  day  calming 
investors  by  phone  and  takes  the  6  a.m. 
plane  to  New  York  City  monthly  to  visit 
his  bankers.  Kallet  has  forgone  his  bonus 
the  last  two  years. 

Oneida's  plight  isn't  all  that  different 

from  that  of  thousands  of  other  U.S. 

manufacturers  competing  with  China, 

but  its  troubles  were  made  worse  by  its 

unwillingness  to  abandon  its  roots.  Man- 

ent  was  too  late  in  seeing  the 

or  too  unwilling  to  change. 

i  Ltd.  grew  out  of  the  Oneida 

ity,     a     Utopian     commune 


An  etching  of  Oneida  Community  members, 
circa  1855,  in  their  library.  The  Utopian 
fellowship  lasted  31  years  in  upstate  New  York. 

founded  in  1848  by  John  Humphrey 
Noyes.  Members  of  the  group,  who  num- 
bered more  than  250  at  their  peak,  lived 
together  in  the  200-room  Mansion  House 
across  from  the  current  headquarters, 
where  they  practiced  communal  marriage 
and  group  child-rearing.  Making  silver- 
ware, among  other  trades,  helped  the 
colony  stay  afloat  until  1879,  when  the 
group  split  up,  creating  a  company  and 
giving  each  member  a  share. 

But  the  spirit  of  the  commune  re- 
mained deeply  embedded  in  the  business. 
When  the  company  hit  hard  times,  presi- 
dent P.B.  Noyes,  the  son  of  the  commune's 
founder,  cut  management's  salaries — by 
10%  in  1914  and  by  a  third  in  1921,  as  well 
as  during  the  Depression.  Oneida  went 
public  in  1967,  the  year  Kallet  joined,  but 
descendants  of  community  members  con- 
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tinued  to  run  the  firm  until  1981,  when 
Noyes'  grandson  Pierrepont  (Pete)  Noyes 
retired  as  chairman.  Even  when  outside 
managers  took  over,  they  retained  the  com- 
mune's squeamishness  about  firing  work- 
ers. "There's  been  a  great  reluctance  to  do 
things  that  make  them  more  of  a  company 
than  a  community,"  says  Boniface  (Buzz) 
Zaino,  a  portfolio  manager  at  Legg  Mason 
unit  Royce  &  Associates,  which  owns  5% 
of  the  stock. 

Case  in  point:  In  1999 
the  Oneida  board,  packed 
with  locals  and  insiders, 
turned  down  bids  of  up  to 
S37  per  share  from  Libbey, 
the  glasswaremaker,  first 
made  when  Oneida  stock 
was  trading  at  just  S2 1 . 

Kallet,  who  had  just 
been  named  chief,  redou- 
bled his  efforts  to  sell  to 
hotel  and  restaurant  chains, 
packaging  silverware  with 
china  and  glassware.  Kallet 
had  hatched  the  "total  table- 
top"  idea  a  decade  earlier, 
after  unsuccessfully  pitching 
just  flatware  to  Walt  Disney 
World's  Grand  Floridian 
Resort  in  Orlando,  Fla. 
Soon  the  Marriott  and 
Hyatt  hotel  chains  were  buying  their  table- 
ware from  Oneida,  and  Kallet  picked  up 
the  Mohegan  Sun  and  Bellagio  casinos. 

But  Kallet  and  Denny  saw  a  looming 
problem.  Oneida's  New  York  workers 
(soon  all  nonunion)  make  $30  per  hour 
on  average,  with  benefits,  while  their  Asian 
counterparts  make  $2.50  an  hour  plus 
lunch.  And  the  quality  of  imports  was  ris- 
ing. Though  his  plants  were  running  at 
full  capacity,  Kallet  realized  that  within 
three  years  cut-rate  Asian  forks  and  plates 
would  be  flooding  his  market.  "It  was  a 
crossroads  for  disaster,"  Kallet  says. 

Layoffs  were  an  obvious  solution,  but 
Kallet  feared  what  that  would  do  to  a 
region  already  devastated  by  decades  of 
manufacturing  decline.  (The  Oneida 
Indian  Nation's  casino  has  become  the 
biggest  local  employer,  offering  low-skill 
jobs  for  waitresses  and  blackjack  dealers.) 
Kallet's  family  has  deep  roots  here.  An 
■  uncle  had  owned  the  town's  theater,  now 


a  community  center,  and  a  cousin  heads 
the  Oneida  Savings  Bank.  "My  wife  is  a 
teacher,"  says  Kallet,  "and  she  says,  'Where 
are  all  the  high  school  graduates  who 
aren't  going  to  college  going  to  work?'" 

After  a  nine-hour  meeting  in  2000, 
the  board  reluctantly  agreed  to  close, 
within  a  few  years,  five  factories  in  Mex- 
ico, Italy,  China  and  Buffalo.  Doing  so 
would  save  Oneida  $12  million.  The 


work  to  Asian  manufacturers.  Kallet 
made  a  plea  to  the  remaining  factories  to 
boost  productivity.  In  the  end  he  had  to 
close  or  sell  them. 

By  last  August,  unable  to  make  a 
$4  million  debt  payment,  Kallet  stepped 
up  his  plans  to  rearrange  the  Sherrill  fac- 
tory, which  now  supplies  1 5%  of  sales, 
along  "lean  manufacturing"  lines  pio- 
neered by  Toyota  in  the  1960s.  Kallet 


"My  wife 
asks,  'Where 
are  all  the 
high  school 
graduates 
who  aren't 
going  to 
college 
going  to 
work?^L 


Sherrill,  N.Y.  plant  would  continue  to 
make  its,  most  expensive  tableware.  Kallet 
also  tackled  Oneida's  groaning  inventory, 
which  turned  over  less  than  once  a  year, 
cutting  the  selection  of  products  sold 
from  30,000  to  9,500.  Tightening  credit 
reduced  receivables  from  78  days  out- 
standing to  53  days.  To  bolster  the  table- 
top  strategy,  Kallet  spent  $140  million  to 
buy  three  tableware  suppliers. 

Things  were  looking  okay  in  2001,  and 
then  came  Sept.  1 1 .  With  knives  banned, 
airlines  cut  orders  by  $25  million.  Mar- 
riott's catering  business  dropped,  lessening 
the  chain's  need  for  flatware. 

So  another  round  of  cuts  ensued, 
including  the  sale  of  a  lakeside  retreat.  By 
now  Kallet  had  eliminated  $30  million  in 
•  annual  operating  costs,  but  because  sales 
were  falling,  overhead  remained  at  26% 
of  sales.  With  the  board's  reluctant  assent, 
Kallet  fired  two-thirds  of  the  1,800  work- 
ers in  the  Sherrill  factory,  moving  the 


found  $4  million  to  move  equipment  like 
the  metal-stamping  and  finishing 
machines  closer  to  each  other,  so  that  one 
fork,  which  used  to  take  six  weeks  to 
make,  will  now  take  a  little  more  than  a 
day.  "The  way  we  make  our  money  is  by 
shaving  a  penny  off  a  piece  for  2  million 
pieces,"  says  Vice  President  Matthew 
Roberts,  grandson  of  a  Sherrill  worker. 

In  some  ways  this  is  still  an  inbred 
company  in  an  inbred  town.  Oneida  still 
does  its  ads  in-house.  The  ten-person 
board  has  four  Oneida  executives  and  four 
directors  who  have  retired  from  or  have 
run  other  local  manufacturers,  including 
the  head  of  Harden  Furniture,  which  sup- 
plied the  carved-wood  boardroom  chairs. 

Sales  could  come  back  as  tourism 
picks  up,  but  Oneida's  prices  are  still 
under  siege  from  abroad.  Investors  are 
losing  patience,  and  Wall  Street  analysts 
have  dropped  coverage.  The  communal 
spirit  is  no  match  for  globalization.        F 
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Schering-Plough 
Chief  Fred  Hassan, 
in  partnering  with 
Merck,  has  a  tricky 
hand  to  play. 

BY  ROBERT  LANGRETH 

|  RED  HASSAN,  A  58-YEAR- 
old  Pakistani-born  chem- 
ical engineer,  has  a  repu- 
tation in  the  drug 
industry  for  playing  a 
poor  hand  well.  He  spiffed  up  an 
ailing  Pharmacia  in  the  late  1990s 
before  selling  it  to  Pfizer  last  year 
for  $60  billion.  Now  chief  execu- 
tive of  Schering-Plough  Corp.,  he 
vows  to  revive  it  as  soon  as 
next  year. 

Tough  job:  Last  year  Scher- 
ing-Plough's  revenue  fell  18%  to 
$8.3  billion  as  it  posted  a  loss  of 
$92  million;  this  year  is  looking  dismal, 
too.  The  Kenilworth,  N.J.-based  Scher- 
ing-Plough has  lost  two-thirds  of  its  mar- 
ket value  since  2000.  And  this  time 
around  Hassan  has  only  one  good  hole 
card,  and  playing  it  right  requires  the 
cooperation  of  a  somewhat  balky  part- 
ner: Merck  &  Co.  The  two  companies 
now  market  Schering-Plough's  choles- 
terol-lowering drug  called  Zetia.  Taken 
alone  its  effects  are  so-so,  but  it  is  prov- 
ing to  be  far  more  potent  when  com- 
bined with  Merck's  $5  billion-a-year 
Zocor.  The  two  have  teamed  to  market  a 
combo  pill  in  a  50-50  split  and  hope  to 


win  regulatory  approval  as  early  as  July. 

The  problem  is  the  new  drug  will  face 
fearsome  competition  from  Merck  itself, 
which  plans  to  continue  pushing  Zocor 
for  another  two  years,  a  move  that  could 
undercut  sales  of  the  combo  pill.  This 
rankles  Hassan,  who  inherited  the  joint 
venture  and  its  terms,  according  to  peo- 
ple familiar  with  the  matter.  Still,  Hassan 
has  high  hopes  for  the  new  drug.  "If  it 
becomes  a  blockbuster,  we  will  do  well," 
he  says.  "It  is  the  most  important  thing  in 
the  near  term." 

The  combo  drug  is  tentatively  named 
Vytorin,  and  results  of  an  800-person  trial 


were  to  be  revealed  at  a  medical  confer- 
ence on  Mar.  8.  It  is  the  first  head-to-head 
study  comparing  the  new  combo  with 
Pfizer's  Lipitor,  the  world's  bestselling 
drug  with  $9  billion  in  annual  revenue. 
By  itself  Schering-Plough's  drug,  Zetia, 
lowers  cholesterol  by  18% — not  terrific.  It 
had  sales  of  $471  million  last  year — also 
not  terrific.  But  the  combination  of  the 
two  drugs  is  expected  to  lower  bad  cho- 
lesterol by  over  50%,  so  that  Vytorin  may 
be  slightly  more  effective  than  compara- 
ble doses  of  Lipitor.  Some  analysts  predict 
peak  sales  of  $3  billion  or  more.  "We  will 
beat  you  at  the  starting  gate  and  beat  you 
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inhering 


at  the  finish  line,"  says  Schering-Plough 
cardiologist  Enrico  Veltri. 

Zetia  blocks  dietary  cholesterol  from 
being  absorbed  in  the  intestine;  by  con- 
trast, Lipitor,  Zocor,  Pravachol  and  other 
statins  block  cholesterol  production  in 
the  liver.  Hassan  claims  that  patients  on 
the  combo  pill  "can  get  into  the  high-effi- 
cacy zone  with  fewer  safety  issues  than 
high-dose  statins."  High  doses  of  Bayer's 
statin,  Baycol,  were  linked  to  31  deaths 
from  muscle  damage,  and  prompted  its 
2001  recall.  "[My  office  is]  filled  with 
patients  complaining,  'My  statin  dose  is 
too  high  and  my  muscles  arc  killing  me,'" 
says  Christie  Ballantyne,  a  cardiologist  at 
Baylor  College  of  Medicine  and  leader  of 
the  Zetia-Zocor  trial.  Pfizer,  however, 
found  no  cases  of  muscle  damage  in  an 
analysis  of  9,000  Lipitor  users,  some  of 
whom  were  ingesting  high  doses. 

Michael  Davidson,  a  heart  specialist 
at  Rush  University  Medical  Center  in 
Chicago  and  a  tester  of  the  combo  pill, 
predicts  "a  brutal  three-way  war"  for 
market  share  among  Vytorin,  Lipitor  and 
AstraZeneca's  Crestor. 

Other  cardiologists  argue  the  combo 
pill  won't  have  a  big  impact  because  the 
vast  majority  of  patients  do  fine  with 


Healing  and  Dealing 


A  $1,000  bet  on  Pharmacia  &  Upjohn 
when  Hassan  joined  in  1997  did  nicely  all 
the  way  through  its  sale  to  Pfizer  last  year. 
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Pharmacia/Pharmacia  &  Upjohn 


'97    '  '98  '   '99  '   '00  '   "01  '   '02  '   '03 

Source:  FT  Interactive  Data  via  FactSet  Research  Systems. 

switch  to  the  new  version.  Billions  of  dol- 
lars could  be  lost  to  competitors  or 
generic  versions  if  a  drugmaker  fails  to 
entice  most  patients  into  switching  ahead 
of  time.  But  Merck  says  it  plans  to  con- 
tinue promoting  Zocor  to  the  very  end, 
even  as  it  touts  the  new  combo. 

This  move  has  raised  concerns  that 
Merck  is  not  as  interested  in  pushing  a 
joint-venture  drug  that  yields  only  half  of 
each  profit  dollar.  Merck's  Gilmartin 
swears  this  isn't  the  case:  "What's  most 


yet  named  a  successor.  One  scenario  has 
Hassan  selling  Schering-Plough  to  Merck 
and  assuming  the  top  job  postmerger. 

Merck's  Gilmartin  calls  the  current 
arrangement  "ideal"  and  says  he  has  no 
interest  in  a  "disruptive"  merger  with 
Schering-Plough  or  anyone  else.  Scher- 
ing's  Hassan,  always  a  pragmatic  deal- 
maker,  doesn't  rule  out  such  a  possibility. 
He  made  Pharmacia  a  serious  contender 
by  merging  it  with  Monsanto  in  2000  to 
gain  access  to  its  popular  painkiller,  Cele- 
brex. But  this  time  his  company  is  too 
small  to  buy  a  titan  like  Merck,  and  the 
joint  venture  could  discourage  buyers:  It 
contains  a  "poison  pill"  clause  that  gives 
Merck  the  right  to  buy  Schering-Plough's 
share  of  the  partnership  if  Schering- 
Plough  is  acquired. 

With  no  transforming  deal  in  sight, 
Hassan  sleuths  for  small  to  midsize  deals 
for  cancer  and  antiviral  products  that 
could  boost  Schering-Plough's  portfolio. 
"We  may  not  be  the  largest  company,  but 
in  terms  of  growth  rate,  we  will  be  very 
dynamic,"  he  vows.  He  also  hopes  to 
squeeze  as  much  as  possible  out  of  existing 
products  such  as  Remicade  for  rheuma- 
toid arthritis,  which  the  company  sells  in 
Europe,  and  the  hay  fever  spray,  Nasonex. 


"Well  beat  you  at  the  starting  gate  and  beat  you  at  the  finish  line." 


statins  alone.  Pfizer's  Lipitor  has  easily 
held  its  ground  against  Crestor,  which 
claims  to  be  more  potent.  As  for  the  new 
Schering-Merck  entry,  "We  don't  see  this 
as  a  real  competitive  threat,"  says  Gary 
Palmer,  a  Pfizer  vice  president.  "It's  an 
untried  and  untested  approach." 
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important  to  us  is  a  successful  launch  of 
the  combo.  It  means  a  lot  more  to  our 
growth  potential  than  some  additional 
sales  of  Zocor."  He  says  patients  will  nat- 
urally drift  to  the  more  effective  combo. 

Trying  to  promote  both  Zocor  and  the 
Zocor-Zetia  duo  "is  not  a  realistic  strat- 
egy," says  Sanford  C.  Bernstein  analyst 
Richard  Evans,  who  rates  both  Schering- 
Plough  and  Merck  neutral.  With  statin 
prescriptions  growing  only  6%  a  year,  he 
says,  Zetia-Zocor  will  have  to  cannibalize 
Zocor  immediately  to  sell  well. 

1  vans  calls  the  current  state  of  affairs 
"the  unnatural  result  of  Merck's  having 
(ailed  to  buy  Schering-Plough"  a  few 
years  ago  when  the  deal  might  have 
boosted  Merck's  earnings.  Speculation 
about  such  a  merger  intensified  after 
Merck  and  Schering  unveiled  plans  for  a 
joint  venture  in  May  2000.  Gilmartin 
retires  in  2006,  and  Merck's  board  hasn't 


But  his  1 1  months  at  Schering- 
Plough  have  been  plagued  by  problems 
he  largely  inherited.  Last  summer  sales  of 
Schering-Plough's  only  other  big  seller, 
the  hepatitis  drug  Peg-Intron,  nose-dived 
as  doctors  switched  to  a  new  and  more 
convenient  compound  from  Roche  Hold- 
ing. Last  month  a  once-promising  drug 
for  lung  cancer  failed  in  final-stage  trials, 
and  Schering-Plough  continues  to  spend 
hundreds  of  millions  to  fix  its  factories, 
having  been  fined  $500  million  by  the 
feds  in  2002  for  repeatedly  failing  to  fix 
quality  problems. 

Ultimately  success  or  failure  will 
depend  most  on  the  Zetia-Zocor  cam- 
paign. If  its  sales  soar  and  Merck  can't 
come  up  with  a  Zocor  replacement,  the 
pressure  could  mount  on  Merck  and 
Gilmartin  to  make  Hassan  an  offer  too 
good  to  refuse.  In  that  case,  Hassan  will 
have  pulled  off  an  inside  straight.  F 
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The  right  software  can  transform  your 
infrastructure  into  an  on-demand  environment. 

The  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
our  management  software  is  designed  to  make  your  business  more  responsive 
than  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
integrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
profitability.  To  find  out  more  about  transforming  your  IT  environment  for 
business  success,  go  to  ca.com/management1. 
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THE  NO  CHILD  LEFT  BEHIND 
law,  which  sailed  through  Con- 
gress with  overwhelming  ma- 
jorities two  years  ago,  has  a 
giant  problem — one  that  will 
cause  the  act  to  fail.  But  no  one  discusses 
this  problem  in  public. 

Even  the  law's  fiercest  critics — who 
now  include  just  about  all  our  country's 
prominent  Democrats — seem  not  to  have 
noticed  the  real  problem.  And  it  certainly 
will  not  be  pointed  up  by  such  longtime 
enthusiasts  as  the  Business  Roundtable,  the 
National  Association  of  Manufacturers,  the 
U.S.  Chamber  of  Commerce  and  numer- 
ous high-profile  chief  executives.  They  like 
the  "accountability"  the  law  promises  to 
deliver.  They  like  its  incentive  system, 
which  steers  funding  to  successful  schools 
(as  measured  by  test  scores)  and  penalizes 
the  failures.  They  like  the  higher  standards 
for  teachers,  and  the  threat  these  pose  to 
the  teachers'  unions.  They  are  even  learn- 
ing to  love  the  U.S.  Department  of  Educa- 
tion, which  now  spends  $55.6  billion  a  year 
administering  No  Child  and  other  federal 
programs,  and  they  are  presumably  pleased 
that  Ronald  Reagan  welshed  on  his  1980 
campaign  promise  to  ax  the  agency. 

Last  year  was  the  first  in  which  the  en- 
tire No  Child  machinery  was  up  and  run- 
ning, and  we  learned  a  few  things  about 
how  it  will  work.  The  then-current  crop  of 
news  stories  reflects  the  exasperation  of 
local  school  officials,  who  did  not  expect 
so  much  paperwork  and  gripe  about  "un- 
funded mandates."  Another  familiar  story 
line  centers  on  the  shock  of  administrators 
at  first-rate  schools  when  told  they  are 
"failing"  (or  at  least  that  term  keeps  get- 
ting into  the  headlines). 

The  alleged  failure  often  involves  tech- 
nicalities. No  Child's  authors  were  deter- 
mined to  forestall  cheating  by  principals, 
many  of  whom  had  long  boosted  their 
schools'  test  scores  !  'ging  poor 

students  to  stay  horn  s  when  big 

tests  were  given.  So 
that  95%  of  all  student-     uidin 
95%  of  each  ethni  lin  the 

school — had  to  p.  1 1 
schools  were  flunked  becau  se  the    on 
say,  94.6%.  As  this  artic  le  g<  x 
oral  states  -Virginia,  Minnesota 
among  them — look  like  they  mighl  opl  out 


Children  Will  Be 
Left  Behind 

George  Bush's  school  accountability  law, 

enacted  to  much  fanfare  two  years 

ago,  is  something  of  a  fraud.  It  cannot 

possibly  perform  as  advertised. 
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THE  JEER  TRAIL  RATED™  SYSTEM.  Yeah,  we're  tough  on  our  4x4s.  We  put  them  through 

a  series  of  rigorous  tests  under  grueling  conditions  with  unreasonably  high  expectations. 

The  result?  A  TRAIL  RATED  badge  that  shows  every  Jeep  4x4  is  capable     ONLY  IN  A 

of  getting  you  safely  through  some  of  the  most  extreme  situations.  To 

learn  all  about  the  incredibly  capable  TRAIL  RATED  Jeep  4x4s  and  their 

impressive  7-year/  70,000-mile  Powertrain  Limited  Warranty,*  please  visit  us 

at  jeep.com/trailrated   IF  IT'S  NOT  TRAIL  RATED,  IT'S  NOT  A  JEEP  4x4.       jeep.com 


Jeep 


Jeep  and  Trail  Rated  are  trademarks  of  DaimlerChrysler  Corporation. 

♦See  dealer  for  a  copy  of  this  limited  warranty.  Transferable  to  second  owner  with  fee.  A  deductible  applies. 
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of  No  Child,  as  the  law  allows  them  to  do. 
Any  such  decision  would  mean  a  loss  of 
some  federal  funding  for  education  but 
would  lift  the  new  regulatory  burden. 

And  yet  the  law's  main  problem  con- 
tinues to  be  unrepresented  in  the  news  sto- 
ries. The  problem  is  that  some  students  are 
not  smart  enough  to  do  well  on  tests.  This 
might  be  considered  too  obvious  to  men- 
tion but  for  some  astounding  details  about 
No  Child.  For  openers,  it  proposes  to  elim- 
inate— not  reduce,  eliminate — the 
"achievement  gap"  between 
prosperous  and  impover- 
ished students.  The  gap  is 
tremendous  and  in  large 
measure  reflects  socioeco- 
nomic IQ  differences.  The 
states  with  the  most  students 
eligible  for  the  federal 
free/reduced  lunch  program 
(a  fairly  good  indicator  of 
poverty  status)  reliably  pro- 
duce the  lowest  reading  and 
math  scores. 

But  No  Child's  IQ  prob- 
lem is  not  just  a  matter  of  so- 
cial class  differences.  The  law 
also  states,  insanely,  that  by 
2014  all  American  students 
must  be  "proficient"  in  read- 
ing and  math.  Any  school  at 
which  this  doesn't  happen  will  suffer  severe 
penalties,  up  to  and  including  a  takeover  by 
the  state.  Yet  the  shape  of  the  bell  curve 
guarantees  that  most  schools  will  fail.  No 
amount  of  accountability,  incentives  and  su- 
perduper  teaching  can  possibly  get  all  the 
kids  in  any  sizable  school  up  to  100%  pro- 
ficiency by  2014.  Tile  act  supported  by  all 
those  hardheaded  businessmen  is  utterly 
Utopian. 

To  be  Mire,  2014  is  ten  years  off.  But 
during  thos<  pears  ea<  I  state  'mist  con- 
tinually demonstrate  thai  it  is  making 
"adequate  yearly  pr<  t  ra 

will  take  it  from 
ciency  to  100%  b)  201  ' 
progress  requireme 
effects  in  many  school  d  ri 

states  the  effect  has  been 
mic  standards. 

No  Child  is  lowering  stai 
can  that  be?  The  answei  resides  n\ 
that  in  order  to  make  the  new  law 


manageable  its  authors  gave  the  states  some 
wiggle  room  in  defining  "proficient."  No 
Child  envisions  four  levels  of  mastery  for 
each  subject:  "Advanced"  is  highest,  fol- 
lowed by  "proficient,"  "basic,"  and  (the 
lower  depths)  "below  basic."  This  four- 
tiered  schema  was  copied  from  the  National 
Assessment  of  Educational  Progress,  which 
has  regularly  surveyed  the  academic 
achievements  of  American  kids  since  1969. 
But — critical  detail — the  states  were  not  re- 
quired to  embrace  the  NAEP  definitions  of 


Who's  "Proficient"? 


An  answer  supplied  last  year  (and  every  other  year)  by  a  national 
survey:  Middle-class  kids  are  better  readers  than  low-income  kids 


%  of  students 

||  Receiving  free  lunch 

H  Showing  proficiency  in  reading 

43 

37         37 


MS         LA         NM        WV         OK 
Highest  %  in  the  free-lunch  program 

Source:  National  Assessment  of  Educational  Progress. 


NH         VT         MA         MN         Wl 
Lowest  %  in  the  free-lunch  program 


those  terms.  In  the  NAEP  tests,  proficiency  is 
defined  as  "solid  academic  performance  . . . 
demonstrated  competency  over  challeng- 
ing subject  matter . . .  and  analytic  skills  ap- 
propriate to  the  subject  matter." 

The  definition  is,  to  be  sure,  fuzzy,  but 
it  comes  accompanied  by  some  test  ques- 
tions that  make  it  real  and  that  guarantee 
most  students  will  be  nowhere  near  profi- 
cient. In  the  2003  NAEP  sample  only  27%  of 
the  country's  eighth  graders  were  proficient 
or  better  in  math;  33%  were  below  basic. 

The  law  states, 
insanely,  that 
within  ten  years 
all  students  must 
"proficient." 


So,  looking  at  their  new  situation,  the  states 
decided  overwhelmingly  not  to  go  for  the 
NAEP  standards. 

But  that  was  not  all:  It  also  sank  in  that 
their  yearly  progress  burdens  would  be 
lower  if  their  standards  were  lower.  A 
lower  standard  means  that  a  higher  pro- 
portion of  students  will  already  be  close  to 
proficient,  which  means  in  turn  that  the 
required  annual  progress  will  be  less  de- 
manding. Only  three  states  (Louisiana, 
Delaware  and  Connecticut)  opted  for  the 
NAEP  standards.  All  the  oth- 
ers understandably  decided 
either  to  stick  with  their  tra- 
ditional standards,  which 
were  lower  than  NAEP's,  or 
to  reduce  their  standards 
further.  I  spoke  recently 
with  Sharif  Shakrani, 
deputy  executive  director  of 
the  National  Assessment 
Governing  Board  (the  pol- 
icy board  that  runs  NAEP), 
who  said  crisply:  "I  can  un- 
derstand that.  If  the  states 
make  [the  standards] 
tighter,  they  will  just  have 
more  that  are  failing." 

But  holding  down  stan- 
dards does  not  entirely  solve 
the  states'  problems  with  No 
Child.  For  one  thing,  there  are  limits  to  how 
low  you  can  go.  If  standards  begin  to  seem 
a  travesty,  you  get  howls  from  the  parents. 
And  with  any  kind  of  meaningful  stan- 
dards at  all,  100%  proficiency  is  impossible. 
Robert  Linn,  the  new  president  of  UCLA's 
respected  National  Center  for  Research  on 
Evaluation,  Standards  and  Student  Testing, 
recentiy  observed  that  it  would  be  an  enor- 
mous challenge  just  getting  100%  of  kids  to 
NAEP's"basic"  level. 

Nobody  can  say  for  sure  how  the 
drama  will  play  out,  but  one  way  or 
another,  No  Child  will  be  changed.  Its 
goals  are  wildly  unrealistic,  and  a  sizable 
fraction  of  the  educators  now  caught  up 
in  the  process  know  it's  unrealistic.  As  the 
late  economist  Herbert  Stein  famously 
said,  "If  something  can't  go  on  forever, 
it  will  stop."  He  was  talking  about  finan- 
cial deficits,  but  he  might  as  well  have 
been  talking  about  deficient  thinking  in 
educational  reform.  F 
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Tide 


y/&  elite  ranks  of  the  world's  billionaires  gained  64  new  members  in  the  past  year,  including  some 
real  surprises.  In  a  fairy  tale  as  fantastic  as  her  popular  Harry  Potter  series,  former  welfare  mother 
Joanne  Kathleen  Rowling  makes  her  debut  on  FORBES'  18th  annual  billionaire  rankings.  So  do  two  geeks 
who  have  barely  turned  30:  Sergey  Brin  and  Larry  Page,  who  created  the  ultrapopular  Google  search  engine 
and  are  expected  to  take  their  company  public  this  year.  Canadian  impresario  Guy  Laliberte,  creator  of  Cirque 
du  Soleil,  joins  the  ten-figure  club,  as  does  Hong  Kong's  Michael  Ying,  whose  Esprit  line  of  apparel  is  spread- 
ing, Gap-like,  around  the  world. 

After  two  years  of  falling  fortunes  the  ultrarich  got  even  richer  in  2003.  The  collective  net  worth  of  the 
world's  wealthiest  jumped  half  a  trillion  dollars  in  the  past  year,  to  $1.9  trillion.  The  biggest  gainer  in  sheer 
dollars  was  Warren  Buffett,  who  added  $  1 2.4  billion  to  his  net  worth  and  now  is  only  a  few  billion  dollars  shy 
of  ending  Bill  Gates'  ten-year  reign  as  the  richest  person  on  the  planet.  This  year  FORBES  reports  a  record  587 
billionaires.  Thanks  to  rising  oil  prices,  Russia  minted  8  new  ones  and  now  has  a  total  25,  the  third-highest 

concentration  of  billionaires  in  the  world,  trailing  only  the  U.S. 
and  Germany.  And  in  addition  to  the  64  rookies,  56  billionaire 
"returnees"  made  impressive  comebacks,  rejoining  our  list  after 
a  year  or  longer  absence.  Among  them:  Yahoo  founders  David 
Filo  and  Jerry  Yang;  Gustaf  Douglas,  the  largest  shareholder  in 
security  firm  Securitas;  and  Frontline's  John  Fredriksen,  all  of 
whom  benefited  from  rebounding  stock  markets.  Nine  Asians 
returned  to  the  list,  a  testament  to  the  improving  global  econ- 
omy. But  money  can't  buy  freedom:  Russian  billionaires  Mikhail 
Khodorkovsy  and  Platon  Lebedev  and  Japanese  tycoon  Yasuo 
Takei  all  languish  in  jail  or  police  custody.  Our  rankings  are  a 
snapshot  taken  on  Feb.  6  (the  date  on  which  we  priced  publicly 
held  stocks);  that  is  why  Singapore's  Khoo  Teck  Puat  is  still 
ranked  108,  although  he  died  late  last  month. 


Net  worth 
Rank  Name/State  or  Country                            ($bil) 

h 

1  William  Gates  Ill/Washington                      46.6 

2  Warren  Butfett/Nebraska                           42.9 

3  KarlAlbrecht/Germany                               23.0 

Il«  J 

1 

4  Prince  Alwaleed  Bin  Talal  Alsaud/Saudi  Arabia  21.5 

5  Paul  Allen/Washington                               21.0 

6  Alice  Walton/Texas                                   20.0 

7  Helen  Walton/Arkansas                             20.0 

8  Jim  Walton/Arkansas                              20.0 

9  John  Walton/Arkansas                              20.0 

10  S.Robson  Walton/Arkansas                         20.0 
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\aml}a0i€ry  rich  empire— on 


Dubai's  crown  prince  is  buildT^a^rery  rich  empire— on 
virtually  everything  but  oil.  By  Matthew  Swibel 


'CJyfr  is  a  place  where  the  act  of 
moving  around  sand  dunes  always  involves  billions  of 
dollars.  You  might  recognize  the  sail-shaped  $  1  billion 
Burj  Al  Arab  superluxury  hotel  jutting  into  the  Persian 
Gulf.  Perhaps  you  haven't  heard  of  the  $3  billion  con- 
struction of  two  islands  in  the  shape  of  palm  trees.  Or 
the  480,000-square-foot  hole  for  a  new  $4. 1  billion  air- 
port terminal.  That's  in  front  of  the  site  for  Dubailand, 
an  improbable  $5  billion  Disneyesque  project  com- 
prising indoor  snow  skiing,  an  animal  safari  and  amuse- 
ment rides — but  not  a  single  mosque. 

The  guy  driving  all  this  construction  is  a  bit  of  an 
oddity  himself.  Sheikh  Mohammed  bin  Rashid  Al  Mak- 
toum,  54,  who  rules  this  tiny  city-state  (roughly  the  size 
of  Rhode  Island),  is  Dubai's  de  facto  Muslim  leader, 
but  he  has  a  distinctly  capitalist  tilt.  Thanks  to  his  rest- 
less enterprise,  Dubai's  nominal  GDP  has  exploded  from 
$8  billion  to  $20  billion  in  the  last  decade.  That  wealth 
does  not  derive  from  oil,  which  represents  only  8.5%  of 
output;  nearly  two-thirds  comes  from  trade,  tourism, 
reai  instruction  and  financial  services. 

)i  is  a  place  of  intriguing  contrasts.  Fewer  than 

nillion  residents  are  nationals;  most  of  its 

dl  from  Pakistan,  India,  Iran,  Egypt  and 

Women  in  black  burkas  revealing 

sheikh  Zayed  Road  past  a  line 

•  liting  to  get  into  the  smoky 

Zil  i   -     .  ed.  While  muezzins 

•-'i11  •      car  bells  ringing  at 

'Ik-' c  '       h  stamps  in  their 

passports  bi  anttobethe 

one  place  in  I:  >esi  option  for 

everything — bus  i  |  classsport- 

ingand  entertainment  t  imed. 
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It's  not  quite  the  business  mecca  it  pretends  to  be, 
not  yet,  anyway.  Technically,  foreigners  can't  own  land 
in  Dubai — or  anywhere  in  the  United  Arab  Emirates, 
a  federation  of  seven  sheikhdoms  on  the  Arabian 
peninsula.  But  the  tax-free  advantages  to  trading  com- 
panies are  an  irresistible  draw  for  more  than  1,500 
companies  from  80  nations.  A  fledgling  stock  exchange 
lists  16  companies  (market  cap:  $15.4  billion,  versus 
$14.7  trillion  for  the  NYSE)  that  trade  for  two  hours  a 
day.  The  economy  remains  opaque  because  there's  lit- 
tle distinction  between  government  fisc  and  private 
treasure  of  the  sheikh  and  his  three  brothers,  estimated 
at  $10  billion. 

The  sources  of  that  wealth  are  a  little  fuzzy.  Mo- 
hammed gets  $2  billion  a  year  in  income  from  assets  ac- 
cumulated by  his  father,  Sheikh  Rashid.  Then  there's  an 
estimated  $2.5  billion  a  year,  a  subsidy  from  the  UAE  to 
the  ambitious  autocrat  and  his  family.  In  addition,  Mo- 
hammed controls  luxury  hotels,  banks  and  at  least  six 
beachfront  palaces,  not  to  mention  a  stable  of  1,200  Ara- 
bian racehorses.  (Dubai's  Nad  al  Sheba  Racecourse  hosts 
the  Dubai  World  Cup  series,  the  richest  equine  event  in 
the  world,  with  purses  totaling  $16  million.) 

Think  of  Dubai  as  a  corporation  and  Mohammed 
its  chief  executive — without  a  board  of  directors  getting 
in  his  way.  He  can  increase  the  value  of  land  simply  by 
building,  say,  a  marble-clad  hotel  on  a  portion  of  it. 
The  airline  he  launched  delivers  tourists  who  stay  at  his 
hotels  and  buy  goods  sent  through  his  ports.  To  keep 
things  humming,  he  funnels  cash  to  his  friends  in  the 
form  of  highway  and  hospital  contracts.  "Under  Sheikh 
Mohammed,"  says  Khalaf  Al  Habtoor,  a  billionaire  con- 
struction magnate  whose  firm  helped  build  hotels,  hos- 
pitals and  airport  facilities,  "anything  is  possible." 


j«s# 


■ 


%* 


Sheikh  Moh 


Billionaires 


Breaking  the  Mold 


Women  executives  are  about  as  common  in  the  Persian  Gulf  as  alpine 
lakes.  Which  makes  petite,  striking  Lubna  Al-Qasimi— dressed  head- 
to-toe  in  a  black  burka— all  the  more  conspicuous.  As  chief  executive 
of  Tejari,  an  online  procurement  service,  Lubna  regularly  hobnobs  with 
higher-ups  at  customers  like  HSBC,  Emirates  Airlines  and  officials  of 
Dubai's  government.  She  also  has  official  duties  as  princess— or 
sheikha— and  niece  of  the  ruler  of  neighboring  Sharjah  ("It's  mostly 
just  posing  for  photos,"  she  says  with  a  dismissive  giggle). 

Business  is  serious.  Before  getting  her  M.B.A.  on  weekends  at  the 
American  University  of  Sharjah,  Lubna  grabbed  the  attention  of  Sheikh 
Mohammed  bin  Rashid  Al  Maktoum  by  developing  a  customized  mani- 
fest documentation  system  while  working  at  the  Dubai  Port  Authority. 
The  technology  reduced  cargo  turnaround  from  one  hour  to  ten  minutes. 
It  later  inspired  an  online  marketplace  supporting  purchase  orders  for 
companies  in  Dubai's  free-trade  zones.  Why  couldn't  the  same  open- 
bidding  efficiencies  be  brought  to  the  public  sector?  Thus  Tejari  ("com- 
merce," in  Arabic)  was  born  in  2000,  with  an  estimated  $20  million  in 
seed  financing,  mostly  from  Mohammed.  It  wasn't  throwaway  money: 
Today  some  70%  of  Dubai's  government  purchases  are  made  online,  while  only  30%  of  bureaucrats  were  Web-literate  when  Tejari  was 
launched.  Lubna  claims  her  company  broke  even  last  year.  Tejari  now  runs  franchises  in  Jordan,  Kuwait,  Iraq,  Lebanon  and  Syria. 

All  the  more  impressive,  considering  that  a  proposed  federal  family  law  in  the  United  Arab  Emirates  does  not  guarantee  the  rights  of 
married  women  to  find  employment.  In  fact,  part  of  the  draft  law  reportedly  allows  a  husband  to  prevent  his  wife  from  working,  even  if 
she  has  a  prenuptial  agreement  allowing  her  to  get  a  job.  "I  know  I'm  a  role  model,"  says  Lubna,  who  has  spent  time  in  the  States  and 
the  U.K.  "Now  we  have  to  show  the  world  what  we  can  do."  —M.S. 


Anything  except  failure.  In  2000  the 
sheikh's  friends  Abdullah  and  Majid  Al 
Futtaim  couldn't  agree  on  who  should  run 
their  $1  billion-plus  auto-trading  and  real 
estate  business,  which  includes  exclusive 
selling  rights  for  Toyota,  Jeep,  Volvo  and 
Chrysler,  as  well  as  a  1 -million-square-foot 
shopping  mall.  Squabbling  might  have  dri- 
ven both  ventures  into  the  ground.  Mo- 
hammed ordered  each  sib  to  bid  on  the  as- 
sets, highest  number  takes  all.  "His 
Highness  never  wants  to  see  anyone  go 
bankrupt  in  Dubai,"  says  a  banker  who 
represents  the  superrich  there. 

Protection  for  this  curious  system  arises 
from  Dubai's  awkward  alliance  with  the 
UAE,  which  keeps  meddling  from  rival 
rulers  to  a  minimum  and  provides  military 
muscle.  Mohammed  saved  himself  a  bun- 
dle in  1997  by  handing  a  i  army 
to  Abu  Dhabi,  the  largest  UAE  member  and 
owner  of  90%  of  the  federation's  oil  and 
gas  reserves.  Abu  Dhabi  also  operates  the 
UAE's  central  bank,  which  pegs  the  local 
currency,  the  dirham,  to  the  greenback  and 
is  the  final  arbiter  on  financial  regulation. 

How  did  this  castle  in  the  sand  arise?  A 
century  ago  enterprising  merchants  turned 


to  Dubai's  tiny  port  to  avoid  taxes  at  the 
Persian  port  of  Lingah.  Fifty  years  later 
Dubai  was  a  hapless  British  colony  with  a 
diminishing  pearl  trade  and  ship  traffic. 
Mohammed's  father,  Sheikh  Rashid, 
dredged  and  modernized  the  port.  The 
Jebel  Ali  port  is  now  the  largest  man-made 
harbor  in  the  world  and  a  tax-free  zone. 
With  fees  from  port  traffic,  he  laid  down 
the  nation's  first  airstrip.  Today  Dubai  In- 
ternational serves  105  airlines  connecting 
250  destinations.  Tourism  is  20%  of  GDP. 
Mohammed,  the  third  eldest  of  Rashid's 
four  sons,  went  to  the  Bell  School  of  Lan- 
guages in  Cambridge,  England,  where  he 
studied  the  English  language — and  the  race- 
track.  But  when  oil  was  discovered  back 
home  in  1968,  he  joined  his  father  at  a  secret 
desert  negotiation  to  forge  an  alliance  with 
Abu  Dhabi.  Three  years  later  Rashid's  heir 
became  the  world's  youngest  minister  of  de- 
mand soon  had  to  deal  with  the  1973 
Yorri  Kippur  attack  on  Israel,  an  attempted 
coup  in  neighboring  Sharjah  and  a  hijacking 
al  Dubai  International  Airport.  Leadership 
by  fire,  "1  watch.  1  read  laces.  I  take  deci- 
sions," he  says.  "And  I  move  fast.  At  lull 
throttle." 


Especially  when  it  comes  to  free  trade. 
Knowing  that  UAE  oil  would  dry  up  by 
2020,  Mohammed  was  bent  on  stripping 
out  regulations  to  attract  foreign  business  in 
an  avowedly  protectionist  region  of  the 
Middle  East.  He  created  four  free-trade 
zones,  which  eventually  drew  the  likes  of 
Microsoft,  Cisco,  CNN  and  Reuters.  His 
open-skies  agreement,  with  unlimited  fre- 
quencies and  capacity  to  all  carriers,  per- 
suaded Air  France  to  consolidate  regional 
cargo  operations  in  Dubai.  Thanks  to  pro- 
longed civil  conflict  in  Lebanon  and  the 
Iran-Iraq  war,  Dubai  had  little  competition. 
With  just  $10  million  Mohammed  created 
Dubai's  first  state  carrier,  Emirates  Airlines, 
in  nine  months.  It  became  the  first  state- 
owned  entity  to  publish  audited  profit-and- 
loss  figures;  it  has  been  in  the  black  every 
year,  save  one,  since  its  founding  in  1985. 

Not  all  the  sheikh's  projects  make 
money.  The  Burj  Al  Arab  hotel  doesn't.  Taxi 
drivers  in  Dubai  know  it  as  "the  world's 
only  seven-star  hotel" — but  its  nighdy  rates 
of  $1,500  to  $7,332  aren't  enough  to  turn  a 
profit.  "You  have  to  think  of  why  it  was 
built,"  explains  pal  Al  Habtoor,  whose  firm 
helped  construct  it.  "People  don't  visit  Paris 


94     i    o   R    BBS*  March  i  ■ 


*f 

■  .— --  . 

■$■: 

...  .    /-.*. 

_,,.>- 

•  «&C 

0 

•of   « 

*V 

rf'o  * 

££, 

3  \.'  > 

.^J^ 

,   '»» 

";:,..'> 

■  lm 

»- •  •  *-  ,• 

*  -    *"¥• 

MEDICAL    BRERKTHROUGH 

Mapping  the  humarvgenome 


HEALTH  INSURANCE  BRERKTHROUGH: 

The  color-coded  patient  filing  sysiem 


Medical  science  has  made  some  amazing  breakthroughs.  So  why  hasn't  health  insurance?  While  the  rest  of  the  industry  has 
been  mired  in  "short-term  fixes"  for  health  care,  UnitedHealth  Group  has  been  leading  the  way  in  making  fundamental  changes. 
We  were  the  first  to  eliminate  the  need  for  referrals  and  to  not  require  doctors  to  get  permission  to  treat  patients.  And  our 
innovation  continues  with  iPlan?  a  consumer-driven  health  solution  designed  to  curb  rising  health  care 
costs.  With  features  like  Treatment  Cost  Estimator,  iPlan  gives  employees  he  tools  to  make  smarter, 
more  responsible  health  care  choices.  For  more  information,  visH 


iPlan 

A  UnitedHealth  Group  Company 
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without  seeing  the  Eiffel  Tower,  do  they?" 

Symbolism  can  pay  off.  Weeks  after 
Sept.  1 1  Mohammed  authorized  the  pur- 
chase of  $35  billion  worth  of  Boeing  and 
Airbus  jumbo  jets  for  Emirates,  just  as 
other  customers  were  abandoning  their 
orders.  He  looked  like  a 
hero — and  managed  to 
negotiate  discounts 
amounting  to  $20  bil- 
lion. Last  year  the 
sheikh  spent  at  least 
$400  million  and  sent 
his  ministers  on  multi- 
ple trips  to  Washington 
to  beat  out  Singapore  as 
host  to  the  annual 
meetings  of  the  World 
Bank  and  the  Interna- 
tional Monetary  Fund. 
The  events  brought 
15,000  visitors  to 
Dubai,  along  with  the 
global  media. 

Now  to  attract  more 
foreign  capital.  Remember  that  pair  of 
man-made  islands  in  the  shape  of  palm 
trees,  3.5  billion  cubic  feet  of  sand?  Some- 
one like  Donald  Trump  might  be  inter- 
ested: Due  for  completion  in  2007,  the 
project  will  offer  $400,000-  to  $  1 .5-million 
ocean-view  villas,  40  hotels — plus  a  water 
theme  park  with  dolphins  and  killer 
whales— and  a  $550  million  shopping  mall. 

Trouble  is,  no  federal  law  permits  for- 
eigners to  buy  land  in  the  UAE.  Still,  Mo- 
hammed has  authorized  the  state-run 
property  development  company,  Nakheel, 
to  allow  foreigners  to  invest  in  real  estate 
via  99-year  leases.  But  the  draft  of  a  new 
bill  from  the  40-member  UAE  federal  na- 
tional council  leaves  open  the  question  of 
whether  foreigners  can  resell  property,  or 
will  it  upon  death,  even  if  Islamic  law  pro- 
hibits it. 

Mohami  blemswith 

the  law.  Last  moi  ral  bank 

announced  an  i  i  tether 

foreign  criminals  a ix  ' 
Dubai  by  paying  for  prope  i 
the  source  of  about  1 0%  of  rea 
to  foreigners  last  year.  The  prob< 
in  part  by  a  UAE  anti-money-lau 
law  passed  righl  alter  Sept.  1  I.  t. 
Osama  bin  Laden's  henchmen  w 


$100,000  from  Sharjah  to  Florida  accounts 
opened  by  two  of  the  hijackers.  So  far  there 
is  no  proof  of  a  link  between  any  of  Dubai's 
50  major  banks  and  the  attackers  or  al 
Qaeda.)  The  recent  revelation  of  a  Dubai 
national's  role  in  the  smuggling  of  nuclear 


materials  from  Pakistan  to  Libya  could 
prompt  further  investigations. 

Parting  the  curtain  on  secretive  finan- 
cial operations  is  also  crucial — and  helps 
explain  why  the  collective  Arab  region  wins 
less  than  3%  of  foreign  direct  investment  in 
developing  countries.  "Greater  transparency 
is  high  on  Dubai's  list,"  says  Hashem  Mon- 
tasser,  an  investment  banker  at  J.P  Morgan. 

So  far  Dubai  has  gotten  by  without 
much  capital  abroad,  and  Mohammed 
hasn't  solicited  a  rating  from  a  major  credit 
agency.  But  there  is  potential  for  a  bond 
market.  The  government  floated  an  issue 
last  year  to  cover  hosting  of  the  World  Bank 
conference.  The  five-year  issue,  with  a  3.1% 
coupon,  was  oversubscribed.  The  prospec- 
tus revealed  the  book  value  of  such  core 
government  holdings  as  the  electric  and 
water  utilities,  an  aluminum  factory  and 
an  oil  company:  $6  billion. 

Greater  liquidity  would  help,  too.  A 
more  active  stock  market  might  encourage 
some  of  the  2,500  companies  already  op- 
erating in  the  sheikhdom  to  list  on  the 
)ubai  Regional  Exchange — and  rent  office 
in  the  Dubai  International  Finance 
i  seven-building,  $1.8  billion  com- 

.  Mohammed  is  trying  to  make  it  eas- 
fiem  to  do  so  by  leaning  on  the 


DIFC's  regulatory  arm  to  allow  for  100% 
ownership  and  100%  tax-free  status  to  any 
financial  services  company  that  chooses  to 
locate  there.  Added  bonus:  exemption  from 
federal  rules  that  burden  other  banks — like 
having  to  increase  the  number  of  UAE  na- 
tional hires  by  4%  a  year. 
Aon,  Credit  Suisse  and 
Standard  Chartered  are 
among  the  applicants  for 
licenses  to  operate  in 
Dubai,  says  Naser  Nabulsi, 
the  Merrill  Lynch-trained 
chief  executive  of  DIFC.  All 
of  them  assume  that  the 
UAE  Central  Bank,  no 
pushover,  will  sign  off  on 
the  sheikh's  liberalization. 
Mohammed  is  a  very 
busy  man  these  days.  "He 
doesn't  sleep  much,"  says 
Lynton  lones,  a  British 
expat  hired  last  Septem- 
ber to  open  Dubai's  new 
stock  exchange.  "He'll 
show  up  early  on  a  Saturday  morning  and 
say,  'Show  me  what's  going  on.'  And  if  you 
present  him  with  a  problem,  he  wants  to 
sort  it  out  instantaneously."  Like  deciding 
to  add  dozens  of  customs  and  immigra- 
tion agents  after  visiting  the  airport's  over- 
crowded arrivals  hall  at  1  a.m. 

No  detail  is  too  small  to  vet.  Mo- 
hammed weighs  in  on  lease  proposals  for 
Dubai  Internet  City,  part  of  a  tax-free, 
5-million-square-foot  office  park  for  sili- 
con and  software.  He  analyzes  new  ways  to 
process  parking  fines  on  the  Web  and  lo- 
cate missing  animals  that  escape  a  wildlife 
park.  He  has  perused  50  studies  from  42 
different  consulting  firms  for  Palm  Island. 
Saddam  may  be  gone.  But  Dubai  feels 
threatened — by  its  capitalist  Gulf  neigh- 
bors. Bahrain,  already  a  prominent  finan- 
cial center,  beat  out  Dubai  in  January  to 
bring  the  Formula  One  racing  franchise  to 
the  region.  Qatar  is  courting  Washington 
with  its  vast  natural  gas  reserves.  And 
Kuwait  recendy  signed  an  investment  and 
trade  agreement  with  the  U.S.  Which 
means  that  Mohammed  will  simply  have 
to  hustle  a  little  faster.  "There  have  [always] 
been  critics  and  naysayers,"  he  says.  "We 
have  the  will,  die  passion  and  the  resources 
to  drive  this  success."  F 
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FREE 

J3M     NOTEBOOK! 
\ ACCESSORY  KITf 

v  A  S130  value.  , 


Introducing  the  sleek,  sophisticated  3M1M  Digital  Projector  S10. 
Exclusively  designed  by  Pininfarina,  Official  Designer  for  Ferrari 
for  over  50  vears.  It'll  stop  traffic.  And  so  will  your  presentations. 
Call  1-800-42 1-9694  ext.111  or  visit  3m.com/meetings/llh 


3M  m  Precise  Mousing 
Surface  with  Gel  Wrist  Rest 
MW3I1LE 


3M  •  Optical 
Travel  Mouse 
LX400 


3WI  Digital  Projection  and  Display 


3M  direct,  and  indirect  retailers  distributors,  dealers,  warehouse  facilities  and  their  employees  are  not  eligible  to  participate.  Offer  good  only  in  the  USA.  Offer  void  where  prohibited 
by  law.  This  offer  not  valid  with  any  other  3M  owno-ional  offer  Offer  valid  2-1-04  through  12-31-04.  For  complete  redemption  njles,  visit  our  website  at:  3m.com/meetings/1 1 1 . 


CUFF  LINKS  IN  A  WORLD  OF  ROLLED  UP  SLEEVES. 


(EplSlar 


TRODUCING  AMERICA'S  MOST  REFINED  LINE  OF  UTILITY  VEHICLES,  the  2004  buick  rainier™  with  QuietTuning™ 

ICK'S  EXCLUSIVE  NOISE  REDUCTION  PROCESS  THAT  GIVES  RAINIER  AN  EXTRAORDINARILY  SILENCED  INTERIOR.  AND  THE  2004  BUICK 
NDEZVOUS*  ULTRA,  ELEGANTLY  EVOLVED  TO  INCLUDE  A  STANDARD  245-HP  V6  ENGINE,  17"  ALUMINUM  WHEELS  AND  LUXURIOUS 
lOD  TONES  WITH  STYLISH  CHROME  ACCENTS  THROUGHOUT.  RAINIER  AND  RENDEZVOUS  ULTRA.  BRINGING  CIVILITY  TO  UTILITY. 


i=&iljicz:k: 

THE  SPIRIT  OF  AMERICAN   STYLE" 


buick.com 


Bilibj 
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Guy  Laliberte  got  his  start  playing  an  accordion  for  tips  on 
the  streets  of  Montreal.  Today  his  act  is  one  of  the  most  lucrative 

ventures  in  live  entertainment.  By  Matthew  Miller 

PHOTOGRAPH  BY  NORMAN  JEAN  ROY  /  ART  DEPARTMENT  FOR  FORBES 


'Z&/£&/<4/'  no  escaping 

m.  People  flock  to  his  show 

Disney  World  in  Orlando.  In 

Las  Vegas,  where  he  operates  in 
three  different  casinos,  his  shows  have 
become  Sin  City's  biggest  draw.  His  five 
touring  productions  travel  the 
globe,  performing  in  such  loca- 
tions as  Spain  and  Japan.  His 
outrageous    acts    and    colorful 
characters  are  celebrated  in  news- 
papers and  magazines,  and  have 
even  appeared  on  a  reality  TV 
show.  With  luck  there  will  soon  be 
spas,  restaurants  and  nightclubs — 
maybe  even  a  casino — all  leverag- 
ing his  vaunted  brand  name. 

The  brand  is  Cirque  du  Soleil. 
Less  familiar  is  the  impresario 
behind  this  circus  maximus:  a  flam- 
boyant, fire-breathing  billionaire 
named  Guy  Laliberte.  In  the  last  20 
years  Laliberte  has  transformed 
Cirque  du  Soleil  from  a  small 
troupe  of  stilt  walkers  into  one  of 
the  world's  most  recognized  enter- 
tainment operations.  More  than  7 
million  people  paid  $650  million  to 
see  Cirque's  live  performances  last 
year,  with  all  their  stunning  costumes, 
mind-defying  acrobatics  and  funky 
music.  Television  licenses  and  corporate 
sponsorships  bring  in  millions  more. 
With  little  debt  and  a  pretax  margin  prob- 
ably near  25%,  Cirque  du  Soleil,  of  which 
Laliberte  owns  95%,  is  comfortably  worth 
$1.2  billion. 

Born  44  years  ago  into  a  large  mid- 
dle-income family  in  Quebec  City, 
Quebec,  Guy  Laliberte  took  to  the  streets 
of  Montreal  as  a  busker  in  his  early  teens, 
earning  tips  by  playing  tunes  on  an 
accordion  he'd  found  in  his  father's 
closet.  After  high  school  lie  hitchhiked 
across  Europe,  where  he  met  ji 
and  stilt  walkers,  and  learned  the  art  of 
fire-breathing. 

He  returned  to  Montn  J  ind  bi 
organizing  parties  and  st  ( 
of  a  youth  hostel.  In  1984  h        rsuaded 
the  Quebec  government  t>. 
million    to    stage    a    street 
<  Canada's  450th  annh  ersary  celt 
It  proved  to  he  a  tough  row.  " 
ever)  problem  a  starting  big  top 
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have,"  Laliberte  recollects.  "The  tent  fell 
down  the  first  day.  We  had  problems  get- 
ting people  into  the  shows.  It  was  only 
with  the  courage  and  arrogance  of  youth 
that  we  survived."  Cirque  became  the 
star  of  the  festival  and  even  returned  a 


modest  $40,000  profit. 

But  money  was  tight.  In  1987  Laliberte 
went  for  broke  and  got  Cirque  booked  as 
the  opening  act  for  a  Los  Angeles  arts  fes- 
tival. "I  bet  everything  on  that  one  night," 
he  recalls,  chain-smoking  Gauloises 
Blondes.  "If  we  failed,  there  was  no  cash  for 
gas  to  come  home." 

Cirque  was  a  hit  and  quickly  became 
the  talk  of  Hollywood.  Laliberte  says  he 
struck  a  deal  with  Columbia  Pictures  to 
make  a  movie  centered  on  Cirque  du 
Soleil  characters.  Dawn  Steel,  Colum- 
bia's president  at  the  time,  threw  a  party 
to  announce  the  deal,  but  Laliberte  was 
nowhere  to  be  seen.  "They  were  seating 
all  the  stars,  and  I  was  basically  put 
aside,"  he  says.  "They  just  wanted  to  lock 
up  our  story  and  our  brand  name  and 
walk  around  like  they  owned  Cirque  du 
Soleil.  1  walked  right  out  of  the  party, 
called  r  and  told  him  to  get  me 

out  of  the  deal  ' 

Vowing  to  remain  independent,  l.alib- 

tided  temporary  engagements  in 

and  San  Diego,  and  by  the 


end  of  the  year  the  company  had  a  $4  mil- 
lion operating  budget  and  netted  $1.5 
million  in  profit.  Then  he  received  a  call 
from  casino  icon  Steve  Wynn,  who  offered 
Laliberte  a  theater  at  his  new  hotel,  Trea- 
sure Island,  and  full  creative  control  over 
the  show.  The  new  show,  Mystere, 
turned  out  to  be  dark  and  moody, 
unlike  anything  playing  in  Vegas. 
Not  convinced  the  show  was  ready 
for  the  public,  Wynn  threatened  to 
delay  the  opening:  "I  told  them,  'if 
you  open,  the  cab  drivers  in  Las 
Vegas  will  crucify  you.' " 

Laliberte  held  firm;  Wynn 
grudgingly  allowed  the  show  to  go 
on.  Mystere  opened  in  December 
1992.  By  March  it  was  selling  out. 
"Mystere  brought  us  to  a  totally 
different  level  of  recognition  in 
the  industry,"  Laliberte  says. 
"It  gave  us  capital,  exposure  and 
credibility." 

Today  Cirque  du  Soleil's  three 
Vegas  shows — Mystere,  O  and 
Zumanity — play  to  9,000  people  a 
night,  5%  of  the  city's  visitors. 

This  summer  a  new  Cirque 
extravaganza  is  scheduled  to  open 
at  the  MGM  Grand  at  a  cost  of  $150  mil- 
lion, the  largest  entertainment  gamble 
ever  made  in  Las  Vegas.  MGM  Mirage  will 
pick  up  the  cost  of  preparing  the  theater, 
about  $135  million;  Cirque  will  pay  the 
production  costs.  Expenses  and  profits  are 
to  be  split  50-50  once  the  performances 
begin.  Casino  owners  are  happy  to  give 
Cirque  such  a  big  piece  of  the  action  since 
it  virtually  guarantees  them  traffic. 
Zumanity,  for  example,  helped  boost  the 
New  York- New  York's  revenue  31%  to  $74 
million  in  the  fourth  quarter  of  2003. 

These  days  Laliberte,  who  has  three 
children,  is  looking  to  extend  the  Cirque 
brand  beyond  the  stage.  "We  reinvented 
the  circus.  Why  not  spas,  restaurants  and 
nightclubs?"  To  test  ideas  for  his  new 
ventures,  Laliberte  spends  much  of  his 
time  in  "laboratories,"  his  term,  or  ] 
maybe  his  tax  accountant's,  for  the  lavish 
parties  he  likes  to  throw.  "I  don't  play 
golf  or  all  those  things  people  normally 
do  for  business,"  he  says.  "I  do  parties. 
That's  where  I  bring  people  in,  showcase 
ideas  and  in  the  end,  do  deals."  F 
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Times  change.  Is  your  investment  plan 
keeping  up?  Find  out  at  TD  Waterhouse. 


FREE  PORTFOLIO  REVIEW 


Make  an  appointment  with  an 

Investment  Consultant  for  your 

free  portfolio  review.  To  find 

the  branch  office  nearest  you: 


CONTACT  US  AT: 
1.866.600.PLAN 

tdwaterhouse.com/plan 

Online  trades  as  low  as  S9.95 


Knowing  your  risk  is  the  first  step 
towards  protecting  your  financial  future. 
Which  is  why  getting  a  free,  personal 
portfolio  review  from  TD  Waterhouse 
makes  so  much  sense.  One  of  their 
Investment  Consultants  can  help  evaluate 
your  risk  level,  so  you  can  adjust  it  to 
meet  your  financial  goals. 

They  can  also  provide  you  with  a 
personal  portfolio  plan.  A  plan  which 
includes  specific  recommendations  based 
on  your  individual  financial  needs,  so  you 
can  balance  your  portfolio  and  feel 
comfortable  with  your  level  of  risk.  This 
service  is  normally  $200.  However,  the  fee 
is  waived  when  you  deposit  $25,000 
in  a  new  account,  or  if  you're  already  a 
Premier  Customer  at  TD  Waterhouse. 


If  you're  looking  for  someone  who 
can  manage  your  investments  for  you, 
TD  Waterhouse  can  even  refer  you  to  an 
independent  investment  advisor.  Someone 
who  can  help  you  plan  and  execute  your 
financial  strategy. 

Knowledge,  planning  and  control 
make  TD  Waterhouse  the  ideal  place 
to  position  your  portfolio  and  keep  it 
risk-adjusted  for  the  future.  Call  now  for 
your  free  portfolio  review.  And  protect 
your  future. 

TD  Waterhouse — the  alternative 
to  higher-priced  brokers  like  Merrill 
and  Schwab. 

Waterhouse 

You're  in  Control. 


04  TD  Watertxxjse  Investor  Services.  Inc  is  a  registered  investment  advisor  and  broker-dealer  Member  NYSESIPC  Comparison  based  on  survey  of  standard  equity  commissions  as  ot  10/9/03  Services  vary  by  firm.Access  to  services  and  your  account  may  be  affected  by  market 
Itnns,  system  performance  or  for  other  reasons.  Online  market  orders  are  S995-S1 7  95  depending  on  trading  activity  Limit  orders  just  $3  more  Trades  over  2,500  shares  incur  1  cent  per  share  charge  for  the  entire  order  Call  or  see  tdwaterhouse.com  for  complete  commssion  tee 
dule  Participation  by  a  particular  advisor  in  the  AdvisorDirect  program  does  nolconstitutearecommendationorendorsementbyTDWatertiouseoftfiatparticular  advisor.  'Ranked  #1  t<xBascDiscourtB^eK:Smaffloney,TheWallStreeUoumalMagazineotPersonalBusines& 
St  2003  SmartMoney  is  apnt  publishing  venture  of  Dow  JonesS  Company.  Inc.  and  Hearst  CommunicationsJncSmajIMcfleyisaregistered  trademark  The  Wall  Street  Journal  isaregisteredtjademaik  of  Dow  Jones&Companv^ 
EMRSFBF  TDW3096 


®  Ontario 


"In  Ontario,  the  climate  for 
investment  has  never  been 
better  -  and  our  barometer 
is  state  off  the  art." 


Barbara  Stymiest,  Chief  Executive  Off icer,  TSX  Group 


By  any  measure,  Ontario's  economy  continues  to  shine,  and  is  independently  forecast  to 
outpace  all  G-8  nations  through  2003.  •  With  the  province  attracting  growing  interest  from  the  global 
business  community,  international  investors  look  to  TSX  Group  as  their  window  onto  the  Canadian 
marketplace.  •  North  America's  third  largest  stock  exchange,  with  a  combined  market  capitalization  of 
$680  billion,  TSX  Group  operates  a  marketplace  for  senior  issuers  -Toronto  Stock  Exchange  -  and  one 
for  junior  issuers  -TSX  Venture  Exchange.  Together,  the  combined  market  capitalization  for  Ontario 
based  issuers  on  these  exchanges  is  more  than  $300  billion.  •  "With  our  long-standing  leadership  in 
trading  technology  and  corporate  governance  guidelines,  we  offer  issuers  and  potential  issuers 
one  of  the  best  marketplaces  in  the  world,"  says  Barbara  Stymiest,  CEO  of  TSX  Group.  One  more 
excellent  reason  to  consider  Ontario.  •  With  its  competitive  operating  costs  and  sizeable  reserves 
of  skilled  labor,  the  province  offers  a  strategic  platform  for  companies  looking  to  take  advantage 
of  duty-free  access  to  North  America.  •  Knowledge-based  corporations  especially  will  want  to 
know  more  about  our  generous  R&D  tax  credits.  We  invite  you  to  investigate  the  positive  outlook. 


wfww.2ontario.coln 

1  800  819*8701 


Ontario 

Canada 

The  Futures  Right  Here 


Billionaires 


ALiMine 

*arwal  capitalized  on  India's  economic  liberalization  to  make  a 
fortune  while  fighting  off  unions,  environmentalists  and  bureaucrats. 

By  Michael  Freedman 


ug  in  the  mid-1970s,  In-  A  simple  trip  to  the  bank  could  become  an  all-day  „ 

dian  business;  Lgarwal  felt  si\  mied.  1  lis  affair.  "Anything  I  would  do  for  ten  years,  I  would  find  | 

country  then  w  i   able  to  a  scrappy  met-  phenomenal  roadblocks,"  says  Agarwal,  50.  § 

als  entrepreneur.  At  t  ked  a  maddening  India  today  is  different.  Not  only  is  it  a  new  star  in  § 

maze  of  bureaucracy  and  pa]  I    I  achexpansion  technology  and  services,  but  also  its  manufacturing  sec-  ! 

01  purchase  required  a  licens  tor  01  review,  lor  is  being  freed  of  ownership  and  operating  shackles,  i 
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TRIVE  TO  BE  YOUR  BEST 


No  other  ED  treatment  is  proven  to  work 
better  the  first  time*  fhm  LEV  TO A 


LEVITRA  is  a  treatment  for  erectile  dysfunction 
(ED)  that  consistently  improves  erection  quality 
for  most  men: 

•  LEVITRA  works  the  first  time,  time  and  again 
Some  men  may  require  additional  attempts 

LEVITRA  works  to  improve  the  quality  of 
erectile  function 

LEVITRA  improves  duration,  hardness,  and 
the  ability  to  attain  an  erection 

•  LEVITRA  works  fast 


It  doesn't  matter  if  the  challenge  is  on  the  field  or  off- 1  aMays  strive  to 
be  the  best.  For  ED,  I  found  something  that  works  forme,  LEVtTRJ*, 

-  Mike  Ditka,  NFL  Hall  of  Fame  player  and  coach 


VITRA  is  a  medicine  that  may  be  used  up  to  once  a  day  to  treat 
ectile  dysfunction  (ED).  LEVITRA  is  for  use  by  prescription  only 
en  taking  nitrate  drugs,  often  used  to  control  chest  pain  (also 
town  as  angina),  should  not  take  LEVITRA-  Men  who  use 
pha-blockers,  sometimes  prescribed  for  high  blood  pressure  or 
ostate  problems,  also  should  not  take  LEVITRA.  Such 
imbinations  could  cause  blood  pressure  to  drop  to  an  unsafe 
/el.  The  most  commonly  reported  side  effects  araf  headache, 
ishing,  and  stuffy  or  runny  nose.  Men  who  eperience  an 
ection  for  more  than  four  hours  should  seals  immediate 
edical  attention.  You  should  not  take  LF'  doctor 

termines  that  sexual  activity  poses  a  healjjfrisk  for  you. 
VITRA  does  not  protect  against  sexually  transmitted  disease 


Bayer  HealthCare 
Pharmaceuticals 

)03  Bayer  Pharmaceuticals  Corporation 
ghts  reserved.  PD1011303  12/03 


GlaxoSmithKline 


Printed  in  the  USA,  LEV403R0 

LEVITRA,  is  a  registered  trademark  of  Bayer  Aktiengesellschaft 

and  is  used  under  license  by  GlaxoSmithKline. 


*  Among  orally  administered  ED  treatments. 
'  Individual  results  may  vary. 

Please  see  adjacent  Patient  Information  (or  more  about 
LEVITRA  (2.5  nig,  5  mg,  10  mg,  and  20  mg)  tablets. 


Ask  your  doctor  if  a  free  sample 
of  LEVITRA  is  right  for  you. 


LEVITRA 

(VARDENAFIL  HCI) 


1.866. LEVITRA 
www.LEVITRA.com 


Patient  Information 

LEVITRA®  (Luh-VEE-Trah) 
(vardenafil  HCI)  Tablets 


Billionaires. 


08669034IP 
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Read  the  Patient  Information  about  LEVITRA  before  you  start  taking  it 
and  again  each  time  you  get  a  refill.  There  may  be  new  information. 
You  may  also  find  it  helpful  to  share  this  information  with  your  partner. 
This  leaflet  does  not  take  the  place  of  talking  with  your  doctor.  You 
and  your  doctor  should  talk  about  LEVITRA  when  you  start  taking  it 
and  at  regular  checkups  If  you  do  not  understand  the  information,  or 
have  questions,  talk  with  your  doctor  or  pharmacist, 

WHAT  IMPORTANT  INFORMATION  SHOULD  YOU  KNOW  ABOUT 

LEVITRA? 

LEVITRA  can  cause  your  blood  pressure  to  drop  suddenly  to  an 

unsafe  level  if  it  is  taken  with  certain  other  medicines.  With  a  sudden 

drop  in  blood  pressure,  you  could  get  dizzy,  faint,  or  have  a  heart 

attack  or  stroke 

Do  not  take  LEVITRA  if  you: 

•  lake  any  medicines  called  "nitrates 

•  use  recreational  drugs  called  "poppers"  like  amyl  nitrate  and 
butyl  nitrate. 

•  take  medicines  called  alpha-blockers. 
(See  "Who  Should  Not  Take  LEVITRA?") 

Tell  all  your  healthcare  providers  that  you  take  LEVITRA.  If  you 
need  emergency  medical  care  for  a  heart  problem,  it  will  be  important 
for  your  healthcare  provider  to  know  when  you  last  took  LEVITRA, 

WHAT  IS  LEVITRA? 

LEVITRA  is  a  prescription  medicine  taken  by  mouth  for  the  treatment 
of  erectile  dysfunction  (ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when 
a  man  is  sexually  excited,  or  when  he  cannot  keep  an  erection.  A  man 
who  has  trouble  getting  or  keeping  an  erection  should  see  his  doctor 
for  help  if  the  condition  bothers  him.  LEVITRA  may  help  a  man  with 
ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

LEVITRA  does  not: 

•cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases, 
including  HIV,  Speak  to  your  doctor  about  ways  to  guard  against 
sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

LEVITRA  is  only  for  men  with  ED.  LEVITRA  is  not  for  women  or 
children.  LEVITRA  must  be  used  only  under  a  doctor's  care. 

HOW  DOES  LEVITRA  WORK? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical 
response  is  to  increase  blood  flow  to  his  penis.  This  results  in  an 
erection.  LEVITRA  helps  increase  blood  flow  to  the  penis  and  may 
help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his 
penis  decreases,  and  his  erection  goes  away. 

WHO  CAN  TAKE  LEVITRA? 

Talk  to  your  doctor  to  decide  if  LEVITRA  is  right  for  you. 
LEVITRA  has  been  shown  to  be  effective  in  men  over  the  age  of  18 
years  who  have  erectile  dysfunction,  including  men  with  diabetes  or 
who  have  undergone  prostatectomy. 

WHO  SHOULD  NOT  TAKE  LEVITRA? 

Do  not  take  LEVITRA  if  you: 

•take  any  medicines  called  "nitrates  (See  "What  important  infor- 
mation should  you  know  about  LEVITRA?").  Nitrates  are 
commonly  used  to  treat  angina.  Angina  is  a  symptom  of  heart  dis- 
ease and  can  cause  pain  in  your  chest,  jaw,  or  down  your  arm. 
Medicines  called  nitrates  include  nitroglycerin  that  is  found  in 
tablets,  sprays,  ointments,  pastes,  or  patches.  Nitrates  can  also  be 
found  in  other  medicines  such  as  isosorbide  dinitrate  or  isosorbide 
mononitrate.  Some  recreational  drugs  called  "poppers"  also  contain 
nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  LEVITRA 
if  you  are  using  these  drugs.  Ask  your  doctor  or  pharmacist  if  you 
are  not  sure  if  any  of  your  medicines  are  nitrates. 

•  take  medicines  called  "alpha-blockers."  Alpha-blockers  are  some- 
times prescribed  for  prostate  problems  or  high  blood  pressure.  If 

RA  is  taken  with  alpha-blockers,  your  blood  pressure  could 
i'op  to  an  unsafe  level.  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual 
activity  because  of  health  problems.  Sexual  activity  can  put  an 

irt.  especially  if  your  heart  is  already  weak 
from  ah  disease 

•  are  allergic  to  LEVITRA  or  any  ol  its  ingredients.  The  active  ingre- 

iil  See  the  end  ot  this  leaflet  for  a 

WHAT  SHOULD  YOU  DISCUSS  WITH  YOUR  DOCTOR  BEFORE 
TAKING  LLViTRA? 

Belore  taking  LEVfTRA,  tell  your  doctor  about  all  your  medical 
problems,  including  if  you: 

•  have  heart  p«cji)i  ,  -  h  heart- 
beats, or  hav.',  ,,  loryou 
to  have  sexiw  a 

•have  low  blood  prcr.v< 
controlled 

•  have  had  a  stroke 

•  or  any  family  membni  V  own  as 
prolongation  ol  the  QT  interval  i'u.ij  ti  [   .  .  '.iimej 

•  have  liver  problems 

•  have  kidney  problems  and  requli 

•  have  retinitis  pigmentosa 

•  have  stomach  ulcers 

•  have  a  bleeding  problem 

•  have  a  deformed  penis  shape     :  > 

•  have  had  an  erection  that  lasted  mort  than  . 
•have  blood  cell  problems  such  i     i 

myeloma,  or  leuki  mi  i 

CAN  OTHER  MEDICATIONS  AFFECT  LEVITRA? 

II  doctor  about  all  the  mediant's  ;ou  take  indnttm 
.  .  .■  |m      i'  md  h 

LEVITRA  i 
with  your  doctor  before  starting    n   stoppinn  aft)    mi 

illy  tell  your  doctor  if  you  take  any  ol  the  following: 


•  medicines  called  nitrates  (See  "What  important  information  should 
you  know  about  LEVITRA?") 

•  medicines  called  alpha-blockers.  These  include  Hytrin®  (terazosin 
HCI),  Flomix""  (tamsulosin  HCI),  Cardura®  (doxazosin  mesylate), 
Minipress'5'  (prazosin  HCI)  or  Uroxatral®  (alfuzosin  HCI). 

•  medicines  that  treat  abnormal  heartbeat.  These  include  quinidine, 
procainamide,  amiodarone  and  sotalol. 

•  ritonavir  (Norvir®)  or  indinavir  sulfate  (Crixivan®) 

•  ketoconazole  or  itraconazole  (such  as  Nizoral®  or  Sporanox®) 
•erythromycin 

•  other  medicines  or  treatments  for  ED 

HOW  SHOULD  YOU  TAKE  LEVITRA? 

Take  LEVITRA  exactly  as  your  doctor  prescribes.  LEVITRA  comes  in 
different  doses  (2.5  mg,  5  mg,  10  mg,  and  20  mgV  For  most  men, 
the  recommended  starting  dose  is  10  mg.  Take  LEVITRA  no  more 
than  once  a  day.  Doses  should  be  taken  at  least  24  hours  apart. 
Some  men  can  only  take  a  low  dose  of  LEVITRA  because  of  medical 
conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the 
dose  that  is  right  for  you. 

•  If  you  are  older  than  65  or  have  liver  problems,  your  doctor  may 
start  you  on  a  lower  dose  of  LEVITRA. 

•  If  you  are  taking  certain  other  medicines  your  doctor  may  prescribe 
a  lower  starting  dose  and  limit  you  to  one  dose  of  LEVITRA  in  a 
72-hour  (3  days)  period 

Take  1  LEVITRA  tablet  about  1  hour  (60  minutes)  before  sexual  activity. 
Some  form  of  sexual  stimulation  is  needed  for  an  erection  to  happen 
with  LEVITRA.  LEVITRA  may  be  taken  with  or  without  meals. 
Do  not  change  your  dose  of  LEVITRA  without  talking  to  your  doctor. 
Your  doctor  may  lower  your  dose  or  raise  your  dose,  depending  on 
how  your  body  reacts  to  LEVITRA. 

If  you  take  too  much  LEVITRA.  call  your  doctor  or  emergency  room 
right  away. 

WHAT  ARE  THE  POSSIBLE  SIDE  EFFECTS  OF  LEVITRA? 

The  most  common  side  effects  with  LEVITRA  are  headache,  flushing, 
stuffy  or  runny  nose,  indigestion,  upset  stomach,  or  dizziness.  These 
side  effects  usually  go  away  after  a  few  hours.  Call  your  doctor  if  you 
get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

LEVITRA  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism).  If  you  get  an  erection 
that  lasts  more  than  4  hours,  get  medical  help  right  away.  Priapism 
must  be  treated  as  soon  as  possible  or  lasting  damage  can  happen 
to  your  penis  including  the  inability  to  have  erections. 

•  vision  changes,  such  as  seeing  a  blue  tinge  to  objects  or  having 
difficulty  telling  the  difference  between  the  colors  blue  and  green. 

These  are  not  all  the  side  effects  of  LEVITRA.  For  more  information, 
ask  your  doctor  or  pharmacist. 

HOW  SHOULD  LEVITRA  BE  STORED? 

•  Store  LEVITRA  at  room  temperature  between  59°  and  86°  F 
(15°  to  30°  C). 

•  Keep  LEVITRA  and  all  medicines  out  of  the  reach  of  children. 

GENERAL  INFORMATION  ABOUT  LEVITRA. 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those 

described  in  patient  information  leaflets.  Do  not  use  LEVITRA  for  a 

condition  for  which  it  was  not  prescribed.  Do  not  give  LEVITRA  to 

other  people,  even  it  they  have  the  same  symptoms  that  you  have.  It 

may  harm  them. 

This  leaflet  summarizes  the  most  important  information  about  LEVITRA. 

If  you  would  like  more  information,  talk  with  your  healthcare 

provider.  You  can  ask  your  doctor  or  pharmacist  for  information 

about  LEVITRA  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www.LEVITRA.com,  or  call 

1-866-LEVITRA. 

WHAT  ARE  THE  INGREDIENTS  OF  LEVITRA? 

Active  Ingredient:  vardenafil  hydrochloride 

Inactive  Ingredients:  microcrystalline  cellulose,  crospovidone,  colloidal 

silicon  dioxide,  magnesium  stearate,  hypromellose.  polyethylene 

glycol,  titanium  dioxide,  yellow  terric  oxide,  and  red  ferric  oxide, 

Norvir  (ritonavir)  is  a  trademark  of  Abbott  Laboratories 
Crixivan  (indinavir  sulfate)  is  a  trademark  of  Merck  &  Co..  Inc. 
Nizoral  (ketoconazole)  is  a  trademark  ot  Johnson  &  Johnson 
Sporanox  (itraconazole)  is  a  trademark  of  Johnson  &  Johnson 
Hytrin  (terazosin  HCI)  is  a  trademark  of  Abbott  Laboratories 
Flomax  (tamsulosin  HCI)  is  a  trademark  ot  Yamanouchi 
Pharmaceutical  Co.,  Ltd. 

Cardura  (doxazosin  mesylate)  is  a  trademark  of  Pfizer  Inc. 
Minipress  (prazosin  HCI)  is  a  trademark  of  Pfizer  Inc 
Uroxatral  (alfuzosin  HCI)  is  a  trademark  ot  Sanoti-Synthelabo 
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Ambitious  men  like  Agarwal  are  playing  a 
big  role  in  the  transformation.  But  this  can 
be  capitalism  in  the  raw — rough  and  some- 
times brutal.  This  new  billionaire's  story, 
still  far  from  complete,  illustrates  how. 

While  the  world  looks  to  China  for  ex- 
plosive growth,  long-socialist  India  grew 
at  a  snappy  6%  average  in  the  last  decade. 
Agarwal  snagged  the  country's  first  large- 
scale  privatization,  a  shrewd  move  that  al- 
lowed him  to  transform  a  once  small 
scrap-metal  business  into  a  $1  billion 
(sales)  metals  and  mining  company  with 
assets  in  copper,  zinc  and  aluminum.  His 
company,  Vedanta  Resources,  earned  $23.8 
million  in  the  six  months  ended  Sept.  30. 

Now  he  wants  to  turn  Vedanta  into  a 
mining  and  metals  company  on  quality  par 
with  companies  like  the  British  giant  Anglo 
American.  But  to  compete,  Agarwal  is 
going  to  have  to  whip  this  business  into 
shape.  And  India  is  still  India  in  some  re- 
spects, with  lingering  regulation  and  other 
state  controls.  In  December  he  listed  the 
company  on  the  London  Stock  Exchange, 
and  the  listing  has  brought  new  scrutiny. 
Investors,  bureaucrats  and  labor  unions 
have  all  treated  Agarwal's  ambitions  warily. 
Concerns  about  the  pace  of  India's  liber- 
alization, questions  about  corporate  gov- 
ernance and  potentially  troubling  allega- 
tions about  Agarwal  himself  have 
dampened  enthusiasm  for  the  stock,  which 
has  dropped  15%  since  the  listing.  As  of 
Feb.  6  his  stake  in  Vedanta,  plus  other 
smaller  assets,  was  worth  $1  billion. 

Agarwal  started  his  business  30  years 
ago  in  Mumbai,  collecting  and  reselling 
scrap  metal  from  aluminum  cable  and 
copper  wire  companies.  The  years  were 
tough,  but  he  anticipated  the  demand  for 
copper  wire  in  India's  nascent  telecom- 
munications business.  In  1983  Agarwal 
headed  to  the  U.S.  to  see  if  he  could  buy  a 
copper  cable  manufacturing  plant  on  the 
cheap.  In  halting  English  he  started  call- 
ing companies  that  had  shut  down.  Finally 
he  found  one  in  Decatur,  111.  With  a 
$  1 .5  million  bank  loan  in  hand,  he  bought 
the  manufacturing  equipment  for  $2  mil- 
lion and  shipped  it  all  back  to  India.  By 
1 988  Agarwal's  company,  now  known  as 
Sterlite  and  majority  owned  by  Vedanta, 
was  profitable  on  $5  million  in  sales.  He 
put  his  toes  in  the  Indian  equity  marke.t, 


We  all  have  aspirations.  The  challenge  is  being  able  to  fulfill  them.  For  that,  you  need  a  partner  with  a 
proven  record  of  success.  Friedman  Billings  Ramsey  ranked  as  the  #3  underwriter  of  IPOs  in  2003.* 
In  addition,  FBR  ranks  #1  among  all  major  investment  banks  for  the  1,  3  and  5  year  periods  ending  12/31/03 
for  the  aftermarket  performance  of  our  lead-managed  equity  underwritings!  So  dream  big.  Whatever 
your  vision  may  be,  we'll  be  with  you  eveiy  step  of  the  way.  For  more  information,  please  visit  fbr.com. 


FBR 


Friedman  Billings  Ramsey 

Capital  For 
Your  Conquest 


Source  is  Dealogic.  "Relates  to  total  $  amount,  w/over-allcf:  ient,  of  US  IPOs  priced  between  1/1/03  and  12/31/03,  with  full  credit  to  all  bookrunners,  excluding  American  Depository  Receipts  and  closed-end  funds,  t  Relates 
to  all  public  US  eouity  transactions  (IPOs  and  secondanss'follow-ons,  excluding  closed-end  funds)  and  ail  industries.  Transactions  and  performance  priced  thru  12/31/03.  Non-weighted  average  aftermarket  performance. 
Ranked  among  lead  managing  underwriters  of  more  than  10  transactions  for  the  1  year  period,  and  more  than  30  transactions  for  the  3  and  5  year  periods.  S&P  500  is  the  trademark  or  registered  trademark  of  Standard  & 
Poor's,  a  division  of  The  McGraw-Hill  Companies,  inc.,  in  the  United  States  and  other  countries.  Friedman  Billings  Ramsey  is  independent  of  The  McGraw-Hill  Companies  and  has  no  relationship,  formal  or  informal,  with  it. 
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and  over  the  next  decade  did  four  more 
offerings,  raising  $320  million  to  develop 
an  aluminum  products  plant  and  finance, 
and  later  expand,  a  copper  smelter.  Rev- 
enues hit  $314  million,  and  Agarwal  soon 
turned  the  copper  business  into  one  of  the 
nation's  top  two  domestic  producers. 

The  metals  business  is 
a  dirty  one,  and  initial 
plans  to  build  a  smelter 
in  western  India  were 
thwarted  by  environmen- 
talists. The  company 
instead  moved  south  to 
Tuticorin,  where  again 
Agarwal  tangled  with 
protesters.  A  1997  explo- 
sion at  the  plant  killed  at 
least  two  workers  and 
injured  others.  Unrelated 
suits  now  pending  allege 
sulphur-dioxide  emis- 
sions cause  pollution  and 
damage  to  residents.  The 
company  says  the  suits 
shouldn't  '  affect  the 
business. 

Meanwhile  the  country's  liberalization 
was  offering  Agarwal  an  even  bigger  break. 
In  2000  the  government  put  up  for  sale 
51%  of  Bharat  Aluminium,  a.k.a  Balco. 
Agarwal's  Sterlite  offered  $121  million, 
nearly  twice  the  next  highest  bid. 

The  sale  set  off  protests  from  politi- 
cians and  labor  groups  who  said  the  ruling 
government  sold  too  cheaply.  Agarwal  was 
vilified,  and  lawsuits  were  filed.  The  Balco 
labor  union  complained  it  had  not  been 
consulted  on  the  process.  A  strike,  possibly 
encouraged  by  a  local  government  con- 
trolled by  an  opposition  party,  lasted  67 
days,  causing  molten  aluminum  to  cool 
and  harden  in  the  pots — a  nightmare  sce- 
nario in  the  metals  business.  It  took  several 
months  to  get  the  operation  going  again. 

"I  was  a  little  disturbed,"  says  Agarwal. 
For  months,  h  d  not  even 

visit  the  smelter  he  "But  I 

had  faith  in  the  Ind  n  that 

this  [sale]  would  hi 

India's  supreme  coui  i«  sale. 

And  after  years  ol  ecu;; 
hands  began  the  sometimes 
of  whipping  a  company  into 
shape.  Agarwal  nit    $0%  ol    i 


through  a  process  he  describes  as  volun- 
tary. He  eliminated  bottlenecks  and  ineffi- 
ciencies, hiking  production  by  35%.  Costs 
came  down  from  $  1 ,500  per  ton  to  $  1 , 1 00. 
The  government,  meanwhile,  moved 
ahead  with  its  privatizations,  selling  off  at 
least  ten  more  companies.  In  2002  Sterlite 


paid  $100  million  for  a  26%  stake  in  Hin- 
dustan Zinc,  a  business  that  included  three 
lead-zinc  mines  and  three  smelters.  (He 
now  owns  65%.)  Agarwal  cut  the  payroll 
from  8,100  to  6,000.  He  built  a  30- 
megawatt  power  plant,  cutting  electricity 
costs  by  35%,  according  to  the  company's 
director  of  operations.  Under  state  own- 
ership Hindustan  Zinc  vehicle  tires,  de- 
signed to  last  2,400  hours,  were  being  re- 
tired at  1,800  hours.  Agarwal  stretched  out 
the  tread  wear.  He  got  costs  down  from 
$870  per  ton  of  zinc  to  $570. 

Hindustan  Zinc  has  belatedly  become 
ensnared  in  another  lawsuit  questioning 
the  legality  of  the  sale.  The  suit  is  now 
pending  in  the  Indian  supreme  court. 
And  while  the  betting  is  against  nullifica- 
tion, the  risk  hung  over  Agarwal's  crown- 
ing moment  to  date,  Vedanta's  London 
listing. 

This  was  the  first  Indian  mining  outfit 
to  have  a  primary  listing  there,  and  the 
City  needed  to  be  satisfied  that  the  assets 
Agarwal  claimed  truly  existed  and  his  gov- 
ernance standards  measured  up.  A  team 
ol  L20  lawyers,  bankers  and  engineers 
went  to  India  to  verily  titles  and  pore  over 


the  books.  To  add  further  credibility, Agar- 
wal invited  in  as  chairman  a  well-known 
face  in  the  mining  business,  Brian  Gilbert- 
son,  briefly  head  of  giant  BHP  Billiton. 
Gilbertson  flew  to  India  for  his  own  five- 
day  tour  of  Agarwal's  plants.  He  came  to 
believe  the  resources  were,  if  anything,  un- 
dervalued. "When  you 
looked  around,  it  could 
have  been  anywhere  in 
the  world,"  he  says.  "It 
didn't  look  like  a  Third 
World  reject  operation. 
Quite  the  contrary." 

Yet  Agarwal  continues 
to  be  dogged  by 
questions.  The  offering 
prospectus  reveals  India's 
securities  board  accused 
him  of  manipulating  the 
price  of  Sterlite  shares  in 
1998.  Agarwal  points  out 
he  won  a  judgment  and 
the  company  says  it  did 
nothing  wrong.  But  the 
case  is  still  pending.  A  civil 
complaint  raises  further 
questions.  A  London  employment  tribunal 
found  that  in  2000  Agarwal  instructed  an 
executive  to  include  information  about  a 
nonexistent  business  in  a  presentation  for  a 
potential  offering  in  the  U.S.  The  executive 
said  doing  so  might  run  afoul  of  securities 
laws.  Later,  while  discussing  a  possible  ac- 
quisition, the  aide  again  alerted  Agarwal  to 
potential  improprieties.  According  to  the 
tribunal,  Agarwal  threw  his  digital  diary  at 
him,  barking,  "You  have  not  seen  my  neg- 
ative side,  and  I  will  make  sure  that  you  do 
not  have  a  place  on  this  planet."  The  tri- 
bunal awarded  the  executive  $1.2  million; 
Agarwal  says  that  with  13,000  employees 
some  grievances  are  inevitable. 

If  nothing  else,  Agarwal  knows  how  to 
slog  on.  A  year  ago,  when  still  considering 
the  London  listing,  he  invited  Gilbertson, 
an  avid  cyclist,  for  a  get-to-know-you  ride. 
They  negotiated  hard  at  a  shop  for  a  be- 
ginner's bike  with  a  comfortable  seat  for 
Agarwal.  Much  of  the  60-mile  course  from 
Oxford  back  to  London  was  off  road.  De- 
fying colleagues'  doubts,  Agarwal  made  it 
halfway.  "He  was  an  absolute  star,"  mar- 
vels Gilbertson.  "No  matter  how  hard  it 
was,  he  just  kept  going."  F 
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Bad  Idea: 

THINKING  TRADITIONAL  MUTUAL  FUNDS 

ARE  THE  ONLY  WAY  TO  DIVERSIFY. 


Good  Idea: 

KNOWING  EXCHANGE  TRADED  FUNDS 
ARE  AN  ALTERNATIVE. 


ETFs  AT  Ameritrade.  A  LOW-COST  way  to  invest. 


With  the  current  state  of  traditional  mutual  funds,  you 
may  be  rethinking  your  long-term  investing  strategy.  If 
so,  consider  your  alternative:  ETFs  at  Ameritrade? 

What  are  ETFs?  ETFs  are  baskets  of  securities  that  track 
highly  recognized  indexes.  They  have  a  low-cost  expense 
ratio  and  offer  diversified,  long-term  benefits.  Plus  tax 
benefits.  They  generate  fewer  capital  gains  than  actively 
managed  mutual  funds  due  to  low  turnover  of  the  securities 
that  comprise  the  portfolio.  And  unlike  traditional  mutual 
funds,  you  can  trade  ETFs  just  like  single  stocks. 

At  Ameritrade,  you  can  trade  ETFs  online  for  a  flat  rate  of 
only  $10.99.  With  no  trading  minimums,you  always  get 
the  same  low  rate  on  Internet  equity  trades  no  matter 
how  many  shares  you  trade:  $10.99?* 

And  those  who  qualify  can  take  advantage  of  Ameritrade 
Apex,""  our  elite  program  for  active  traders'.  If  you  make 
io  trades  per  month  for  three  months  or  have  a  $iooK 
minimum  account  balance,  look  forward  to  special  benefits 


and  privileges.  Open  an  Ameritrade®  account  today. 
Rethinking  the  long  term  has  never  been  easier. 

Make  a  move.  Open  an  account  today  and  your  Internet 
equity  trades  will  be  commission-free  for  5  weeks 
(up  to  25  trades)!*  Co  to  www.ameritrade.com/etf/ 
or  call  800.960.7287. 


WITH  AN  ETF  AT  AMERITRADE,  YOU  GET: 


ALL  THE  BENEFITS  OF  AN  AMERITRADE  ACCOUNT 


•  A  LONG-TERM  INVESTMENT  VEHICLE 


A  LOW  TAX  INVESTMENT  VEHICLE 


AN  ALTERNATIVE  TO  TRADITIONAL  MUTUAL  FUNDS 


A  LOW-COST  EXPENSE  RATIO 


DIVERSIFIED  ASSETS 


AMERITRADE   Al 


TRADE  COMMISSION-FREE  FOR  5  WEEKS. 
SIGN  UP  NOW.  CALL  800.960.7287  OR  VISIT  WWW.AMERITRADE.COM/ETF/ 


Exchange  Traded  Funds  (ETFs)  are  registered  investment  company  shares  that  trade  on  exchanges.  Frequent  dollar  cost  averaging  may  generate  trading  costs  that 
utweigh  any  cost  benefit  over  a  traditional  mutual  fund.  Active  traders  may  not  experience  the  same  ETF  cost  benefits  as  long-term  investors.  ETFs  trade  at  current  market 
rice.  Trading  prices  are  subject  to  market  pressure  and  may  not  reflect  the  actual  Net  Asset  Value  of  the  fund.  Some  ETFs  are  subject  to  more  risk  than  others.  Always 
ead  a  prospectus  before  making  an  investment  decision.  "Orders  executed  in  multiple  lots  on  the  same  day  are  charged  a  single  commission.  Orders  partially  executed 
ver  multiple  trading  days  are  subject  to  commission  charge's  for  each  trading  day.  Market  volatility,  volume,  and  system  availability  may  delay  account  access  and  trade 
xecutions.  tApex  qualification  reviewed  every  three  months.  Some  Apex  benefits  are  not  available  to  IRAs.  ttOffer  valid  for  new  Individual  and  Joint  cash  accounts 
pened  and  funded  with  at  least  $1,000  through  4/06/04.  Offer  not  valid  for  IRAs  and  other  tax-exempt  accounts  or  entities,  or  with  any  other  offer.  Limit  one  offer  per 
romotion.  Offer  is  not  transferable  and  not  valid  for  current  Ameritrade  clients.  Qualified  Internet  equity  orders  must  execute  within  35  days  of  account  funding, 
iccount  must  remain  open  with  minimum  funding  for  6  months.  Accounts  open  for  more  than  6  months  with  a  value  below  $2,000  are  subject  to  a  $15  quarterly  maintenance 
se.  Accounts  with  at  least  four  executed  trades  in  the  previous  six  months  and  Beneficiary  accounts  are  excluded  from  this  fee.  Ameritrade  reserves  the  right  to  restrict 
r  revoke  this  offer  at  any  time.  This  is  not  an  offer  or  solicitation  in  any  jurisdiction  where  we  are  not  authorized  to  do  business.  Ameritrade,  Division  of  Ameritrade,  Inc., 
nember  NASD/SIPC.  Ameritrade  and  Ameritrade  logos  are  trademarks  or  registered  trademarks  of  Ameritrade  IP  Company,  Inc.  ©2004  Ameritrade  IP  Company,  Inc.  All 
ights  reserved.  Used  with  permission. 
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Green 

When  an  upstart  in  London  makes  a  few  billion  in 
retailing,  the  backbiting  Starts.  By  Kiri  Blakeley 


clock  has  barely  struck  noon  on  a 
drizzly  Tuesday  in  London,  and  Philip  Green 
is  in  a  tizzy.  (  Uai  i  U  rows  of  crisply  pressed 
crew-neck  tops  and  ik  tth  folded  pastel  sweaters, 
Green  lets  the  store  manager  haw  it:  "It's  a  mess, 
John.  It's  horrible.  Absolutely 

To  the  average  eye,  the  stacks      brightlj  colored 
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ladies'  wear  appear  harmless  enough.  But  Green 
hates  the  fact  that  sale  items  are  mixed  in  with  new 

lines.  "It's  not  logical,"  he  says,  gesticulating  toward  | 

some  offending  pink  skirts  and  white  jackets.  "It's  £ 

like  we're  going  backwards."  £ 

Stalking  out  of  his  store  on  Oxford  Street,  body-  E 

guard  in  tow,  Green  turns  to  unleash  a  final  warning.  £ 


;  R  L!  PPO 


ST.  MORITZ,  FEBRUARY  18T 


Ski  Topless 


Limited  production,  390-HP  Spyder  is  ideally  engineered  to  perform  life  s 
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"I  shall  be  back,"  he  says,  a  threat  one- 
part  Bond,  one-part  Schwarzenegger. 

"It'll  be  different!"  John  promises. 

It  had  better  be,  if  John  wants  to  keep 
his  job — Green   is  a 
man    accustomed   to 
having  things  his  way. 
In  the  last  four  years 
the  52-year-old  cloth- 
ier has   rehabilitated 
two  retail  operations: 
British  Home  Stores 
(now  known  as  BHS),  a 
76-year-old  chain  of 
department  stores,  and 
Arcadia  Group,  owner 
of  popular  outfitters 
like  Topshop  and  Top- 
man.    Green's    retail 
empire  operates  2,500 
outlets,  employs  40,000 
workers  and  generates 
$5.1  billion  in  sales  and 
$847  million  in  profit 
before    depreciation, 
interest     and     taxes. 
(These  and  the  histori- 
cal figures  in  this  story 
are  translated  at  the 
pound's  current  value.) 
By  FORBES'  reckoning, 
Green  is  worth  $5  bil- 
lion. He  has  spent  a  little 
of  this  on  high  living:  a 
$20  million  yacht,  a  $45 
million  Gulfstream  jet,  a 
$  1 2  million  penthouse      OWIier  of  pOplllar 

outfitters 


around  and  paid  back  much  of  the 
$1.9  billion  of  debt  he  used  to  take  them 
private.  He  did  it  so  effortlessly  that  the 
cry  went  up  that  he'd  "stolen"  the  fran- 


years  Green 
rehabilitated 
two  big  retailers, 

including  Arcadia, 


Topshop  and 
Topman. 


in  Monte  Carlo,  a  50th 
birthday  bash  in  Cyprus 
with  entertainment  by 
Tom    Jones    and    Rod 
Stewart. 

In  the  New  World 
that's  enough  bling-bling 
to  land  your  own  reality  television  show. 
But  in  his  native  England,  Green's  swift 
rise  to  riches  has  been  greeted  with  tepid 
enthusiasm.  "One  big  word  tends  to  get 
in  the  way  ol  anyone  successful  in  the 
U.K.,"  says  Stuart  Rose,  a  seasoned  retail 
executive  who  stewarded  the  sale  of  Arca- 
dia to  Green.  "And  th         ailed  envy." 

Green  astoundei  City — Lon- 

don's financial  distric  I 
at  which  he  turned  BHS  and    '     adia 
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chises  for  much  less 
than  their  worth. 

Green  attrib- 
utes his  success  not 
to  cheap  acquisi- 
tions but  to  a  life- 
time of  plying  the 
rag  trade.  He  can 
price  a  fabric  sim- 
ply by  rubbing  it 
between  his  fingers. 
He  can  look  at  a 
rack  of  coats  and 
predict  which  ones 
won't  sell  next  sea- 
son. He  obsesses  with  presentation,  from 
the  floor  plans  to  the  lighting.  In  short, 
he's  a  store  manager's  worst  nightmare, 
not  an  absentee  landlord,"  he 
admits. 

It  all  started  36  years  ago  when  Green 
dropped  out  of  high  school  to  apprentice 
for  a  London  shoe  importer  run  by  an 
old  family  friend.  At  age  27  he  bought  his 
first  store;  he  spent  the  next  17  years  dab- 
bling ii   various  fashion  enterprises,  a 


sojourn  that  delivered  some  mild  suc- 
cesses and  outright  failures. 

-  That  all  changed  in  1995.  Green 
orchestrated  the  buyout  of  Britain's 
largest  athletics  retailer, 
Olympus  Sports,  from 
Sears  Group,  a  retail 
and  financial  services 
company  (not  related 
to  Sears  in  the  U.S.). 
The  price:  one  British 
pound  plus  the  assump- 
tion of  $30  million  in' 
debt.  Though  a  heart 
attack  kept  him  from 
taking  an  active  man- 
agement role,  Green 
and  his  partners  sold 
the  company  three 
years  later  to  JJB  Sports 
for  $550  million.  Green 
walked  away  $73  mil- 
lion richer. 

A  few  months  later 
he  sank  his  teeth  into 
the  rest  of  Sears.  He 
was  backed  by  the  bil- 
lionaire Barclay  broth- 
ers, who  recently  bid 
for  media  baron  Conrad  Black's  Tele- 
graph Group  newspapers.  Green  bought 
Sears  for  $1  billion  in  a  hostile  takeover. 
Over  the  next  180  days  he  sold  it  off  in 
pieces,  pocketing  some  $340  million  of 
profit  for  himself  and  his  backers. 

Green  started  trolling  for  bigger 
game.  In  early  2000  he  began  raising  the 
equivalent  of  $13.3  billion  (in  today's  dol- 
lars) to  make  a  run  at  Marks  &  Spencer, 
Britain's  venerable  department  store 
chain.  But  before  he  could  make  a  formal 
offer,  reports  surfaced  that  his  wife, 
Cristina,  had  bought  $40  million  worth 
of  M&S  stock  only  days  before  Green's 
intentions  would  become  public.  Green 
claims  the  regulators  had  approved 
Cristina's  purchase,  then  M&S  made  a 
stink  about  it.  With  the  British  press  hav- 
ing a  field  day,  Green  backed  off  of  his 
impending  offer.  "It  was  below-the-belt 
tactics,"  sneers  Green.  "They  didn't  want 
it  sold  to  a  trader,  an  operator." 

Undaunted,  Green  set  his  sights  on 
British  Home  Stores,  the  country's  fifth- 
largest  retail  chain:  156  outlets  with  4.4 
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Get  information  in  25%  more  places  on  the  Sprint  high-speed  wireless  data  network. 


Your  employees  can  get  email  and  corporate  data  in  more 
places  nationwide  with  Sprint  than  with  AT&T  Wireless. 

The  Sprint  high-speed  wireless  data  network  covers  a  larger  area 
and  more  people  than  the  AT&T  Wireless  GPRS/EDGE  network. 
So  your  employees  can  be  more  productive  in  more  places. 


•  25%  larger  coverage  area 

•  25  million  more  people  covered 

All  this  and,  of  course,  clear  calls  on 
the  nation's  most  complete,  all-digital 
wireless  network  to  make  your 
business  more  effective. 


Get  the  facts  at  sprint.com/facts  or  call 
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Courtyard  by  Marriott 


From  More  High-Speed  Internet  Access  to  Exciting  New  and  Completely  Renovated! 

Hotels  Worldwide,  Courtyard  by  Marriott  Connects  With  Its  Guests 


As  the  needs  of  today's  demanding 
business  travelers  change, 
Courtyard  by  Marriott  is  still  set- 
ting the  standard  in  the  hotel  industry. 
Courtyard  now  offers  more  hotels  with 
free  high-speed  Internet  access  than  near- 
ly any  other  hotel  brand  in  the  world. 
Courtyard's  leadership  doesn't  stop  there. 
Business  travelers  enjoy  new  and  freshly 
renovated  Courtyard  hotels  in  gateway 
cities  and  popular  destinations  worldwide, 
such  as  Chicago,  Houston,  Miami,  Kuwait 
City  and  Shanghai. 

As  the  first  hotel  designed  specifically 
by  business  travelers  for  business  travel- 
ers, Courtyard  has  always  understood  the 
importance  of  remaining  productive  on  the 
road  and  staying  connected  with  your 
office  or  family.  At  more  than  500 
Courtyards  in  the  U.S.  and  Canada,  travel- 
ers can  stay  connected  with  free  high- 
speed Internet  access  in  every  guest 
room.  For  those  traveling  elsewhere  in  the 
world,  Courtyard  is  expanding  its  high- 
speed enabled  hotels,  such  as  at  the  new 
Courtyard  V'v.  iw  International  Airport, 
which  also  of!  ybef  cafe. 

Helping  <  stay  better  connected 

is  just  part  of  rd  is  doing  to 

enhance  expert  lobbies  fea- 

ture a  business  libra  \  ■  high-speed 

Internet  and   print*  i  and   The 

Market,  offering  fresh  sandw  c\  es,  s<"> 
and  snacks  anytime  oj  V  light 

Courtyard  is  also  o|. 
hotels  around  the  globe  In  tl  ly  City 


Courtyard  has  always 
understood  the  importance 
of  remaining  productive 
on  the  road  and  staying 
connected  with  your  office 
or  family. 

the  Chicago  Courtyard  Downtown/Magnif- 
icent Mile  sits  on  Michigan  Avenue,  just 
steps  away  from  the  most  glamorous 
shopping  in  the  Midwest,  and  is  within 
walking  distance  of  many  corporate 
offices.  In  Texas,  the  historic  Humble  Oil 
Building  is  now  home  to  the  Courtyard 
Houston  Downtown.  On  the  register  of 
Historic  Places,  the  restored  neoclassical 
structure  reopened  this  past  summer.  For 
those  who  want  to  mix  business  with 
some  fun  in  the  sun,  the  newly  opened 
Courtyard  Miami  Beach  Oceanfront  is 
steps  away  from  the  Atlantic  Ocean. 

In  the  Middle  East,  the  first  Courtyard 

just  opened  in  Kuwait  City,  featuring  a 

lobby   lounge   in   a   dramatic   eight-story 

m  and  a  restaurant  that  overlooks  the 

city.  Situated  in  dynamic  Shanghai,  the 


COURTYARD 
>    Harriott 


Courtyard  Shanghai  Pudong  is  centrall 
located  near  the  offices  of  many  interne; 
tional  banks  and  major  corporations. 

In  addition  to  opening  more  tha 
30  new  hotels  last  year,  Courtyard  i 
continuing  its  long  legacy  of  innovatio 
by  enhancing  its  new  and  existing  hote^ 
through  several  product  and  desig 
improvements  specifically  designed  t 
meet  the  evolving  needs  of  our  guests 
Last  year  in  the  U.S.,  Courtyard  intrc 
duced  the  first  of  these  "reinvented 
hotels.  Existing  properties  in  location 
such  as  Dallas,  Chicago,  Washington  an 
San  Francisco  were  reinvented,  an 
new  hotels  with  product  and  desig 
improvements  were  also  opened  in  ke 
business  destinations  such  as  Pittsburg 
and  Boston. 

Guest  rooms  have  an  inviting,  time 
less  and  sophisticated  design.  Produc 
tivity  is  enhanced  as  well,  with  large 
easily  movable  desks,  enhanced  tas 
lighting  and  more  power  outlets.  Nbv 
bathrooms  have  a  more  residential  fee 
with  granite  vanities,  full-length  mirror 
and  brighter  lighting.  And  guests  are  res 
ing  more  comfortably  on  thicker  delux 
mattresses  and  quality  linens,  includin 
new  comforters  and  plush  pillows.  It' 
the  Marriott  Way.SM  I 

For  more  information  or  reservations,  cb 
Courtyard's  toll-free  number  at  800-32' 
2211,  contact  a  travel  agent  or  visit  th 
web  site  at  www.courtyard.com. 


COURTYARD 

® 

Harriott 


UPLOAD.  DOWNLOAD. 
TAKE  A  LOAD  OFF,  FANNY. 

Take  advantage  of  the  free 
high-speed  Internet  connection 
in  your  Courtyard*  room  to  send 
a  PowerPoint"  presentation  to 
New  York.  Or  a  power  ballad  to 
Nashville.  With  everything  from 
ergonomic  desk  chairs  to  piping 
hot  breakfasts,  Courtyard's  made 
it  our  business  to  take  care  of 
yours.  Whatever  it  is.  Courtyard. 
Our  rooms  were  made  for  you!" 
IT'S  THE  MARRIOTT  WAY.5" 


To  reserve  a  room 
with  free  high-speed 
Internet  access, 
call  1-800-MARRIOTT 
or  visit  Marriott.com. 

Free  high-speed  Internet  access  available  at 
participating  hotels  £)  ?004  Marriott  International,  tnr 
PowerPoint'  is  a  registered  trademark  of  Microsoft  Corporation 
The  Weight  0  1968  by  Dwart  Music  All  r.^hls  reserved. 
International  copyright  secured  Reprinted  by  permission 


Billionaires  

The  Big  Deals 

After  dropping  out  of  high  school, 
Green  experienced  some  early  failures 
(don't  ask  him  about  his  attempt  at 
a  Joan  Collins  jeans  line).  But 
he's  had  enough  big  successes 
to  make  him  a  billionaire. 


BHS 


Arcadia 


1982 

1986 

1998 

1999 

2000 

2002 

2003 

Sells  his  first  store, 

Sells  jeans  franchise 

Sells  Olympus 

Sells  off  the 

Buys  British 

With  help  from 

Sells  40%  of  his 

41  Conduit  Street. 

Jean-Jeanie, 

Sports 

Sears  Group  chain. 

Home  Stores. 

the  Bank  of 

stake  in  retailer 

Makes 

which  he'd  owned  for 

to  JJB  Sports. 

With  backers, 

Cost: 

Scotland,  buys 

Mark  One. 

$30,000. 

only  six  months,  for 

Pockets 

makes 

$380  million. 

Arcadia  for 

Takes  away 

$3  million. 

$73  million. 

$340  million. 

$1.6  billion. 

$24  million. 

million  square  feet  of  space  stocked  with 
everything  from  housewares  to  brides- 
maids' dresses.  BHS  was  floundering, 
earning  only  $1 14  million  on  $1.7  billion 
in  sales.  Green  recognized  that  the 
retailer  had  strayed  from  its  core  demo- 
graphic of  low-  and  middle-income  fam- 
ilies looking  for  quality  basics  at  a  low 
price.  Backed  by  Barclays  Bank  and 
WestLB,  Green  put  in  an  all-cash  bid  of 
$380  million  and  closed  on  94%  of  the 
shares  in  May  2000.  For  the  next  18 
months    he    worked    15-hour    days 
redesigning  the  stores  and  putting  differ- 
ent merchandise  on  the  tc 
shelves.   He   has   since 
extracted  nearly  twice  his 
purchase  price  in  divi- 
dends— and  he  still  owns 
the  chain. 

In  August  2002  Green  yery  abrasive. 
went  after  Arcadia,  a 
company  that  had  rev- 
enue of  $3.4  billion  from 
2,400  outlets  but  was 
struggling  to  increase 
margins.  With  help  from 
the  Bank  (if  Scotland, 
Green  bought  most  of 
Arcadia  for  $1  6  bil 
putting       down 

$131  million  of  1  loney.  The 

price  was  a  recent 

market  value,  but  n  '.inded  a 

bargain.  He  doubled  i  pei  <j 

began  rapidly  repaying  the  I . 

Stuart  Rose,  t  11 

who  approved  the  d  i'l  question 

the  fairness  of  Green  ,  but 


The  fact  of 
the  matter  is, 
he  can  be 


There's  a  lot  of 
jealousy  with 
people  who 
earn  that  sort 
of  money." 


notes  that  not  all  of  Green's  turnarounds 
come  from  better  efficiencies.  "When 
you  don't  have  stockholders  to  answer  to, 
you  can  be  a  little  more  aggressive  about 
some  of  your  tactics,"  says  Rose,  referring 
to  Green's  reputation  for  squeezing  sup- 
pliers. "In  a  private  environment,  people 
don't  take  so  much  notice.  He's  not 
doing  anything  illegal,  he's  just  sailing  a 
bit  closer  to  the  wind,  perhaps." 

Green  insists  he  doesn't  put  the  squeeze 
on  suppliers.  He  just  doesn't  like  to  over- 
pay. "Does  that  mean  suppliers  have  to 
work  a  bit  harder?"  he  asks.  "Yes,  it  does." 
Store  staffing  was 
cut  on  days  when  cus- 
tomers   were    scarce, 
such  as  Mondays,  while 
more  salespeople  were 
added  for  busy  Satur- 
days. He  replaced  shop- 
ping   bags    manufac- 
tured in  Europe  with 
Chinese  facsimiles  at 
half  the  cost.  He  even 
negotiated  better  terms 
for  BHS'  fleet  of  700 
company  cars.  Unim- 
pressed by  the  way  the 
company's  $1.2  billion 
pension     was     being 
managed,  Green  demanded  changes 
there,  too.  Losing  stocks  were  sold  or 
replaced  with  other  investments  like  div- 
idend-paying stocks  and  real  estate. 

Underlings  are  full  of  stories  of  how 
Green  has  quickened  the  pace.  Decisions 
that  used  to  take  a  month  now  take  half 
an  hou    Gone  are  the  endless  meetings 


and  presentations.  "Forty  percent  of  my 
time  used  to  be  spent  involved  in  senior 
management  politics,"  says  Paul  Coack- 
ley,  BHS'  chief  operating  officer. 

But  Green's  success  isn't  appreciated 
in  every  quarter.  Tom  B.  Hunter,  a  Scots- 
man who  owns  5%  of  BHS,  says  Green's 
critics  are  simply  green  with  envy.  "The: 
fact  of  the  matter  is,  he  can  be  very  abra- 
sive," says  Hunter.  "There's  also  a  lot  of 
jealousy  with  people  who  earn  that  sort 
of  money." 

Perhaps  it's  jealousy  that  has  fueled 
some  wild  rumors  surrounding  Green's 
early  business  exploits.  Green  dismisses' 
such  gossip  but  appears  to  relish  his  bad- 
boy  reputation.  "I  think  you  can  do  one 
or  two  things  early  on  that  you  wish  you 
might  not  have  done,"  he  confesses.  "But 
once  you  start  to  develop  your  business 
career,  you  either  do  things  the  right  way 
or  the  wrong  way." 

What's  his  next  target?  Two  of 
Britain's  largest  grocers,  Asda  and  Tesco, 
have  moved  heavily  into  clothing  in  the 
past  few  years,  and  acquiring  J  Sainsbury, 
the  fourth-largest  grocer,  might  be  a 
good  way  for  Green  to  fight  them  off.  But 
he  denies  having  any  designs  on  the  gro- 
cery business. 

For  now  he  says  his  plan  is  to  focus 
on  BHS  and  Arcadia,  concentrate  on 
growth  and,  he  hopes,  to  one  day  hand 
his  two  children,  Brandon,  11,  and 
Chloe,  13,  a  healthy  family  enterprise.  "I 
wouldn't  do  a  deal  just  for  the  sake  of 
doing  another  deal,"  he  says.  "I  wouldn't 
want  to  jeopardize  what  I've  already 
achieved."  F 
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Billionaires 

I  SPY  BILLIONAIRE  BRANDS 


ID    Brand 

Billionaire 

Country 

1  Amazon.com 

Bezos 

U.S. 
U.S. 

2  FedEx 

Smith 

3  NY  Knicks 

4  Miami  Dolphins 

5  Yahoo 

Do!an 
Huizenga 

U.S. 
U.S. 

Yang 

U.S. 

5  Yahoo 

6  Disney 

Frio 
Disney 

U.S. 
U.S. 

7  Hallmark 

8  Trump 

Hall 

U.S. 

Trump 

U.S. 

9  Gap 
10  Swatch 

Fisher 

U.S. 

Hayek 

Switzerland 

11  McCain  fries 

12  Ford  car 

McCain 
Ford 

Canada 
U.S. 

13  Chanel 

Wertheimer 

France 

14  Hermes 

15  Campbell's  soup 

Dumas 
Dorrance 

France 
U.S./lreland 

16  Apple  iPod 

17  Star  Wars 

Jobs 
Lucas 

U.S. 
U.S. 

18  Nintendo 

19  Shrek 

Yamauchi 
Spielberg 

Japan 
U.S. 

19  Shrek 

20  Sony  HDTV 

21  Samsung 

Geffen 

U.S. 

Morita 

Japan 

Lee 

S.  Korea 

22  Dallas  Cowboys 

Jones 

U.S. 

ID    Brand 

Billionaire 

Country 

23  BMW 

Quandt 

Germany 

24  Nike  sneakers 

Knight 

U.S. 

Sweden 
U.S. 

25  Ikeacart 

26  Wal-Mart 

Kamprad 
Walton 

27  Beanie  Babies 

Warner 

U.S. 

28  Hilti  power  tools 

Hilti 

Liechtenstein 
U.S. 

29  Home  Depot  bag 

Blank 

29  Home  Depot  bag 

Marcus 

U.S. 
Denmark 

30  Lego 

Kristiansen 

31  Waterford 

32  Heineken 

O'Reilly 

Ireland 

de  Carvalho 

Netherlands 

33  Kendall-Jackson  wine 

Jackson 

U.S. 

34  Trader  Joe's 

Albrecht 

Germany 

35  Corona 

Aramburuzabala    Mexico 

36  Armani 

Armani 

Italy 

37  De  Beers 

Oppenheimer 

S.  Africa 

38  Benetton  belt 

Benetton 

Italy 

39  YKK  zipper 

Yoshida 

Japan 

40  H&M 

Persson 

Sweden 

41  Virgin  Mobile 

Branson 

U.K. 

42  Dell  notebook 

Dell 

U.S. 

43  Ralph  Lauren 

Lauren 

U.S. 

44  Microsoft  mouse 

Gates 

U.S. 

45  Vanity  Fair 

Newhouse 

U.S. 

LOCATION:  TRUMP  WORLD  TOWER  AT  UNITED  NATIONS  PLAZA;  MODELS:  LIFESTYLES  MGMT 
DIAMOND  EARRINGS  COURTESY  WILLIAM  GOLDBERG;  IPOD  COURTESY  TEKSERVE,  NYC. 


ID    Brand 

Billionaire 

Country 

48  Fast  Company 

Jahr 

Germany 

47  HSBC 

Koo 

Singapore 

48  Carnival  Cruise  Lines 

Arison 

U.S./lsrael 

Austria 

49  Red  Bull 

MateschHz 

49  Red  Bull 

Yoovidhya 

Thailand 

50  NY  Post 

Murdoch 

U.S. 
U.S. 

51  Simon  &  Schuster 

Redstone 

52  Harry  Potter 

Rowling 

U.K. 

53  Intel 

Moore 

U.S. 

54  Formula  One 

55  Prada 

Ecclestone 

U.K. 

Prada 

Italy 

56  Slim-Fast  bar 

Abraham 

U.S. 

57  Victoria's  Secret  tote 

Wexner 

U.S. 
U.S. 

58  Shout  spot  remover 

Johnson 

59  Wrigley'sgum 

60  Marriott 

Wrigley 

U.S. 

Marriott 

U.S. 

61  Newport  cigarettes 

Tisch 

U.S. 

62  Estee  Lauder 

Lauder 

U.S. 

63  L'Oreal 

Bettencourt 

France 

64  Montblanc  wallet 

Rupert 

S.  Africa 

65  Ray-Ban  sunglasses 

DelVecchio 

Italy 

66  Novartis  eyedrops 

Landott 

Switzerland 

67  M&Ms 

Mars 

U.S. 

68  Millenium  Hotel 

Kwek 

Singapore 

69  Gummi  Bears 

Riegel 

Germany 

>      HOLD      UP     TO      MIRROR       ANSWER      HON  ESTLY.     < 


A  simple  question.  And  one  that  gnaws  at  you,  keeping  you  up  at  night.  But  with  the  right  knowledge,  you  can  lead 
motivate,  and  inspire  your  team.  Wharton  Executive  Education  is  renowned  for  a  curriculum  that's  as  intensive  as  it  I 
valuable.  Proven  leadership  methods.  Key  insight.  Cutting-edge  techniques.  Great  leaders  never  stop  growing.  Will  you 


UPCOMING     EXi  > 

Wharton  Fellows:  Mast< 

April  25-28,  2004 

June  1  -  3, 2004 (Tokyo   . 

June  6-8,  2004  (Shanghai, 

Executive  Development  Program 

May  2-  14,  2004 
September  12  -  24,  2004 


r«UCAT,ON    PROGRAMS 

Advanced  Management  Program 

June  6  -  Juiy  9,  2004 
September  23  -  October  29,  2004 

n^n  in  Leadership:  Legacies, 
Opportur.itlos,  and  Challenges 

June  "'     11,    .04 


Wharton 

University  of  Pennsylvania 

Aresty  Institute  of  Executive  Education 


215.898.1776  ext.  4020  or  800.255.3932  ext 
http://execed.wharton.upenn.edu/402i 


DUBAI 

EXPECT    IT   ALL 


* 


u 


<1 


TO  SEE  WHERE  DUBAI'S  HEADED, 
TAKE  A  LOOK  AT  THE  HORIZON. 


pite  a  major  industry  slowdown  last  year,  Dubai's  award  winning  Emirates  Airline  bought  new  aircraft  to  the  value  of  19 
on  dollars,  the  largest  deal  in  aviation  history.  Dubai  airport  also  saw  a  48.5%  rise  in  passenger  traffic  from  10,754,900 
5,973,400  people  in  just  4  years.  So  if  you're  an  investor  looking  for  new  opportunities,  make  Dubai  your  next  destination, 
(now  more  visit  www.dubaiexpect.com 


HE  WORLD' 


rising  stocks/a  strong  euro  and  stable  oil  prices  meant  big  gains  for 
Europe's  164  billionaires.  Among  them  are  20  newcomers — 8  from  Russia. 
The  group's  net  worth  OF  $578  billion  IS  UP  47%  over  last  year. 


A)  Dietrich  Mat: achltz.  Austnan  market  -„ed  Red  Bull  energy  drink  into  a  cult  brand.  B)  Alicia  Koplowftz.  Spanish  construction  heiress 

sold  share  of  fortune  to  her  older  sister  in  1997.  Now  she  invests  in  real  estate  and  equities.  C)  Roman  Abramovich.  Russian  oil  magnate  made  a 
ortune  through  coi. .'reversal  export  deals.  Recently  Wocked  the  merger  of  his  Sibneft  with  rival  Yukos,  whose  former  chief,  also  a  billionaire, 
langu.shes  In  all  D)  Miuccia  Prada.  Italian  designer  turned  Prada  into  a  fashion  icon.  E)  Richard  Branson.  British  thrill-seeker  behind  Virgin 
empire  plans  to  launch  a  low-cost  airline  in  the  U.S.    )  J  Arnault.  French  luxury  goods  titans  brands  include  Dom  Perignon  and  Louis 

Vurtton.  G)  Ingvar  Kamprad.  Swed.sh  entrepi    mir  still  runs  I!   o.  the  budget  furniture  juggernaut  he  founded  61  years  ago 
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lonaires 


The  Golden  Girl  m 

Not  even  Joanne  Kathleen 
Rowling  could  have  imagined 
the  power  her  pubescent  wizard 
possessed.  The  former  welfare 
mother's  five  Harry  Potter  books 
have  sold  250  million  copies. 
Potter  movies  have  grossed  $2 
billion.  But  the  Potter  craze  may 
have  peaked.  Mattel  reports 
that  sales  of  its  Potter  toys  are 
softening.  — Tomas  Kellner 
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Rank  Name/Country 

Networtr 
(Sbil) 

Source 

Age 

3  Karl  Albreclrt/Germany 

23.0 

supermarkets 

84 

▲ 

11  Liliane  Bettencourt/France 

18.8 

L'Oreal 

81 

▲ 

13  Ingvar  Kamprad/Sweden 

18.5 

Ikea 

77 

A 

14  TheoAlbrecht/Germany 

18.1 

supermarkets 

81 

A 

16  Mikhail  Khodorkovsky/Russia 

15.0 

oil 

40 

A 

21  Bernard  Arnault/France 

12.2 

LVMH 

55 

A 

25  Roman  Abramovich/Russia 

10.6 

oil 

37 

A 

30  Silvio  Berlusconi/Italy 

10.0 

media 

67 

A 

32  Birgit  Rausing  &  family/Sweden 

9.3 

packaging 

80 

T 

33  Amancio  Ortega/Spain 

9.2 

Zara 

68 

T 

36  Gerald  Cavendish  Grosvenor/United  Kingdom    8.7 

real  estate 

52 

A 

37  Stefan  Persson/Sweden 

8.6 

H&M 

56 

A 

40  Susanne  Klatten/Germany 

8.1 

BMW 

42 

A 

41  Michael  Otto  &  family/Germany 

8.0 

retail 

60 

A 

41  Hans  Rausing/Sweden 

8.0 

packaging 

77 

A 

50  Rudolf  August  Oetker  &  family/Germany 

7.5 

food 

87 

A 

51  Ernesto  Bertarelli/Switzerland 

7.4 

biotech 

38 

A 

55  Leonardo  Del  Vecchio/ltaly 

6.9 

eyewear 

68 

A 

57  August  von  Finck/Germany 

6.8 

investments 

73 

A 

59  Stefan  Quandt/Germany 

6.5 

BMW 

38 

A 

60  Serge  Dassault  &  family/France 

6.4 

aviation 

79 

A 

64  Maria-Elisabeth  &  Georg  Schaeffler/Germany   6.1 

ball  bearings 

A 

68  Curt  Engelhorn/Germany 

5.9 

drugs 

77 

A 

70  Friedrich  Flick  Jr/Germany 

5.8 

investments 

77 

A 

73  Mikhail  Fridman/Russia 

5.6 

oil 

39 

A 

73  Alain  &  Gerard  Wertheimer/France 

5.6 

Chanel 

A 

76  Hasso  Plattner/Germany 

5.4 

SAP 

60 

A 

78  Adolf  Merc  We/Germany 

5.3 

drugs 

69 

A 

78  Johanna  Quandt/Germany 

5.3 

BMW 

76 

A 

80  Antonia  Johnson/Sweden 

5.2 

diversified 

60 

A 

82  Maersk  Mc-Kinney  Moller/Denmark 

5.1 

shipping 

90 

A 

84  Philip  Green/United  Kingdom 

5.0 

retail 

52 

A 

85  Vladimir  Potanin/Russia 

4.9 

metals 

43 

A 

90  Mikhail  Prokhorov/Russia 

4.8 

metals 

38 

A 

91  Francois  Pinaurf/France 

4.7 

retail 

67 

A 

94  Karl-HeinzKipp/Germany 

4.6 

real  estate 

80 

A 

94  Charlene  de  Carvalho-Heineken/Netherlands    4.6 

Heineken 

49 

A 

100 '  "ciano  Benetton  &  family/Italy 

4.5 

Benetton 

68 

T 

100  Waiter  Haefner/Switzerland 

4.5 

software 

93 

A 

100  Erivan  Haub  &  family/Germany 

4.5 

retail 

71 

A 

103  Spiro  Latsis  &  family/Greece 

4.4 

banking 

57 

A 

103  Reinhold  Wiirtn/Germany 

4.4 

mfg 

68 

A 

111  Reinhard  Mohn  &  family/Germany 

4.2 

media 

82 
63 

A 

116  David  Sainsbury  &  family/United  Kingdom 

4.0 

supermarkets 

A 

124  Vladimir  Lisin/Russia  3.8  metals 

128  Robert  Bosch  Jr&  family/Germany  3.7  mfg  76 

128  Jean-Claude  Decaux&  family/France  3.7  advertising    66 

128MicheleFcrrero/ltaly  3.7  chocolates 

136  Jorgen  Clausen  &  family/Denmark  3.5  refrigeration  55 

136  Bernard  Ecdestone&  family/United  Kingdom  3.5  FomHaOne  73 
NEW  •                                       UP  A 


Net  wortl 
Rank  Name/Country                                      ($bil) 

I 

Source 

Age 

136  Alexei  Mordashov/Russia 

3.5 

steel 

38 

A 

140  Klaus  Tschira/Germany 

3.4 

SAP 

63 

A 

143  0legDeripaska/Russia      • 

3.3 

aluminum 

35 

A 

143  Anton  Schlecker/Germany                          3.3 

retail 

59 

A 

143  Viktor  Vekseiberg/Russia 

3.3 

oil 

46 

A 

153  Antonio  Champalimaud/Portugal 

3.1 

finance 

85 

A 

159  David  &  Frederick  Barclay/United  Kingdom 

3.0 

retail 

• 

159  Heidi  Horten/Austria 

3.0 

dept  stores 

63 

• 

159  Sergio  Mantegazza/Switzerland 

3.0 

travel 

76 

A 

159  Rafael  del  Pino  &  family/Spain 

3.0 

construction 

83 

A 

170  Gerard  Louis-Dreyfus  &  family/France 

2.9 

commodities 

71 

A 

170  Thomas  Schmidheiny/Switzerland 

2.9 

cement 

58 

A 

170  Stefan  Schorghuber/Germany 

2.9 

real  estate 

42 

A 

176  Michael  Herz/Germany 

2.8 

coffee 

58 

A 

186  Vagit  Alekperov/Russia 

2.7 

oil 

53 

A 

186  Otto  Beisheim/Germany 

2.7 

retail 

80 

A 

186  Otto  Happel/Germany 

2.7 

engineering 

56 

A 

186  R,  &  M.  Schmidt-Ruthenbeck/Germany 

2.7 

retail 

• 

186  Karl  Wlaschek/Austria 

2.7 

dept  stores 

86 

• 

198  Wolfgang  Herz/Germany 

2.6 

coffee 

53 

A 

198  Willi  &  Isolde  Liebherr  &  family/Switzerland 

2.6 

construction 

A 

198  Stephan  Schmidheiny/Switzerland 

2.6 

investments 

56 

A 

205  Kjeld  Kirk  Kristiansen/Denmark 

2.5 

Lego 

56 

A 

216  Hubert  Burda/Germany 

2.4 

publishing 

64 

▼ 

216  Gerald  Cadogan/United  Kingdom 

2.4 

real  estate 

66 

A 

216  John  Dorrance  Ill/Ireland 

2.4 

soup 

60 

A 

216  Hugo  Mann  &  family/Germany 

2.4 

retail 

90 

A 

216  Juan  &  Carlos  March/Spain 

2.4 

banking 

A 

231  Clive  Calder/United  Kingdom 

2.3 

record  label 

57 

- 

231  Michael  Hifti  &  family/Liechtenstein 

2.3 

power  tools 

57 

A 

231  Madeleine  Schickedanz/Germany 

2.3 

retail 

60 

A 

247  Giorgio  Armani/Italy 

2.2 

fashion 

69 

A 

247  Heinz  Bauer/Germany 

2.2 

publishing 

64 

▼ 

247  Richard  Branson/United  Kingdom 

2.2 

Virgin 

53 

A 

247  Nicolas  Hayek/Switzerland 

2.2 

Swatch 

75 

A 

262  Umberto  Agnelli  &  family/Italy 

2.1 

Fiat 

69 

A 

262  Jean-Louis  Dumas  &  family/France 

2.1 

Hermes 

65 

A 

262  Philippe  Foriel-Destezet/France 

2.1 

temp  agency 

68 

A 

262  Rolf  Gerling/Germany 

2.1 

insurance 

49 

T 

262  Achille  Maramotti/ltaly 

2.1 

apparel 

77 

T 

262  Albert  von  Thurn  und  Taxis/Germany 

2.1 

diversified 

20 

A 

277  Martin  Bouygues  &  family/France 

2.0 

telecom 

52 

A 

277  Ennio  Doris/Italy 

2.0 

insurance 

63 

A 

277  Klaus-Michael  Kiihne/Germany 

2.0 

shipping 

66 

A 

277  Leonid  Nevzlin/Russia 

2.0 

oil 

44 

A 

277  Augusto  &  Giorgio  Pert etti/ltaly 

2.0 

candy 

• 

'77  Friede  Springer/Germany 

2.0 

publishing 

61 

A 

"93  John  Fredriksen/Norway 

1.9 

shipping 

59 

• 

293  Daniela  Herz/Germany 

1.9 

coffee 

50 

A 

293  Punter  Herz/Germany 

1.9 

coffee 

63 

A 

• 
A 
A 
A 


'-• 
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SAS,  the  leader  in  business  intelligence  software,  challenges. 


'edict  outcomes  with  confidence. 
Or  become  yesterday's  news. 


ENTERPRISE  INTELLIGENCE 


SUPPLIER   INTELLIGENCE 


ORGANIZATIONAL  INTELLIGENCE 


CUSTOMER  INTELLIGENCE 


INTELLIGENCE  architecture 


Why  do  forward-looking  companies,  including  94%  of  the  FORTUNE  Global  500",  rely  on 
SAS?  Because  our  software  provides  the  complete  vision  to  learn  from  the  past,  monitor  and 
communicate  the  present,  and  gain  insight  into  the  future.  SAS"  lets  you  predict  customer 
behavior  instead  of  just  reacting  to  it.  Anticipate  supplier  risk  instead  of  just  projecting 
spend.  And  foresee  change  rather  than  second-guessing  outcomes.  To  find  out  how  SAS 
can  help  you  control  costs,  drive  revenue  and  achieve  capital  efficiency,  visit  our  Web  site. 
Or  call  us  toll  free  1  866  270  5737. 

www.sas.com/predict 


The  Power  to  Know* 


jSdSk 


SAS  and  all  other  SAS  Institute  Inc.  product  or  serv  c,  ne  mes  are  registered  trademarks  or  trademarks  of  SAS  Institute  Inc.  in  the  USA  and  other  countnes.®  indicates  USA  registration.  Other  brand  and  product 
names  are  trademarks  of  their  respective  companies  ©  2004  SAS  Institute  Inc.  All  rights  reserved.  2691 1 7US.0204 


ia  ires 


Net  worth 
Rink  Name/Country                                      ($bil) 

Source 

Age 

293  Brum  Schroder  &  family /United  Kingdom 

1.9 

banking 

71 

A 

293  cugen  Viehcf  &  famfly  /Germany 

1.9 

retail 

87 

▲ 

310  Emiiio  Botin/Spain 

1.8 

banking 

69 

▲ 

310  Mikhail  Brudno/Russia 

1.8 

oil 

44 

A 

310  Vladimir  Dubov/Russia 

1.8 

oil 

46 

▲ 

310  Stein  Erik  Hagen/Norway 

1.8 

supermarkets  47 

A 

310  John  Jahr  &  family  /Germany 

1.8 

media 

70 

■m 

310  Platon  Lebedev/Russia 

1.8 

oil 

47 

A 

310  Kenneth  Morrison/United  Kingdom 

1.8 

supermarket 

s72 

▲ 

310  Vasily  Shakhnovsky  /Russia 

1.8 

oil 

46 

A 

310  Arne  Wilhelmsen  &  family/Norway 

1.8 

shipping 

74 

• 

310  John  de  Moi/Netherlands 

1.8 

TV 

48 

A 

342  Vladimir  Bogdanov/Russia 

1.7 

oil 

52 

A 

342  Hans-Werner  Hector /Germany 

1.7 

SAP 

64 

A 

342  Esther  Kopiowfrz/Spain 

1.7 

construction 

53 

A 

356  Isak  Andic/Spain 

1.6 

textiles 

49 

• 

356  Joseph  Lewis/United  Kingdom 

1.6 

finance 

67 

A 

356  Rosalia  Mera/Spain 

1.6 

Zara 

60 

T 

356  John  A  Fentener  van  Vlissingen/Netherlands 

1.6 

travel 

65 

A 

377  Miuccia  Prada  &  family/Italy 

1.5 

Prada 

54 

A 

377  Adrian  Swire  &  family /United  Kingdom 

1.5 

diversified 

73 

A 

377  Vladimir  Yevtushenkov/Russia 

1.5 

telecom 

55 

- 

406  Gerd  Brachmann/Germany 

1.4 

services 

A 

406  John  Caudwell/United  Kingdom 

1.4 

cell  phones 

51 

• 

406  Heinz-HorstDeichmann/Germany 

1.4 

shoes 

77 

A 

406  German  Khan/Russia 

1.4 

oil,  banking 

42 

• 

406  Afcia  Koplowitz/Spain 

1.4 

investments 

51 

A 

406  Fredrik  Lundberg/Sweden 

1.4 

real  estate 

52 

• 

406  Dietrich  Mateschrrz/Austria 

1.4 

Red  Bull 

59 

A 

406  Didier  Primat/France 

1.4 

oil 

59 

A 

406  Sylvia  Stroher /Germany 

1.4 

cosmetics 

• 

437  Francesco  Gaetano  Caltagirone  &  famiy  /Italy 

1.3 

diversified 

60 

m 

Net  worth 


Rank  Name/Country 

(Sbil) 

Source 

Age 

437  Gustaf  Douglas/Sweden 

1.3 

security 

66 

— 

437  Leonid  Fedun/Russia 

1.3 

oil 

47 

• 

437  Stem  Marcegaglia  &  famfly /Italy 

1.3 

steel 

73 

A 

437  Hans  Riegel/Germany 

1.3 

candy 

81 

T 

437  Paul  Riegel/Germany  - 

1.3 

candy 

77 

T 

437  Nikolai  Tsvetkov/Russia 

1.3 

oil,  banking 

43 

• 

437  Joop  van  den  Ende/Netherlands 

1.3 

TV 

62 

A 

472  Belmiro  de  Azevedo/Portugal 

1.2 

diversified 

65 

•> 

472  Pierre  Beilon  &  famfly /France 

1.2 

food  service 

;74 

A 

472  Anneliese  Brest/Germany 

1.2 

newspapers 

83 

A 

472  Albert  Frere/Belgium 

1.2 

investments 

78 

A 

472  Jonathan  Harmsworth/United  Kingdom 

1.2 

publishing 

36 

A 

472  IngeburgHerz/Germany 

1.2 

coffee 

• 

472  Joachim  Hen/Germany 

1.2 

coffee 

61 

- 

472  Terence  (Terry)  Matthews/United  Kingdom 

1.2 

technology 

60 

A 

472  Hermann  Schnabel/Germany 

1.2 

chemicals 

82 

• 

472  Vyacheslav  Sheremet/Russia 

1.2 

natural  gas 

62 

• 

472  Rem  Vyakhirev/Russia 

1.2 

natural  gas 

69 

«• 

514  Andrei  Melnichenko/Russia 

1.1 

banking 

32 

• 

514  Anthony  O'Reiliy/lreland 

1.1 

publishing 

67 

A 

514  Monika  Schoeller/Germany 

1.1 

publishing 

65 

▼ 

514  Dieter  von  Hofrzbrinck/Germany 

1.1 

publishing 

62 

T 

514  Stefan  von  HoMzbrinck/Germany 

1.1 

publishing 

40 

T 

552  Alexander  Abramov/Russia 

1.0 

metals 

45 

• 

552  Emiiio  Gmrtti/ltaly 

1.0 

finance 

57 

- 

552  John  Hargreaves  &  family/United  Kingdom 

1.0 

retail 

60 

T 

552  Dietmar  Hopp/Germany 

1.0 

SAP 

63 

- 

552  Liselott  Persson/Sweden 

1.0 

H&M 

«■ 

552  Stefano  Pessina/ltaly 

1.0 

drugs 

62 

• 

552  Sergei  Popov/Russia 

1.0 

metals 

32 

* 

552  Joanne  (J.K. )  Rowling/United  Kingdom 

1.0 

Harry  Potter 

38 

• 

552  Olav  Thon/Norway 

1.0 

real  estate 

80 

• 

BY  THE  NUMBERS 

Nsw  York  is  home  to  more  billionaires  than  any  other  city  in  the  world. 
3  new  Russians  on  the  list,  Moscow's  on  the  rise. 


Under  40 

27 

Over  70 

191 

Women 

53 

Singles 

24 

Self-made 

326 

High  school  dropouts 

16 

New  York 
Moscow 
Hong  Kong 

Kris 


31 


Von  Thurn  und  Tax 


Youngest 
Biggest  gainer 
Avg.  net  worth 
Average  age 


Albert  von  Thurn  und  Taxis,  20 
Warren  Buffett,  up  $12.4  billion 
$3.3  billion 
64 
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CANALI 


Billionaires 


ROYALS  &  RULERS 

Kings,  Queens  and  Heads  of  State 


Fidel  Castro,  Yasir  Arafat,  the  Queen  of  England. 
None  of  these  world  leaders  are  exemplars  of 
capitalism,  although  their  fortunes  span 
decades  or  even  centuries. (Thai  Prime  Minister 
Thaksin  Shinawatra  transferred  his  holdings  in 
telecommunications  to  family  members  before 
taking  office.)  Valuing  the  treasure  can  get 
tricky:  Buckingham  Palace  belongs  not  so  much 
to  Queen  Elizabeth  II  as  to  the  British  nation. 
Some  estimates  are  fuzzier  than  others.  We 
may  never  know  the  extent  of  the  Prince  of 
Liechtenstein's  estate,  which  dates  back  some 
800  years. 


Name 

Title/Country 

Age 

Net  worth 

King  Fahd  Bin  Abdul  Aziz  Alsaud 

Crown  Prince  &  King/Saudi  Arabia 

81 

$25  billion 

Sheikh  Zayed  Bin  Sultan  Al  Nahyan  &  family 

President/United  Arab  Emirates 

86 

20  billion 

Sultan  Haji  Hassanal  Bolkiah 

Sultan/Brunei 

57 

14.3  billion 

Sheikh  Mohammed  Bin  Rashid  Al  Maktoum  &  bros.  Crown  Prince/Dubai 

54 

10  billion 

Hans  Adam  II 

Prince/Liechtenstein 

59 

2.2  billion 

Thaksin  Shinawatra  &  family 

Prime  Minister/Thailand 

54 

1.4  billion 

Queen  Elizabeth  II 

Queen/U.K. 

77 

660  million 

Queen  Beatrix  Wilhelmina  Armgard 

Queen/Netherlands 

66 

260  million 

Yasir  Arafat 

President/Palestinian  Authority 

74 

200  million 

Fidel  Castro 

President/Cuba 

77 

150  million 

Sultan  of  Brunei 


Shinawatra 


Elizabeth  II 


Arafat 


Castro 


G7  Leaders 


This  year  FORBES  estimates  the  net  worths  of  the  heads  of  the 
world's  seven  leading  democratic  nations.  It's  a  diverse  group, 
from  media  billionaire  (Italy's  Silvio  Berlusconi)  to  career  politician 
(Junichiro  Koizumi  of  Japan).  In  most  instances,  assets  were 
publicly  disclosed.  We  included  only  salaries  for  their  tenures  in 
high  office,  assuming  standard  deductions  for  income  taxes  and 


cost  of  living.  State-provided  perks  were  excluded. 
Example:  George  Bush  was  credited  only  for  his  Texas  ranch, 
though  he  primarily  resides  in  the  White  House.  Future  earnings 
from  books  and  lectures  also  were  excluded— a  tough  break  for 
U.K.  Prime  Minister  Tony  Blair,  often  compared  with  Bill  Clinton, 
who  now  commands  an  estimated  $150,000  per  speech. 


Title/Country 


Net  worth      Notes 


Stria  BertacoMl 
Ptt  Martm 

George  W.  Bush 
Jacque 
Tony  Blair 

Junif 
Gerhard  Sch 


Berlusconi 


ml 

•  >;■■ 


Prime  Minister/Italy 

67 

$10  billion 

Prime  Minister/Canada 

65 

225  million 

Presidant/United  States 

57 

15  million 

ident/France 

71 

9  million 

Prime  Minister/United  Kingdom 

50 

3  million 

m  Minister/Jai 

62 

2  million 

^ny 
Marti.i                     Bush 

59 

1  million 
Chirac 

Owns  stake  in  Italian  TV  network  Mediaset,  publishing  and  banking  interests. 

Includes  value  of  Canada  Steamship  Lines,  transferred  to  sons  before  he  took  office. 

Assets  include  1,600-acre  Crawford,  Tex.  ranch.  U.S.  stocks  and  Treasury  bills. 

With  wife,  portfolio  of  luxury  properties;  denies  allegations  of  corruption  as  Paris  mayor. 

Oxford  law  grad  turned  career  politician;  wife  is  barrister  with  tony  London  law  firm. 

Third-generation  politician  with  a  small  real  estate  portfolio. 

Former  sales  apprentice  earned  law  degree  before  becoming  a  politician. 

Blair  Koizumi  Schroder 
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HELME 


PRO 


TECTIVE  GLASSES 


WINDBREAKE 


PADDED  GLOVES 


GEL  SEAT 


IEW  MIRROR 


REFLECTIVE  PATCHES 


wmm 


WHAT  ARE  YOU  DOING  TO  HELP  PROTECT  YOUR  HEART? 


You  do  all  kinds  of  things  to  help  safeguard 
jurself.  And  yet,  if  you've  had  a  heart  attack  or 
:roke,  it's  important  to  ask  your  doctor  if  you're 
Ding  enough  to  help  protect  your  heart.  The  Heart 
rotection  Study  by  Oxford  University,  funded  in 
art  by  Merck,  researched  ZOCOR. 

ZOCOR  is  the  first  and  only  cholesterol  medication 
roven  to  significantly  reduce  the  risk  of  heart 
ttack  and  stroke  in  people  with  heart  disease, 
egardless  of  cholesterol  level. 

Before  the  Heart  Protection  Study  was  complete, 
OCOR  was  a  time-tested,  cholesterol-lowering 
ledication,  with  over  160  million  prescriptions 
lied  in  the  past  11  years. 

Ask  your  doctor  how  ZOCOR,  along  with  a  healthy  diet, 
3n  help  protect  you.  Get  information  about  the  Heart  Protection 
tudy  and  ZOCOR  at  zocor.com  or  call  1-800-MERCK-75. 


INFORMATION 
ABOUT  THE 


PROTECTIONS 

STUDY 

and  zocbi 


ZOCOR 

STATIN) 


^  MERCK 


200/TMerck  &  Co..  Inc.  All  rights  reserved. 
350254I1II645CI-ZOC-CON 


n^^$«    assistance 
pragram 

To  fina  out  if  you  qualify,  call  1-800-MERCK-75. 


Important  considerations:  ZOCOR  is  a  prescription 
medicine  and  isn't  right  for  everyone,  including 
women  who  are  nursing  or  pregnant  or  who  may 
become  pregnant,  anyone  with  liver  problems,  and 
people  who  are  allergic  to  any  ingredients  of  ZOCOR. 
Unexplained  muscle  pain  or  weakness  could  be  a 
sign  of  a  rare  but  serious  side  effect  and  should  be 
reported  to  your  doctor  right  away.  Your  doctor  may 
do  blood  tests  before  and  during  treatment  with 
ZOCOR  to  check  for  liver  problems.  To  avoid  serious 
side  effects,  discuss  with  your  doctor  medicine  or 
food  you  should  avoid  while  on  ZOCOR. 

YOUR  RESULTS  MAY  VARY. 

PLEASE  READ  THE  MORE  DETAILED  INFORMATION  ABOUT 
ZOCOR  IMMEDIATELY  FOLLOWING  THIS  AD. 

ASK  YOUR  DOCTOR  IF  ZOCOR  IS  RIGHT  FOR  YOU. 


ZOCOR.  It's  your  future.  Be  there. 


ZOCOR 

(SIMVASTATIN) 


PLEASE  READ  THIS  SUMMARY  CAREFULLY,  THEN  ASK  YOUR  DOCTOR  ABOUT  ZOCOR. 
NO  ADVERTISEMENT  CAN  PROVIDE  ALL  THE  INFORMATION  NEEDED  TO  PRESCRIBE  A 
DRUG.  THIS  ADVERTISEMENT  DOES  NOT  TAKE  THE  PLACE  OF  CAREFUL  DISCUSSIONS 
WITH  YOUR  DOCTOR.  ONLY  YOUR  DOCTOR  HAS  THE  TRAINING  TO  WEIGH  THE  RISKS 
AND  BENEFITS  OF  A  PRESCRIPTION  DRUG  FOR  YOU. 


USES  OF  ZOCOR 

ZOCOR  is  a  prescription  drug  that  is  indicated  as  an  addition  to  diet  for  many  patients  with  high  cholesterol. 
For  patients  at  high  risk  ot  coronary  heart  disease  (CHD)  because  of  existing  heart  disease,  diabetes,  vascular 
disease,  or  history  of  stroke,  ZOCOR  is  indicated  along  with  diet  to  reduce  the  risk  of  death  by  reducing  coro- 
nary death;  reduce  the  risk  of  heart  attack  and  stroke;  and  reduce  the  need  for  revascularization  procedures. 

WHEN  ZOCOR  SHOULD  NOT  BE  USED 

Some  people  should  not  take  ZOCOR.  Discuss  this  with  your  doctor. 

ZOCOR  should  not  be  used  by  patients  who  are  allergic  to  any  of  its  ingredients.  In  addition  to  the  active  ingre- 
dient simvastatin,  each  tablet  contains  the  following  inactive  ingredients;  cellulose,  lactose,  magnesium 
stearate,  iron  oxides,  talc,  titanium  dioxide,  and  starch.  Butylated  hydroxyanisole  is  added  as  a  preservative. 
Patients  with  liver  problems:  ZOCOR  should  not  be  used  by  patients  with  active  liver  disease  or  repeated 
blood  test  results  indicating  possible  liver  problems  (See  WARNINGS.) 

Women  who  are  or  may  become  pregnant:  Pregnant  women  should  not  take  ZOCOR  because  it  may 
harm  the  fetus  Women  of  childbearing  age  should  not  take  ZOCOR  unless  it  is  highly  unlikely 
that  they  will  become  pregnant.  If  a  woman  does  become  pregnant  while  on  ZOCOR,  she  should  stop 
taking  the  drug  and  talk  to  her  doctor  at  once. 
Women  who  are  breast-teeding  should  not  take  ZOCOR. 
WARNINGS 

Muscle:  Tell  your  doctor  right  away  if  you  experience  any  unexplained  muscle  pain,  tender- 
ness, or  weakness  at  any  time  during  treatment  with  ZOCOR  so  your  doctor  can  decide  if 
ZOCOR  should  be  stopped.  Some  patients  may  have  muscle  pain  or  weakness  while  taking 
ZOCOR.  Rarely,  this  can  include  muscle  breakdown  resulting  in  kidney  damage.  The  risk  ot 
muscle  breakdown  is  greater  in  patients  taking  certain  other  drugs  along  with  ZOCOR: 

•  Cyclosporine,  itraconazole,  ketoconazole,  erythromycin,  clarithromycin,  HIV  protease 
inhibitors,  the  antidepressant  nefazodone,  or  large  quantities  of  grapefruit  juice  (>1  quart 
daily),  particularly  with  higher  doses  of  ZOCOR. 

•  Gemfibrozil  particularly  with  higher  doses  of  ZOCOR. 

•  Other  lipid  lowering  drugs  (other  fibrates  or  >1  g/day  of  niacin)  that  can  cause  myopathy 
when  given  alone. 

•  Amiodarone  or  verapamil  with  higher  doses  of  ZOCOR. 

The  risk  of  muscle  breakdown  is  greater  at  higher  doses  of  simvastatin. 

Because  the  risk  of  muscle  side  effects  is  greater  when  ZOCOR  is  used  with  the  products 

listed  above,  the  combined  use  of  these  products  should  be  avoided  unless  your  doctor 

determines  the  benelits  are  likely  to  outweigh  the  increased  risks. 

The  dose  of  ZOCOR  should  not  exceed  10  mg  daily  in  patients  receiving  gemfibrozil.  The 

combined  use  of  ZOCOR  and  gemfibrozil  should  be  avoided,  unless  your  doctor  determines 

that  the  benefits  outweigh  the  increased  risks  of  muscle  problems.  Caution  should  be  used 

when  using  ZOCOR  with  other  fibrates  or  niacin  because  these  can  cause  muscle  problems 

when  taken  alone. 

No  more  than  10  mg/day  of  ZOCOR  should  be  taken  with  cyclosporine. 

The  combined  use  of  verapamil  or  amiodarone  with  doses  above  ZOCOR  20  mg  should  be 

avoided  unless  your  doctor  determines  the  benefits  outweigh  the  increased  risk  of  muscle 

breakdown. 

Your  doctor  should  also  carefully  monitor  for  any  muscle  pain,  tenderness,  or  weakness, 
particularly  during  the  initial  months  of  therapy  and  if  the  dose  of  either  drug  is  increased. 
Your  doctor  also  may  monitor  the  level  ot  certain  muscle  enzymes  in  your  body,  but  there  is 
no  assurance  that  such  mnnitonng  will  prevent  the  occurrence  of  severe  muscle  disease. 
The  risk  of  muscle  breakdown  is  greater  in  patients  with  kidney  problems  or  diabetes. 

iditions  that  can  increase  your  risk  of  muscle  breakdown,  which  in  turn  can 
cause  kidney  damage,  your  doctor  should  temporarily  withhold  or  stop  ZOCOR.  Also,  since 
there  are  no  known  adverse  consequences  ot  briefly  stopping  therapy  with  ZOCOR,  treatment 
should  lew  days  before  elective  major  surgery  and  when  any  major  acute 

medical  oi  surgical  conditioi  occurs  Discuss  this  with  your  doctor,  who  can  explain  these 
condition 

Liver:  M>'  OR  in  clinical  trials  developed  elevated  levels  of 
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who  are  prescribing  a  new  medicine  for  you  that  you  are  taking  ZOCOR*  (simvastatin)  ZOCOR  can  interact  wilt 
the  following: 

•  Itraconazole 

•  Ketoconazole 

•  Erythromycin 

•  Clarithromycin 

•  HIV  protease  inhibitors 

•  Nefazodone 

•  Cyclosporine 

•  Large  quantities  of  grapefruifjuice  (>1  quart  daily) 
The  risk  of  myopathy  is  also  increased  by  gemfibrozil  and  to  a  lesser  extent  other  fibrates  and  niacin  (nicotin 
acid)  (>1  g/day). 
The  risk  of  muscle  breakdown  is  increased  with  other  drugs: 

•  Amiodarone 

•  Verapamil 

Some  patients  taking  lipid-lowering  agents  similar  to  ZOCOR  and  coumarin  anticoagulants  (a  type  of  bloot 
thinner)  have  experienced  bleeding  and/or  increased  blood  clotting  time.  Patients  taking  these  medicini 
should  have  their  blood  tested  before  starting  therapy  with  ZOCOR  and  should  continue  to  be  monitored 

Central  Nervous  System  Toxicity;  Cancer,  Mutations,  Impairment  of  Fertility:  Like  most  prescri 
tion  drugs,  ZOCOR  was  required  to  be  tested  on  animals  before  it  was  marketed  for  human  use.  Often  thi 
tests  were  designed  to  achieve  higher  drug  concentrations  than  humans  achieve  at  recommended  dosim 
some  tests,  the  animals  had  damage  to  the  nerves  in  the  central  nervous  system.  In  studies  of  mice  with  hi 
doses  of  ZOCOR,  the  likelihood  of  certain  types  of  cancerous  tumors  increased.  No  evidence  of  mutations  o 
or  damage  to  genetic  material  has  been  seen.  In  1  study  with  ZOCOR,  there  was  decreased  fertility  in  male  rata 

Pregnancy:  Pregnant  women  should  not  take  ZOCOR  because  it  may  harm  the  fetus. 

Safety  in  pregnancy  has  not  been  established.  In  studies  with  lipid-lowering  agents  similar  to  ZOCOR,  then- 
have  been  rare  reports  of  birth  defects  of  the  skeleton  and  digestive  system.  Therefore,  women  of  childbearinr 
age  should  not  take  ZOCOR  unless  it  is  highly  unlikely  they  will  become  pregnant.  If  a  woman  does  becorw 
pregnant  while  taking  ZOCOR,  she  should  stop  taking  the  drug  and  talk  to  her  doctor  at  once.  The  actiw 
ingredient  of  ZOCOR  did  not  cause  birth  defects  in  rats  at  3  times  the  human  dose  or  in  rabbits  at  3  times  thr 
human  dose. 

Nursing  Mothers:  Drugs  taken  by  nursing  mothers  may  be  present  in  their  breast  milk.  Because  of  the 
potential  for  serious  adverse  reactions  in  nursing  infants,  a  woman  taking  ZOCOR  should  not  breast-feed.  (Sat 
WHEN  ZOCOR  SHOULD  NOT  BE  USED.) 

Pediatric  Use:  ZOCOR  is  not  recommended  for  children  or  patients  under  10  years  of  age. 

Geriatric  Use:  Higher  blood  levels  of  active  drug  were  seen  in  elderly  patients  (70-78  years  of  age)  come 
pared  with  younger  patients  (18-30  years  of  age)  in  1  study.  In  other  studies,  the  cholesterol-lowering  effect! 
of  ZOCOR  were  at  least  as  greal  in  elderly  patients  as  in  younger  patients,  and  there  were  no  overall  differ- 
ences in  salety  between  elderly  and  younger  patients  over  the  20-80  mg/day  dosage  range.  Of  the  7  cases- 
of  myopathy/rhabdomyolysis  among  10.269  patients  on  ZOCOR  in  another  study,  4  were  aged  65  or  mort 
(at  baseline),  1  of  whom  was  over  75. 

SIDE  EFFECTS 

Most  patients  tolerate  treatment  with  ZOCOR  well;  however,  like  all  prescription  drugs,  ZOCOR  can  cause  sidi 
effects,  and  some  of  them  can  be  serious.  Side  effects  that  do  occur  are  usually  mild  and  short-lived.  OnK 
your  doctor  can  weigh  the  risks  versus  the  benefits  of  any  prescription  drug.  In  clinical  studies  with  ZOCOR" 
less  than  1.5%  of  patients  dropped  out  of  the  studies  because  of  side  effects.  In  2  large,  5-year  studies) 
patients  taking  ZOCOR  experienced  similar  side  effects  to  those  patients  taking  placebo  (sugar  pills).  Some  a 
the  side  effects  that  have  been  reported  with  ZOCOR  or  related  drugs  are  listed  below.  This  list  is  not  complete 
Be  sure  to  ask  your  doctor  about  side  effects  before  taking  ZOCOR  and  to  discuss  any  side  effects  that  occui 


Digestive  System:  Constipation,  diarrhea,  upset  stomach,  gas,  heartburn,  stomach  pain/cramps,  anorexia 
loss  of  appetite,  nausea,  inflammation  of  the  pancreas,  hepatitis,  jaundice,  fatty  changes  in  the  liver,  an* 
rarely,  severe  liver  damage  and  failure,  cirrhosis,  and  liver  cancer. 

Muscle,  Skeletal:  Muscle  cramps,  aches,  pain,  and  weakness;  joint  pain;  muscle  breakdown. 

Nervous  System:  Dizziness,  headache,  insomnia,  tingling,  memory  loss,  damage  to  nerves  causing  weak' 
ness  and/or  loss  of  sensation  and/or  abnormal  sensations,  anxiety,  depression,  tremor,  loss  of  balance 
psychic  disturbances. 

Skin:  Rash,  itching,  hair  loss,  dryness,  nodules,  discoloration. 

Eye/Senses:  Blurred  vision,  altered  taste  sensation,  progression  of  cataracts,  eye  muscle  weakness. 

Hypersensitivity  (Allergic)  Reactions:  On  rare  occasions,  a  wide  variety  of  symptoms  have  bee 
reported  to  occur  either  alone  or  together  in  groups  (referred  to  as  a  syndrome)  that  appeared  to  be  based  o 
allergic-type  reactions,  which  may  rarely  be  tatal.  These  have  included  1  or  more  of  the  following:  a  sever 
generalized  reaction  that  may  include  shortness  of  breath,  wheezing,  digestive  symptoms,  and  low  blood  pres 
sure  and  even  shock;  an  allergic  reaction  with  swelling  of  the  face,  lips,  tongue,  and/or  throat  with  difficult 
swallowing  or  breathing,  symptoms  mimicking  lupus  (a  disorder  in  which  a  person's  immune  system  ma 
attack  parts  of  his  or  her  own  body);  severe  muscle  and  blood  vessel  inflammation,  sometimes  including  rasf 
bruises;  various  disorders  of  blood  cells  (that  could  result  in  anemia,  infection,  or  blood  clotting  problems 
or  abnormal  blood  tests;  inflamed  or  painful  joints;  hives;  fatigue  and  weakness;  sensitivity  to  sunlight;  feve 
chills;  (lushing;  difficulty  breathing;  and  severe  skin  disorders  that  vary  from  rash  to  a  serious  burn-lik 
shedding  of  skin  all  over  the  body,  including  mucous  membranes  such  as  the  lining  of  fhe  mouth. 

Other:  Loss  ot  sexual  desire,  breast  enlargement,  impotence. 

Laboratory  Tests:  Liver  function  test  abnormalities  including  elevated  alkaline  phosphatase  and  bilirubir 
thyroid  lunction  abnormalities. 

NOTE:  This  summary  provides  important  information  about  ZOCOR.  If  you  would  like  mor 
information,  ask  your  doctor  or  pharmacist  to  let  you  read  the  prescribing  information  an 
then  discuss  it  with  them. 
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SARSan^  the  avian  flu  did 
little  to  hurt  these  fortunes, 
this  year  asia  adds  1 7 
billionaires  to  its  roster.  all 
9  billionaires  in  indla,  including 
2  new  faces,  turned  in  gains. 


A)  Dhanin  Chearavanont.  Thailand's  chicken-feed  king  saw  his  poultry  business  hurt  by  recent 
avian  flu  outbreak,  but  investments  in  retail  and  telecom  bolstered  his  fortune.  B)  Tadashi  Yanai. 
Founder  of  Fast  Retailing,  Japan's  answer  to  Gap,  is  back  in  fashion.  His  stock  has  nearly  doubled 
in  the  past  year,  returning  him  to  the  billionaire  ranks.  C)  Stanley  Ho.  Hong  Kong  gaming  magnate 
will  soon  share  Macau  with  new  U.S.  billionaire  Steve  Wynn.  His  ferry  and  helicopter  services  will 
likely  transport  Wynn's  guests.  D)  Kumar  Birla.  The  36-year-old  runs  a  $6  billion  (sales) 
commodities  empire.  Along  with  Indian  billionaire  brethren,  greatly  benefited  from  the  country's 
economic  revival:  His  net  worth  jumped  $1.1  billion  in  the  last  year. 
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Networtl 
Rank  Name/Country                                      ($bil) 

Source 

Age 

19  Li  Ka-shing/Hong  Kong 

12.4 

diversified 

75 

▲ 

22  Raymond,  Thomas  &  Waiter  Kwok/Hong  Kong  11.4 

real  estate 

▲ 

55  Nobutada  Saji  &  family  /Japan 

6.9 

beverages 

58 

▼ 

58  Azim  Premji/inaia 

6.7 

software 

58 

▲ 

61  Lee  Shau  Kee/Hong  Kong 

6.3 

real  estate 

76 

▲ 

62  LakshmiMittal/lndia 

6.2 

steel 

53 

▲ 

62  YasuoTakei&  family/ Japan 

6.2 

credit 

74 

▲ 

65  Mukesh&AnilAmbani/lndia 

6.0 

diversified 

▲ 

72  Fukuzo  Iwasaki/ Japan 

5.7 

real  estate 

79 

▲ 

85  Eitaro  Itoyama/Japan 

4.9 

golf  courses 

61 

▲ 

94  Tsai  Wan  Lin  &  family/Taiwan 

4.6 

insurance 

79 

A 

103  Ybshitaka  Fukuda  &  family/ Japan 

4.4 

credit 

56 

A 

108  Khoo  Teck  Puat/Singapore 

4.3 

banking 

87 

A 

108  Kyosuke  Kinoshita  &  family/Japan 

4.3 

credit 

63 

A 

111  Kunio  Busujima  &  family/ Japan 

4.2 

gaming 

78 

A 

HI  Robert  Kuok/Malaysia 

4.2 

diversified 

81 

A 

111  Kerry  Packer/Australia 

4.2 

media 

66 

A 

122  Michael  Kadoorie  &  family/Hong  Kong 

3.9 

diversified 

63 

A 

140  Kun-Hee  Lee  &  family/South  Korea 

3.4 

Samsung 

62 

A 

147  Kumar  Birla/lndia 

0  1 

commodities 

36 

A 

147  Ananda  Krishnan/Malaysia 

3.2 

telecom 

65 

A 

159  Yoshiaki  Tsutsumi/Japan 

3.0 

real  estate 

69 

A 

176  Terry  Gou/Taiwan 

2.8 

technology 

A 

176  Kwek  Leng  Beng  &  family/Singapore 

2.8 

hotels 

63 

A 

176  Patrick  Wang  &  family/Hong  Kong 

2.8 

micromotors 

53 

A 

176  YC  Wang/Taiwan 

2.8 

chemicals 

87 

A 

186  Sunil  Mrttal/lndia 

2.7 

telecom 

46 

• 

198  Rachman  Halim  &  family/Indonesia 

2.6 

tobacco 

56 

A 

198  Jeffrey  Koo  Sr/Taiwan 

2.6 

finance 

«• 

205  Masatoshilto/  Japan 

2.5 

retail 

79 

A 

216  Ryoichi  Jinnai  &  family/Japan 

2.4 

credit 

77 

A 

216  Frank  Lowy  &  family/Australia 

2.4 

malls 

73 

A 

216  Akira  Mori/ Japan 

2.4 

real  estate 

66 

T 

216  Masaynshi  Son/Japan 

231 Cfa  'Hong  Kong 

i 

231  MgTengFcni?  4  f;mr.iy/Singapore 

231  aiwan 

231  Nina  Wang/Hong  Kong 


2.4 

2.3 
2.3 
2.3 
2.3 
2.3 


Softbank 
real  estate 
construction 
real  estate 
banking 
real  estate 


46 

78 
74 
75 


A 
A 
A 
▼ 


Rank  Name/Country 

Net  worth 
($bil) 

Source 

Age 

247  Tetsuro  Funai/ Japan 

2.2 

electronics 

77 

T 

247  Takemitsu  Takizaki/Japan 

2.2 

sensors 

58 

A 

247  Wee  Cho  Yaw/Singapore 

2.2 

banking 

75 

A 

262  Lint  Goh  Tong/Malaysia 

2.1 

gaming 

86 

A 

262  Quek  Leng  Chan  &  family/Malaysia 

2.1 

banking 

63 

A 

277  Adi  Godrej  &  family/India 

2.0 

diversified 

61 

A 

293  Tadashi  Yanai/Japan 

1.9 

retail 

55 

R 

310  Lee  Seng  Wee  &  family/Singapore 

1.8 

banking 

79 

A 

310  Shiv  Nadar/lndia 

1.8 

technology 

58 

A 

310  Shin  Kyuk-ho  &  family/South  Korea 

1.8 

candy 

81 

T 

310  Michael  Ying/Hong  Kong 

1.8 

Esprit 

• 

342  Dhanin  Chearavanont  &  family/Thailand 

1.7 

agriculture 

64 

A 

342  Wen  Long  Shi  &  family/Taiwan 

1.7 

plastics,  tech  76 

- 

356  Kazuo  Okada/Japan 

1.6 

gaming 

61 

A 

356  Richard  Pratt/Australia 

1.6 

packaging 

69 

A 

356  Peter  Woo  &  family/Hong  Kong 

1.6 

real  estate 

58 

* 

356  Chaleo  Yoovidhya/Thailand 

1.6 

Red  Bull 

A 

377  Lucio  Tan/Philippines 

1.5 

tobacco 

69 

T 

377  Hiroshi  Yamauchi/Japan 

1.5 

Nintendo 

76 

A 

377  Tadahiro  Yoshida/Japan 

1.5 

zippers 

57 

- 

406  Chen  Din  Hwa/Hong  Kong 

1.4 

real  estate 

81 

A 

406  Henry  Fok/Hong  Kong 

1.4 

gaming 

80 

A 

406  Stanley  Ho/Hong  Kong 

1.4 

gaming 

82 

- 

406  Hideo  Morita  &  family/Japan 

1.4 

Sony 

52 

T 

406  Henry  Sy  &  family/Philippines 

1.4 

malls 

79 

A 

437  Den  Fujita  &  family/Japan 

1.3 

McDonald's 

78 

A 

437  William  Fung/Hong  Kong 

1.3 

apparel 

56 

• 

437  Barry  Lam/Taiwan 

1.3 

laptops 

54 

«• 

437  Kenichi  Mabuchi  &  family /Japan 

1.3 

micromotors 

81 

▼ 

437  Harry  Triguboff /Australia                             1.3 

real  estate 

71 

• 

472  Chang  Yung  Fa/Taiwan 

1.2 

transportation77 

<* 

472  Soichiro  Fukutake  &  family/Japan 

1.2 

education 

58 

- 

514  John  Gandel  &  family /Australia 

1.1 

real  estate 

69 

* 

514  Richard  Li/Hong  Kong 

1.1 

telecom 

37 

A 

514  Vivian  Wu/Taiwan 

1.1 

autos 

90 

• 

514  Larry  Yung/China 

1.1 

diversified 

62 

« 

552  Anil  Agarwal/lndia 

1.0 

mining 

50 

• 

552  Jason  Chang  &  family/Taiwan 

1.0 

semiconductors 

— 

552  Tiong  Hiew  King/Malaysia 


1.0 


MettlOi  n  al  tanking  of  the  world's  richest  people.  We  valued  publicly  traded  shares  using  prices  and  exchange  rates  as  of 
Feb.  6.  Privately  h<  iplirtg  estimates  of  revenues  or  profits  (or.  in  some  cases,  company-provided  numbers)  to  prevailing 
price/revenue  and  p  lublicty  traded  companies.  In  recent  cases  where  government  or  law  enforcement  has  "frozen"  someone's 
assets,  we  typically  don  itil  items  are  seized.  Generally  we  list  individual  fortunes  only,  rather  than  those  shared  among  extended  fam- 
ilies, like  the  Rothsch  Wh;  lear  how  a  fortune  is  split  among  family  members,  we  list  the  names  of  those  who  share  the  fortune, 
(as  we  do  with  Brazil's  .  s  eSi  we  |ist  tne  individual  who  created  the  fortune  or  who  controls  it,  followed  by  "&.  family." 

ACKIlOWlec '  Media  Research;  Monir  Barakat,  Wafra  Investment  Advisory  Group;  Andrew  Barnett,  Merrill  Lynch;  Lilach 

Benami.  The  Israeli  Network, }  madian  Business.  Ernesto  Canales,  Canales  Asesoria  Juridica;  Capital  Intelligence;  Philip 

de  Witt  Wijnen,  Quote  Magazu  ,  iUr,ry;  Finanslnvest;  Global  Insight;  Ihsan  Jawad,  Zawya.com;  Garanti  Securities;  Horst  Hueniken, 

Westwind  Partners;  Kristine  Koeu  j  Krishnakumar,  Business  India;  Renee-Claude  Menard,  Cirque  du  Soleil;  Maggie  Mitchell,  Middle 

East  Institute;  Naser  Nabulsi,  Dubai  li  3;  park  Group;  Saradar  Investment  House;  Robert  Skeffington,  BRW;  Ray  Soudah,  Millenium- 

Associates  AG;  Chiara  Tirloni.  UBS  I  h  Africa.  U.S.  Wheat  Associates;  Rene  Weber,  Bank  Vontobel  AG;  Guy  Wilkinson,  The  Consulting  House. 
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We 

want 

you  to 

know 


The  Aetna  Difference 


Starting  today, 
information  reaches 
its  full  potential 


How  can  a  benefits  company  add  value 
to  your  business?  By  putting  information 
to  work  for  you.  With  millions  of 
members  and  hundreds  of  thousands  of 
participating  doctors  and  hospitals,  Aetna 
has  a  unique  capability  to  gather 
aggregated  data  and  integrate  it  across 
our  areas  of  service.  We  then  analyze  it  to 
spot  trends,  best  practices,  and  offer 
better,  more  relevant  programs  for  your 
company.  We'll  also  share  our  knowledge 
so  you  can  make  the  right  decisions  to 
keep  your  costs  down,  while  keeping 
your  employees  and  your  business  healthy 
and  productive.  Want  more  information 
about  the  power  of  our  information? 
Call  your  broker,  Aetna  representative,  or 
visit  us  today  at  aetna.com. 


We  want  you  to  know1 


>: 


KAetna: 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


-200401  ©  2004  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Plans  contain 
exclusions  and  limitations. 


ires 


The  Gulf  markets  rallied  on  Saddam's  capture  and 
a  boom  in  construction.  one  weak  spot:  israel,  whose 
economy  grew  just  1.3%.  the  region  is  now  home  to  26 
billionaires,  including  6  newcomers,  with  $85  billion 
in  total  worth. 


A)  Lev  Leviev.  The  Is  t  diamond  manufacturer.  He 
also  owns  swimsurt  ma,     v  >f  Israel's  first  toll  highway. 

B)  SalehKamel.  Found  o.  ;,  Albaraka,  a  banking  and 
media  empire  that  spa'  ky  Qppenheimer.  The 
South  African,  richest  man  on  r  i  an  \  t,  oversees  De  Beers 
diamond  empire.  D)  Prince  Ahvr!  in  ntrols  a  $10  billion 
stake  in  Citigroup.  The  king  s  no,  cai    iipporter  of  the  U.S. 


Rank  Name/Country 

^let  worth 

($bil) 

Source 

Age 

4  Prince  Alwaleed  Bin  Talal  Alsaud/Saudi  Arabia  21.5 

investments 

47 

▲ 

39  Nasser  A!-Kharafi&  family/Kuwait 

8.4 

construction 

60 

A 

94  Shari  Arison/lsrael 

4.6 

cruise  ships 

46 

A 

103  Nicky  Oppenheimer  &  family/South  Africa 

4.4 

De  Beers 

58 

A 

109  Rafik  Al  Hariri  &  family/Lebanon 

4.3 

construction 

60 

A 

129  Abdul  Aziz  Al  Churair  &  family/UAE 

3.7 

banking 

50 

A 

147  Sakip  Sabanci  &  family /Turkey 

3.2 

diversified 

71 

A 

153  Sulaiman  Bin  Abdul  Al  Rajhi/Saudi  Arabia 

3.1 

banking 

84 

A 

153  Saud  Abdul  Aziz  Algosaibi/Saudi  Arabia 

3.1 

diversified 

41 

• 

159  Khalid  Bin  Mahfouz  &  family/Saudi  Arabia 

3.0 

banking 

57 

A 

159  Mohammed  Jameel  &  family/Saudi  Arabia 

3.0 

auto  sales 

- 

199  Sammy  &  Yuli  Ofer/lsrael 

2.7 

shipping 

A 

199  Ferit  Sahenk  &  family/Turkey 

2.7 

banking 

40 

A 

277  Lev  Levicv/lsrael 

2.0 

diamonds 

48 

* 

342  Johann  Rupert  &  family/South  Africa 

1.7 

luxury  goods 

53 

A 

359  Saleh  Bin  Abdul  Aziz  Al  Rajhi/Saudi  Arabia 

1.6 

banking 

92 

A 

377  Kemal  Uzan  &  family/Turkey 

1.5 

telecom 

69 

A 

409  Mohammad  Al  Amoudi/Saudi  Arabia 

1.4 

oil 

58 

T 

409  Rahmi  Koc  &  family/Turkey 

1.4 

diversified 

73 

▼ 

437  Saleh  Kamel/Saudi  Arabia 

1.3 

diversified 

62 

T 

472  Mohammed  A  Al  Bahar/Kuwait 

1.2 

finance 

• 

514  Arnon  Milchan/lsrael 

1.1 

New  Regency  59 

• 

552KhalafAIHabtoor/UAE 

1.0 

construction 

• 

552  'jirgay  Ciner/Turkey 

1.0 

mining 

48 

- 

552  BulentEczacibasi/Turkey 

1.0 

pharmaceuticals 

* 

552  Morris  Kahn/lsrael 

1.0 

Amdocs 

74 

- 
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We 

want 

you  to 

know 


Aetna's  Range  of  Businesses 


Think  we  play 
only  one  note? 

Get  ready  for  a 
whole  symphony. 

You  know  Aetna  as  a  leader  in  health 
insurance.  But  Aetna  also  offers  a  full 
range  of  other  products  including 
Dental,  Pharmacy,  Disability,  Long-Term 
Care,  and  Group  Life,  each  of  which 
provides  the  high  level  of  quality  and 
service  you  demand.  And  whether 
taken  individually  or  as  a  complete 
package,  they  allow  us  to  enhance  your 
coverage.  Aetna  harnesses  the  power 
of  information  to  help  you  and  your 
employees  make  better,  more  informed 
decisions.  That  helps  you  control  costs, 
and  keep  your  employees  healthy  and 
productive.  If  this  strikes  a  chord  with 
you,  it's  easy  to  find  out  more.  Call  your 
broker,  Aetna  representative,  or  visit  us 
today  at  aetna.com. 

We  want  you  to  know- 


TAetna 


Health 

Dental 

Pharmacy 

Disability 

Long-Term  Care 

Life 


©2004  Aetna  Inc.  Plans  are  offered  by  Aetna  Life  Insurance  Company.  Plans  contain  exclusions 

and  limitations. 
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onaires 


|  COW/DISEASE,  CRUSHIN^DEBT  AND>OLITICAL  UNREST  WEIGHED  DOWN  THE  AMERICAS'  ECONOMY  LAST  YEAR.  YET 
TON  PRODUCED  42  BILLIONAIRES,  INCLUDING  3  NEWCOMERS,  WITH  A  COMBINED  NET  WORTH  OF  $129  BILLION. 


rA^ 

3s                  '  *^ 

A)  Maria  A.  Aramburu  h  la,  Mexico's  tidiest  woman,  owns  a  stake 
in  beer  giant  Grupo  Mode.lo,  maker  of  Coron?  and  Negra  Modelo 
brands.  B)  Michaei  Lee-Chin.  Canadian  mutual  fund  magnate. 
Last  year  his  shares  in  NCB  Jamaica  doubled  :)  Gustavo 

Cisneros.  Venezuela's  media  mogu,  m  j  a  big  stalie  in  Univision, 
the  U.S.  Spanish-language  network  Katz  This  Canadian 

has  built  a  1,700  drugstore  chain. 


Net  worth 
Rank  Name/Country                                    ($bil) 

Source 

Age 

15  Kenneth  Thomson  &  family/Canada 

17.2 

publishing 

80 

▲ 

17  Carlos  Slim  Hem/Mexico 

13.9 

telecom 

64 

A 

44  Galen  Weston  &  family/Canada 

7.7 

retail 

63 

▲ 

91  Joseph  &  Moise  Safra/Brazil 

4.7 

banking 

A 

94  Gustavo  Cisneros  &  family/Venezuela 

4.6 

media 

58 

A 

94  Jim  Pattison/Canada 

4.6 

diversified 

75 

A 

193  Jeffrey  Skoll/Canada 

4.4 

Ebay 

39 

A 

115  Lorenzo  Mendoza  &  family/Venezuela 

4.1 

beverages 

38 

▼ 

116  Jeronimo  Arango/Mexico 

4.0 

retail 

78 

A 

124  James,  Arthur  &  John  Irving/Canada 

3.8 

oil 

A 

149  Andronico  Luksic  &  family/Chile 

3.4 

mining 

77 

A 

153  Lorenzo  Zambrano  &  family/Mexico 

3.1 

cement 

59 

A 

159  Bernard  (Barry)  Sherman/Canada 

3.0 

drugs 

62 

A 

179  Aloysio  de  Andrade  Faria/Brazil 

2.9 

banking 

83 

A 

176  Eliodoro  Matte  &  family/Chile 

2.8 

paper 

58 

A 

295  Anacleto  Angelini/Chile 

2.5 

energy 

90 

A 

295  Charles  Bronfman/Canada 

2.5 

liquor 

72 

A 

295  Eugenio  Garza  Lagiiera  &  family/Mexico 

2.5 

beverages 

80 

A 

216  Paul  Desmarais/Canada 

2.4 

finance 

77 

A 

216  Michael  Lee-Chin/Canada 

2.4 

mutual  funds  53 

A 

231  Alberto  Bailleres/Mexico 

2.3 

mining 

71 

A 

277  Roberto  Hernandez/Mexico 

2.0 

banking 

61 

A 

319  Alfredo  Harp  Helu/Mexico 

1.8 

banking 

60 

A 

319  Ricardo  Salinas  Pliego  &  family/Mexico 

1.8 

retail 

48 

A 

342  Edward  Rogers/Canada 

1.7 

media 

70 

— 

342  Emanuele  (Lino)  Saputo  &  family/Canada 

1.7 

dairy 

67 

A 

356  Gregorio  Perez  Companc  &  family/Argentina 

1.6 

oil  &  gas 

69 

- 

377  Maria  A.  Aramburuzabala  &  family/Mexico 

1.5 

beer 

40 

A 

377  Julio  Bozano/Brazil 

1.5 

banking 

68 

A 

377  Daryl  Karx/Canada 

1.5 

pharmacies 

42 

- 

377  Wallace  McCain/Canada 

1.5 

food 

74 

▼ 

377  Carlos  Peraha  &  family/Mexico 

1.5 

telecom 

52 

A 

496  Jean  Coutu/Canada 

1.4 

pharmacies 

76 

A 

496  Julio  Mario  Santo  Domingo/Colombia 

1.4 

diversified 

80 

» 

466  Luis  Carlos  Sarmiento/Colombia 

1.4 

banking 

71 

A 

437  Abilio  dos  Santos  Diniz  &  family/Brazil 

1.3 

supermarkets  67 

— 

472  Harrison  McCain/Canada 

1.2 

french  fries 

76 

▼ 

514  Stephen  Jarislowsky/Canada                       1.1 

asset  mgt 

78 

• 

514  Guy  Laliberte/Canada 

1.1 

circus 

44 

• 

514  Jorge  Paulo  Lemann/Brazil 

1.1 

banking 

64 

• 

514  Isaac  Saba  Raffoul  &  family/Mexico 

1.1 

diversified 

80 

- 

552  LUy  Safra/Brazil 

1.0 

inheritance 

- 
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We 

want 

you  to 

know 


Aetna  Integrated  Benefits 


People  work  better 
when  they 
work  together. 

So  do  benefits. 

If  you  go  to  different  companies  to  find 
the  best  benefits,  then  you  may  be 
missing  the  boat.  Because  when  Aetna's 
full  range  of  benefits,  Medical,  Dental, 
Pharmacy,  Disability,  Long-Term  Care, 
and  Group  Life  are  taken  together,  they 
can  work  in  ways  a  mixed  bag  of 
benefits  can't.  Aetna  gathers  aggregated 
data  and  integrates  it  across  our  areas 
of  service  to  get  a  more  complete 
picture  of  your  company's  overall  needs. 
Together,  we  can  use  this  knowledge  to 
seiect  and  develop  plans  and  options 
that  are  best  suited  to  your  workforce. 
And  since  you'll  be  making  more 
informed  choices,  you'll  be  better  able 
to  control  costs.  Let  us  show  you  how 
well  we  can  work  together.  Call  your 
broker,  Aetna  representative,  or  visit  us 
today  at  aetna.com. 

We  want  you  to  know™ 
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Thanks  to  a  frothy  stock  market,  U.S.  billionaires  turned  in  a  banner  year. 

ONE  OF  THE  VERY  RICHEST  GOT  EVEN  RICHER:  WITH  BERKSHIRE  HATHAWAY  STOCK 
ON  THE  RISE,  WARREN  BUFFETT  ADDED  $12  BILLION  TO  HIS  CONSIDERABLE  WEALTH. 


A)  Steven  Spielberg.  Dire.  ^,s  billionaire  partners  direct  the  business  at  DreamWorks  SKG.  The  filmmaker's  next  flick:  The  Terminal, 

starring  Tom  Hanks.  B  just  turned  50  and  still  hosting  her  own  TV  talk  show,  now  presides  over  an  entertainment  empire  that 

includes  magazines,  books,  ma  Internet.  ( )  Michael  Bloomberg.  Gets  paid  $1  a  year  as  mayor  of  New  York  City  but  created  his  for- 

tune on  electronic  information.  terminals  serve  up  everything  from  stock  quotes  to  sports  scores.  D)  Donald  Trump.  Not  content 

with  stamping  his  name  on  hellcopte, »,  bottled  water,  casinos  and  real  estate,  he  now  produces  and  stars  in  his  own  reality  series.  Production 
is  under  way  for  a  second  multipart  installment  of  The  Appi  entice  on  NBC. 
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MON-STOP     FLIGHT.     NON-STOP    COMFORT. 


FOR   THE   FIRST  TIME    EVER,  YOU   CAN    FLY  NON-STOP   BETWEEN 

LOS  ANGELES  AND  SINGAPORE   WITH   SINGAPORE  AIRLINES'  NEW  A345LEADERSHIP_ 

Singapore  Airlines  introduces  daily  non-stop  service  between  Los  Angeles  and 
Singapore.  Designed  with  the  executive  traveler  in  mind,  our  A345LeaderShip 
features  two  exclusive  cabins.  Experience  an  even  more  luxurious  Raffles 
Class,  and  our  acclaimed  SpaceBed,  the  biggest  business  class  bed  in  the  sky. 
Unique  to  the  A345LeaderShip,  our  new  Executive  Economy  Class  offers  wide, 

roomy  seats,  and  a  stand-up  passenger  area  where  you  can  socialize  and  enjoy  a 

snack.   Together   with    in-seat    power    for    laptops    and    KrisWorld/   the    world's    most 

advanced   inflight  entertainment  system,  the  executive  traveler  can  work  or  relax  in 

even  grecter  space  and  comfort.  All,  of  course,  while  enjoying  the  inflight  service  even 

other  airlines  talk  about.  www.singaporeair.com/usa 


£ 


Billionaires 


Net  worth 


Rank  Name/State 


1  William  Gates  Ill/Washington 

46.6 

Microsoft 

48 

2  Warren  Buffett/Nebraska 

42.9 

investments 

73 

5  Paul  Allen/Washington 

21.0 

Microsoft 

51 

6  Alice  Walton/Texas 

20.0 

Wal-Mart 

55 

6  Helen  Walton/Arkansas 

20.0 

Wal-Mart 

84 

6  Jim  Walton/Arkansas 

20.0 

Wal-Mart 

56 

6  John  Walton/Arkansas 

20.0 

Wal-Mart 

58 

6  SRobson  Walton/Arkansas 

20.0 

Wal-Mart 

60 

12  Lawrence  Ellison/California 

18.7 

Oracle 

59 

18  Michael  Dell/Texas 

13.0 

Dell 

39 

19  Steven  Ballmer/Washington 

12.4 

Microsoft 

47 

23  Barbara  Cox  Anthony/Hawaii 

11.2 

media 

80 

23  Anne  Cox  Chambers/Georgia 

11.2 

media 

84 

26  John  Kluge/Florida 

10.5 

Metromedia 

89 

27  Forrest  Mars  Jr/Virginia 

10.4 

Mars,  Inc. 

72 

27  Jacqueline  Mars/New  Jersey 

10.4 

Mars,  Inc. 

65 

27  John  Mars/Virginia 

10.4 

Mars,  Inc. 

67 

31  Abigail  Johnson/Massachusetts 

9.8 

mutual  funds  42 

34  Charles  Ergen/Colorado 

9.1 

EchoStar 

51 

35  Sumner  Redstone/California 

R.9 

Viacom 

80 

38  Pierre  Omidyar/Nevada 

8.5 

Ebay 

36 

43  Rupert  Murdoch/New  York 

7.8 

News  Corp. 

73 

44  Donald  Hewhouse/New  Jersey 

7.7 

publishing 

74 

44  Samuel  Ncwhouse  Jr/New  York 

7.7 

publishing 

76 

47  Carl  Icahn/New  York 

7.6 

investments 

68 

47  Robert  Pritzker/lllinois 

7.6 

investments 

77 

47  Thomas  Pritzker/lllinois 

7.6 

investments 

53 

51  Samuel  Johnson/Wisconsin 

7.4 

floor  wax 

75 

53  Philip  Knight/Oregon 

7.1 

Nike 

66 

54  George  Soros/New  York 

7.0 

hedge  funds 

73 

65  Kirk  Kerkorian/California 

6.0 

investments 

86 

65  HTy  Warner/Illinois 

6.0 

plush  toys 

60 

68  Micky  Arison/Florida 

5.9 

cruise  ships 

54 

70  EB  Broad/California 

5.8 

finance 

70 

75  Gordon  (sari?  Moore/California 

5.5 

Intel 

75 

76  JohnAbete/Massachusetts 

5.4 

med  devices 

66 

80  Philip  Ansdnrfe/Colorado 

5.2 

Qwest 

64 

82  -Jeffrey  Sews/Washington 

5.1 

Amazon.com 

40 

85  MkJtae)  Bloomberg/New  York 

4.9 

media 

61 

85  Marvin  Oavts/Cai:. 

4.9 

investments 

78 

85  Edward  Johnson  HJ/Massacrmsetis 

4.9 

mutual  funds  73 

91  Peter  Hicik' 

4.7 

med  devices 

63 

116  Donald  Bren/Califomia 

4.0 

real  estate 

71 

liBOwfUGeiWCalifomia 

4.0 

music 

61 

116  Charles  Koch/Kansas 

oil 

68 

116  David  K    -'New  York 

3.9 
3.8 

oil 

83 

122  James  Sc  vson/Utah 
124  Ronald  Pc.              wYork 

82 

124  Henry  Ross  Perot  Texas 

3.8 

73 

132  Lester  Crowr&i     1  Illinois 

3.6 

▲ 
▲ 
▲ 
▲ 
▲ 
▲ 
▲ 
▲ 
▲ 
▲ 

A 
A 

A 
A 
A 
A 
A 
A 
A 
A 


A 
A 


A 
A 
A 
A 
A 
A 
A 
A 
A 
A 


A 
A 


Rank  Name/State 

Net  worth 

(Soil) 

Source 

Age 

132  Maurice  Greenberg/New  York 

3.6 

AIG 

78 

A 

132  Charles  Schwab/California 

3.6 

Schwab 

66 

A 

132  William  Wrigtey  Jr/lllinois ' 

3.6 

chewing  gun 

i  40 

A 

136  John  Menard  Jr/Wisconsin 

3.5 

home  stores 

64 

A 

143  Ann  Walton  Kroenke/Missouri 

3.3 

Wal-Mart 

54 

A 

147  Riley  Bechtel/California 

3.2 

construction 

51 

- 

147  Stephen  Bechtel  Jr/California 

3.2 

construction 

78 

- 

147  William  Cook/Indiana 

3.2 

med  devices 

72 

- 

153  Susan  Thompson  Butrett/California 

3.1 

marriage 

71 

A 

153  Leonard  Lauder/New  York 

3.1 

Estee  Lauder  70 

A 

159  George  Kaiser/Oklahoma 

3.0 

oil 

61 

A 

159  George  Lucas/California 

3.0 

Star  Wars 

59 

- 

159  Jack  Taylor/Missouri 

3.0 

car  rentals 

81 

- 

170  James  Goodnight/North  Carolina 

2.9 

SAS  Institute  61 

▼ 

170  Leslie  Herbert  Wexner/Ohio 

2.9 

retail 

68 

A 

176  Henry  Hillman/Pennsylvania 

2.8 

investments 

85 

▼ 

176  Nancy  Walton  Laurie/Missouri 

2.8 

Wal-Mart 

52 

A 

176  Craig  McCaw/Washington 

2.8 

telecom 

54 

A 

176  Richard  Schulze/Minnesota 

2.8 

Best  Buy 

63 

A 

186  Edgar  Bronfman  Sr/New  York 

2.7 

liquor 

75 

A 

186  A  Jerrold  Perenchio/Califomia 

2.7 

television 

73 

A 

186  Robert  Rowling/Texas 

2.7 

investments 

50 

A 

186  Preston  Tisch/New  York 

2.7 

Loews 

77 

A 

198  Robert  Bass/Texas 

2.6 

oil 

56 

A 

198  Charles  Johnson/California 

2.6 

finance 

71 

A 

205  Jon  Huntsman/Utah 

2.5 

chemicals 

66 

- 

205  Martha  Ingram  &  family/Tennessee 

2.5 

inheritance 

68 

A 

205  David  Rockefeller  Sr/New  York 

2.5 

inheritance 

88 

- 

205  John  Simplot  &  family/Idaho 

2.5 

potatoes 

95 

A 

205  Steven  Spielberg/California 

2.5 

movies 

57 

A 

205  Donald  Trump/New  York 

2.5 

real  estate 

58 

A 

216  Richard  DeVos/Michigan                             2.4 

Alticor 

78 

A 

216  Barbara  Piasecka  Johnson/Monaco 

2.4 

inheritance 

67 

A 

216  Robert  E  (Ted)  Turner/Florida 

2.4 

cable  TV 

65 

A 

216  Steven  Udvar-Hazy/California 

2.4 

leasing 

58 

A 

231  Ronald  Burkle/California 

2.3 

investments 

51 

A 

231  Charles  Butt/Texas 

2.3 

supermarkets  65 

A 

231  Bradley  Hughes/California 

2.3 

storage 

70 

A 

231  Ray  Hunt/Texas 

2.3 

oil 

61 

- 

231  Peter  Kellogg/New  Jersey 

2.3 

finance 

61 

A 

231  Ralph  Lauren/New  York 

2.3 

fashion 

65 

A 

231  Jay  Van  Andel/Michigan 

2.3 

Alticor 

79 

A 

247  David  Filo/California 

2.2 

Yahoo 

37 

m 

247  Leona  Helmsley/New  York 

2.2 

inheritance 

84 

A 

247  Amos  Hostetter  Jr/Massachusetts 

2.2 

cable  TV 

67 

A 

247  Rupert  Johnson  Jr/California 

2.2 

finance 

63 

A 

247  Bernard  Marcus/Georgia 

2.2 

Home  Depot 

74 

A 

247  Carl  Pohlad/Minnesota 

2.2 

banking 

88 

A 

247  Leonard  Stem/New  York 

2.2 

real  estate 

65 

- 

247  Samuel  Zell/lllinois 

2.2 

real  estate 

62 

A 
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262  Steven  Jobs/California 

2.1 

Pixar           49 

A 

262  Randolph  Lcrner/Ohio 

2.1 

inheritance    40 

• 

262  J  Joseph  Rickctts  &  family/Nebraska 

2.1 

Ameritrade    62 

m 

Rank  Name/State 


262  Donald  Fisher/California 

262  Doris  Feigenbaum  Fisher/California 

262  Gordon  Getty/California 

262  Steven  Jobs/California 

262  Randolph  Lcrner/Ohio 

262  J  Joseph  Mcketts  &  fa 

262  Clemmie  S; s  bigler  Jr/North  Carolina 

277  Leonore/uinenberg/Pennsylvania 

277  Ronald  Lauder/New  York 

277  Patrick  McGovem/Massachusetts 

277  John  Morgridge/California 

277  Henry  Nicholas  Ill/California 

277  Richard  Rainwater/Texas 

277  Steven  Rales/District  of  Columbia 

293  Leonard  Blavatnik/New  York 

293  William  Davidson/Michigan 

293  Louis  Gonda/California 

293  Donald  Hall/Kansas 

293  Michael  Krasny/lllinois 


Net  worth 
($bil)     Source 


2.1  Gap 

2.1  Gap 

2.1  inheritance 

2.1  Pixar 

2.1  inheritance 

2.1  Ameritrade 

2.1  investments 

2.0  inheritance 

2.0  Estee  Lauder 

2.0  publishing 

2.0  Cisco  Sys 

2.0  Broadcom 

2.0  investments 

2.0  mfg 

1.9  oil 

1.9  glass 

1.9  leasing 

1.9  Hallmark 

1.9  retail 


75 
73 
70 
49 
40 
62 
71 
86 
59 
66 
70 
44 
59 
51 

81 
55 
75 
50 


A 
A 


A 
• 
T 

A 
A 
A 
A 
• 
A 
A 


Net  worth 
Rank  Name/State                                         ($bil) 

Source 

Age 

293  Mitchell  Rales/District  of  Columbia 

L.9 

mfg 

47 

A 

293  Robert  Rich  Sr/Fionda 

L.9 

food  service 

90 

A 

293  Evgeny  (Eugene)  Shvidler/Russia 

L.9 

oil 

39 

A 

293  Ernest  E  Stempei/Bermuda 

L.9 

AIG 

87 

A 

293  Glen  Taylor/Minnesota 

L.9 

printing 

62 

- 

293  Jerry  Yang/California 

L.9 

Yahoo 

35 

«• 

310  S  Daniel  Abraham/Florida 

L.8 

Slim-Fast 

80 

- 

310  Sheldon  Adelson/Nevada 

L.8 

casinos 

70 

A 

310  Herbert  Allen  Jr/New  York 

L.8 

finance 

64 

- 

310  Franklin  Booth  Jr/California 

L.8 

investments 

81 

A 

310  Charles  Dolan/New  York 

L.8 

cable  TV 

77 

— 

310  H  Wayne  Huizenga/Florida 

L.8 

entrepreneur 

66 

A' 

31G  Jess  Jackson/California 

L.8 

wine 

74 

- 

310  James  Kim  &  family/Pennsylvania 

L.8 

microchips 

68 

« 

310  Bruce  Kovner/New  York 

L.8 

hedge  funds 

58 

A 

310  John  Malone/Colorado 

L.8 

cable  TV 

63 

A 

310  Henry  Samueli/California 

L.8 

Broadcom 

49 

A 

310  John  Sperling/Arizona 

L.8 

Apollo  Group  83 

A 

310  Peter  Sperling/Arizona 

L.8 

Apollo  Group 

44 

A1 

THE  CLUB'S  NEW  MEMBERS 

This  year  64  billionaires  debut  on  our  list.  They  hail  from  19  countries  and  made  their 
fortunes  in  a  variety  of  ways.  Among  them:  Israeli  Lev  Leviev,  the  world's  largest  diamond 
cutter;  Italian  nuclear  engineer  Stefano  Pessina,  who  turned  his  family's  ailing  drug  whole- 
saler into  the  second-largest  in  Europe;  and  Hong  Kong's  Michael  Ying,  who  fashioned  a 
fine  fortune  from  his  Esprit  clothing  company.  Russia  is  home  to  eight  of  our  new  billion- 
aires, most  of  whom  made  their  money  in  oil  and  precious  metals.  Some  billionaire  fresh- 
men shun  the  limelight;  others  have  more  colorful  pasts,  including  Wimbledon  tennis 
player  Jorge  Paulo  Lemann,  jazz  musician  Karl  Wlaschek  and  fire-breather  Guy  Laliberte. 


Steve  W> 

Las  Vegas  icon  took  Wynn 
Resorts  public  in  20i 
stock  up  140%  since.  Nv  ■.-. 
building  Wynn  Las  V< 
$2.4  billion  mega  resort 
with  2  700  rooms,  Ferrari 
and  Maserati  dealerships, 
opening  spring  2005. 


Sucnil  Mitta! 

Got  Mart  making  bicycle 
now  India's  leading 
rator.  His  Bharti 
k  soared 
ir.  Super- 
s  his  ten- 
>  ar-o  ipor- 

ni  ,:  rigs. 


Arnon  Milchan 

Turned  family's  small 
fertilizer  business  into  huge 
chemicals  concern.  Then 
went  Hollywood.  Founded 
New  Regency  Productions 
1991.  Producer  credits 
include  Pretty  Woman  and 
LA.  Confidential. 


Sergey  Brin  and 
Larry  Page 

Stanford  grad  pals  created  Internet 
search  engine  Google  in  late  1990s. 
Name  popularly  used  as  verb  scours 
content  from  more  than  3  billion 
Web  sites.  If  long-expected  IPO  lives 
up  to  the  hype,  the  partners  could  be 
worth  billions  more. 
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Welcome  to  the  most  powerful  two-person  financial  firm  in  the  world. 
You  and  us. 


^MHIIPf '  k***™***"-**^ 


Imagine  a  global  financial  firm  with  the  heart  and  soul  of  a  two-person  organization.  A  world-leading 
wealth  management  company  that  sits  down  with  you  to  understand  your  needs  and  goals.  An  award- 
winning  global  investment  bank  and  premier  global  asset  management  business  dedicated  to 
giving  you  the  most  personal  attention  at  every  level.  At  UBS,  we  work  to  make  all  this  a  reality, 
every  day.  Using  all  our  resources  as  one  of  the  world's  largest  financial  institutions  to  create 
opportunities  for  you.  But  always  taking  the  time  to  understand  your  needs,  so  you  can  exploit 
those  opportunities  with  confidence.  Global  financial  resources,  intimate  financial  understanding. 
You  and  us.  Think  of  it  as  the  most  powerful  two-person  financial  firm  in  the  world,  www.ubs.com 


Wealth 
Management 


Global  Asset 
Management 


Investment 
Bank 


UBS 


3S  2004. The  key  symbol  and  UBS  are  registered  and  unregistered  trademarks  of  UBS.  All  rights  reserved 


Rilli 


ion  a  ires 


Rank  Name/State 


Net  worth 
($bil)     Source 


310  Jon  Stryker/Michigan 

1.8 

310  Ronda  Stryker/Michigan 

1.8 

310  Dennis  Washington/Montana 

1.8 

342  Richard  Farmer/Ohio 

1.7 

342  Thomas  Frist  Jr  &  family/Tennessee 

1.7 

342  Mary  Alice  Malone/Pennsyivania 

1.7 

342  Clayton  Mathile/Ohio 

1.7 

342  David  Murdock/California 

1.7 

342  Kaim  Saban/Califomia 

1.7 

356  Nancy  Lerner  Beck/Ohio 

1.6 

356  Stanley  Druckenmiller/New  York 

1.6 

356  Tom  Golisano/New  York 

1.6 

356  Alec  Gores/California 

1.6 

356  Tom  Gores/California 

1.6 

356  Richard  Kinder/Texas 

1.6 

356  Norma  Lerner/Ohio 

1.6 

356  Peter  Lewis/Ohio 

1.6 

356  Carl  Lindner  Jr  &  family/Ohio 

1.6 

356  George  Mitchell/Texas 

1.6 

356  Charles  Munger/California 

1.6 

377  Lee  Bass/Texas 

1.5 

377  Frank  Batten  Sr/Virginia 

1.5 

377  James  Cargill/Minnesota 

1.5 

377  Margaret  Cargill/California 

1.5 

377  Bennett  Dorrance/Arizona 

1.5 

377  Gerald  Ford/Texas 

1.5 

377  Leslie  Gonda/Califomia 

1.5 

377  Herbert  Kohler  &  family/Wisconsin 

1.5 

377  Edward  Lampert/Connecticut 

1.5 

377  L  Lowry  Mays/Texas 

1.5 

377  Laurance  Rockefeller/New  York 

1.5 

377  Fayez  Sarofim/Texas 

1.5 

377  Harold  Simmons/Texas 

1.5 

377  Jacj<*n  Sreohesss/Arkansas 

1.5 

377PatStryke,  Morsdn 

1.5 

377SanfordWer 

1.5 

ThwWBams  Jr/Fiorida 

1.5 

■"■ 

1.4 

406 1               hmi(            .  './Minnesota 

1.4 

1,4 

406  h  win 
406 

406  James  i 

406  Robert  Nai 

406  Marilyn  Carlson  Mb. 

406  John  Sail/  iorth  Caroline 

406FicderickSn  hVTennessi 

406FMrickSoo 

406Albc.tUeltscl. 

437  Carl  Bcrg/Calitonna 

1.4 
1.4 

1.4 

1.4 
1  I 

inheritance  45 

inheritance  49 
tugboats 
Cintas 

health  care  65 

inheritance  54 
petfood 

investments  80 

television  59 

inheritance  42 

investments  50 

Paychex  62 

LBOs  51 

LBOs  39 

pipelines  60 

inheritance  67 

insurance  69 

investments  84 

oil  &  gas  84 

investments  79 


69 
69 


63    - 


47 
77 


59 
84 
65 


oil 

media 
inheritance  79 
inheritance  84 
inheritance  55 
banking 
leasing 
Kohler 
investments  41 
Clear  Channel  68 
inheritance  93 
finance  75 
investments  72 
banking  80 
inheritance  47 
Citigroup 
insurance 
media 
PeopleSoft 
inheritance  62 
Qualcomm  70 
real  estate 
auto  sales 

hea'TS 

nhe   ance    65 

X     !Stitute  54 

cedEx  59 

52 

H|        iools  86 
66 


71 
61 
62 
63 


56 
85 
82 


Net  wortl 
1  Rank  Name/State                                           ($bil) 

i 
Source 

Age 

1 

▲ 

437  Mark  Cuban/Texas 

1.3 

Yahoo 

46 

- 

▲ 

437  Richard  Egan/Massachusetts 

1.3 

EMC  Corp. 

68 

A, 

▲ 

437  Victor  Fung/Hong  Kong 

1.3 

apparel 

59 

«■ 

▲ 

437  Charles  Gates  Jr/Colorado 

1.3 

auto  prods 

82 

• 

▲ 

437  William  Hearst  Ill/California 

1.3 

inheritance 

54 

A, 

▲ 

437  Stanley  Stub  Hubbard/Minnesota 

1.3 

satellite  TV 

70 

« 

- 

437  Min  Kao/Kansas 

1.3 

electronics 

46 

• 

A 

437  Henry  Kravis/New  York 

1.3 

LBOs 

60 

- 

- 

437  Richard  Marriott/Maryland 

1.3 

hotels 

65 

A, 

• 

437  E  Pierce  Marshall/Texas 

1.3 

inheritance 

65 

▼  ' 

▲ 

437  Robert  McNair/Texas 

1.3 

energy 

66 

-.■ 

▲ 

437  William  Morean/Florida 

1.3 

Jabil  Circuit 

48 

*t 

- 

437  George  Roberts/California 

1.3 

LBOs 

59 

- 

A 

437  Walter  Scott  Jr/Nebraska 

1.3 

telecom 

72 

A 

▲ 

437  Thomas  Siebel/California 

1.3 

software 

51 

A, 

• 

437  John  Sobrato/California 

1.3 

real  estate 

64 

Ai 

▲ 

437  Theodore  Wailt/California 

1.3 

Gateway 

41 

A. 

«. 

437  Margaret  Whitman/California 

1.3 

Ebay 

47 

«i 

▲ 

437  Mortimer  Zuckerman/New  York 

1.3 

real  estate 

66 

A. 

▲ 

472  Arthur  Blank/Georgia 

1.2 

Home  Depot 

61 

« i 

A 

472  Phoebe  Hearst  Cooke/California 

1.2 

inheritance 

77 

•  ■ 

▲ 

472  Edward  Debartolo  Jr/Florida 

1.2 

real  estate 

57 

•  ■ 

«• 

472  Archie  Aldis  (Red)  Emmerson/Califomia 

1.2 

timber 

74 

A. 

• 

472  Frederick  Field/California 

1.2 

media 

51 

- 

A 

472  Thomas  Flatley/Massachusetts 

1.2 

real  estate 

71 

- 

<■ 

472  James  France/Florida 

1.2 

auto  racing 

59 

A. 

▲ 

472  William  France  Jr/Florida 

1.2 

auto  racing 

71 

Ai 

- 

472  Christopher  Goldsbury /Texas 

1.2 

salsa 

61 

A. 

* 

472  Austin  Hearst/New  York 

1.2 

inheritance 

51 

*■ 

▲ 

472  David  Hearst  Jr/California 

1.2 

inheritance 

58 

•« 

- 

472  George  Hearst  Jr/California 

1.2 

inheritance 

77 

• 

T 

472  Robert  Holding/Utah 

1.2 

oil  refining 

77 

A. 

▲ 

472  Joseph  Jamail  Jr/Texas 

1.2 

lawsuits 

78 

- 

- 

472  James  Jannard/Washington 

1.2 

Oakley 

54 

A 

▲ 

472  Leon  Levine  &  family/North  Carolina 

1.2 

retail 

66 

• 

A 

472  George  Lindemann  &  family/Florida 

1.2 

investments 

67 

- 

A 

472  John  Marriott  Jr/Maryland 

1.2 

hotels 

71 

«• 

«• 

472  John  McCaw  Jr/Washington 

1.2 

telecom 

53 

A 

A 

472  Robert  McLane  Jr/Texas 

1.2 

Wal-Mart 

67 

A 

A 

472  Winthrop  Rockefeller/Arkansas 

1.2 

inheritance 

55 

- 

« 

472  Melvin  Simon/Indiana 

1.2 

real  estate 

77 

«* 

- 

472  0  Brnton  Smith/North  Carolina 

1.2 

racetracks 

77 

«! 

- 

472  Elizabeth  Wiskemann/California 

1.2 

inheritance 

• 

* 

472  Daniel  Ziff/New  York 

1.2 

inheritance 

32 

- 

\ 

472  Dirk  Ziff/New  York 

1.2 

inheritance 

39 

- 

T 

472  Robert  Tiff/New  York 

1.2 

inheritance 

37 

- 

A 

514  John  Arrillaga/California 

1.1 

real  estate 

66 

- 

• 

514  Sid  Bass/Texas 

1.1 

oil 

61 

« 

A 

514  Scott  Cook/California 

1.1 

Intuit 

51 

A 

A 

514  Robert  Friedland/Singapore 

1.1 

mining 

53 

• 
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experience  ■  independence  •  discipline  401  (k)     ROLLOVER 


What  makes  the 
newT.Rowe  Price 
SmartChoice  Rollover 
smarter? 


SM 


With  the  newT.  Rowe  Price  SmartChoice  Rollover  IRA, 
you  get  the  rollover  you  want,  and  we  do  the  work. 

We  select  the  investments  — with  theT.  Rowe  Price  SmartChoice  Rollover  IRA,  you  don't  have 
to  go  through  the  complex  task  of  choosing  individual  funds.  We'll  provide  a  well-diversified 
portfolio  for  you  with  one  of  our  Retirement  Funds.  And  we'll  adjust  the  fund  over  time  to 
reflect  your  need  for  reduced  investment  risk  — gradually  making  the  investment  more 
conservative  as  your  retirement  date  approaches. 

Proven  performance —  with  over  65  years  of  proven  performance,  you'll  feel  confident 
knowing  thatT.  Rowe  Price  is  a  smart  choice  for  your  rollover. 

Low  expenses  — with  no  loads,  sales  charges,  or  commissions,  and  expense  ratios  for  the 
Retirement  Funds  40%  below  their  category  averages,*  aT.  Rowe  Price  Rollover  IRA  is  the 
smarter  choice.  All  funds  are  subject  to  market  risk. 

To  get  started,  just  call.  Our  Rollover  Specialists  will  handle  the  rest.  If  you  want,  we  can 
even  open  your  account  right  over  the  phone  and  handle  most  of  the  paperwork  for  you. 


TROWEPRICE.COM/ROLLj§VER 


T.RoweRice 


INVEST    WITH    CONFIDENCE 

For  more  information,  including  risks,  lees,  ltd  expenses,  request  a  fund  profile  or  prospectus,  read  it  carefully  before  investing.  *k  of  1 2/3 1/03.  the  Retirement 
Funds'  total  expense  ratios  versus  their  individual  investor  tipper  category  averages  are  0.72%,  0.81%,  0.85%,  and  0.85%  lor  the  Retirement  2010, 2020, 2030,  and  2040 
Funds,  respectively,  versus  1.53%  lor  the  flexible  portfolio  funds  category,-  and  0.60%  for  the  Retirement  Income  Fund  versus  1.20%  for  the  income  funds  category. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  IRAR068920 


IF  A 


relaxing  moment 


Individual  results  may  vary.  Not  studied  for  multiple  attempts  per  d< 


INTRODUCING  ClALIS,  THE  FIRST  TABLET  FOR  ERECTI 

DYSFUNCTION  THAT  GIVES  YOU  UP  TO  36  HOURS  TO  CHOO 

THE  MOMENT  THAT'S  RIGHT  FOR  YOU  AND  YOUR  PARTNJ 

Discover  Cialis  (pronounced  see-AL-iss),  a  new  prescription  ta 

for  ereci  function  (ED)  that  goes  to  work  fast  and  can  work  up  to  36  hours.*  And  Cial 

made  to  work  only  with  sexual  stimulation,  so  a  relaxing  moment  can  turn  into  the  right  mom 

Which  moment  will  be  the  right  moment  for  y 

■>ortant  safety  information  below  and  Patient  Information  on  following  p 

Cialis  is  r  If  you  "rake  nitrates,  often  used  for  chest  pain  (also  known  as  angina) 

alpha  bUu               h  1  pl0     1X  0.4  mg  once  daily),  prescribed  for  prostate  problems  or  r 

blood  pressun            1  .  Such  combinations  could  cause  a  sudden,  unsafe  drop  in  bl 

pressure.  Don't  ,.  iccess  (to  a  level  of  intoxication)  with  Cialis.  This  combination  1  j 

increase  your  ch  jzzy  or  lowering  your  blood  pressure.  Cialis  does  not  protect  a  1 

or  his  partner  I  .  rutted  diseases,  including  HIV. 

The  most  common  si  ts  with  Cialis  were  headache  and  upset  stomach.  Backache  and  rfiu 

ache  were  also  repork  netimes  with  delayed  onset.  Most  men  weren't  bothered  by  the 


S  INTO  ' 

mom 


n 


U 


will  you  be  ready 


Cialis* 

(tadalafi  I)  tablets 
36-hour  Cialis. 

WHICH  MOMENT  WILL  BE 
RIGHT  FOR  YOU? 


Don't  miss  another  moment,  talk  to  your  doctor  today  and  see  if  a 
JTee  SdJflple  of  Cialis  is  right  for  you.  For  more  information  visit  www.cialis.com 

or  call  1-877-4-CIALIS. 


cts  enough  to  stop  taking  Cialis.  Although  a  rare  occurrence,  men  who  experience  an  erection 
more  than  4  hours  (priapism)  should  seek  immediate  medical  attention.  Discuss  your  medical 
ditions  and  medications  with  your  doctor  to  ensure  Cialis  is  right  for  you  and  that  you  are 
lthy  enough  for  sexual  activity. 

clinical  trials,  Cialis  was  shown  to  improve,  up  to  36  hours  after  dosing,  the  ability  of  men  with  ED  to  have  a 
\e  successful  intercourse  attempt. 

nqx®  (tamsulosin  HCl)  is  a  regi  iced  trademark  of  Boehringer  Ingelheim  

TD-29053  Printed  in  the  USA.  3000059127  01041  Copyright  ©2004,  Lilly  ICOS  LLC.  All  Rights  Reserved1' 


Patient  Information 


Read  the  Patient  Information  about  CIALIS  before  you  start  taking  it  and  again  each  time 
you  get  a  refill.  There  may  be  new  information.  You  may  also  find  it  helpful  to  share  this 
information  with  your  partner.  This  leaflet  does  not  take  the  place  of  talking  with  your 
doctor.  You  and  your  doctor  should  talk  about  CIALIS  when  you  start  taking  it  and  at 
regular  checkups.  If  you  do  not  understand  the  information,  or  have  questions,  talk  with 
your  doctor  or  pharmacist. 

What  important  information  should  you  know  about  CIALIS? 

CIALIS  can  cause  your  blood  pressure  to  drop  suddenly  to  an  unsafe  level  if  it  is  taken 
with  certain  other  medicines.  You  could  get  dizzy,  faint,  or  have  a  heart  attack  or  stroke. 

Do  not  take  CIALIS  if  you: 
•take  any  medicines  called  "nitrates." 

•  use  recreational  drugs  called  "poppers"  like  amyl  nitrate  and  butyl  nitrate. 

•  take  medicines  called  alpha  blockers,  other  than  Flomax   (tamsulosin  HCI)  0.4  mg  daily. 

(See  "Who  should  not  take  CIALIS?") 

Tell  all  your  healthcare  providers  that  you  take  CIALIS.  If  you  need  emergency  medical 
care  for  a  heart  problem,  it  will  be  important  for  your  healthcare  provider  to  know  when  you 
last  took  CIALIS. 

After  taking  a  single  tablet,  some  of  the  active  ingredient  of  CIALIS  remains  in  your 
body  for  more  than  2  days.  The  active  ingredient  can  remain  longer  if  you  have  problems 
with  your  kidneys  or  liver,  or  you  are  taking  certain  other  medications  (see  "Can  other 
medications  affect  CIALIS?"). 

What  is  CIALIS? 

CIALIS  is  a  prescription  medicine  taken  by  mouth  for  the  treatment  of  erectile  dysfunction 
(ED)  in  men. 

ED  is  a  condition  where  the  penis  does  not  harden  and  expand  when  a  man  is  sexually 
excited,  or  when  he  cannot  keep  an  erection.  A  man  who  has  trouble  getting  or  keeping  an 
erection  should  see  his  doctor  for  help  if  the  condition  bothers  him.  CIALIS  may  help  a  man 
with  ED  get  and  keep  an  erection  when  he  is  sexually  excited. 

CIALIS  does  not: 

•cure  ED 

•  increase  a  man's  sexual  desire 

•  protect  a  man  or  his  partner  from  sexually  transmitted  diseases,  including  HIV.  Speak 
to  your  doctor  about  ways  to  guard  against  sexually  transmitted  diseases. 

•  serve  as  a  male  form  of  birth  control 

CIALIS  is  only  for  men  with  ED.  CIALIS  is  not  for  women  or  children.  CIALIS  must  be  used 
only  under  a  doctor's  care. 

How  does  CIALIS  work? 

When  a  man  is  sexually  stimulated,  his  body's  normal  physical  response  is  to  increase 
blood  flow  to  his  penis.  This  results  in  an  erection.  CIALIS  helps  increase  blood  flow  to 
the  penis  and  may  help  men  with  ED  get  and  keep  an  erection  satisfactory  for  sexual 
activity.  Once  a  man  has  completed  sexual  activity,  blood  flow  to  his  penis  decreases,  and 
his  erection  goes  away. 

Who  can  take  CIALIS? 

Talk  to  your  doctor  to  decide  if  CIALIS  is  right  for  you. 

CIALIS  has  been  shown  to  be  effective  in  men  over  the  age  of  18  years  who  have  erectile 
dysfunction,  including  men  with  diabetes  or  who  have  undergone  prostatectomy. 
Who  should  not  take  CIALIS? 

Do  not  take  CIALIS  if  you: 

•take  any  medicines  called  "nitrates"  (See  "What  important  information  should 
you  know  about  CIALIS?").  Nitrates  are  commonly  used  to  treat  angina.  Angina  is 
a  symptom  of  heart  disease  and  can  cause  pain  in  your  chest,  jaw,  or  down  your  arm. 
Medicines  called  nitrates  include  nitroglycerin  that  is  found  in  tablets,  sprays,  ointments, 
pastes,  or  patches.  Nitrates  can  also  be  found  in  other  medicines  such  as  isosorbide 
dinitrate  or  iso  ;oide  mononitrate.  Some  recreational  drugs  called  "poppers"  also 
contain  nitrates,  such  as  amyl  nitrate  and  butyl  nitrate.  Do  not  use  CIALIS  if  you  are  using 
these  drugs.  Ask  your  doctor  or  pharmacist  if  you  are  not  sure  if  any  of  your  medicines 
are  nitrates. 

•take  medicines  called  "alpha  blockers",  other  than  Flomax'  0.4  mg  daily.  Alpha 
blockers  are  sometimes  prescribed  for  prostate  problems  or  high  blood  pressure. 
If  CIALIS  is  taken  with  alpha  blockers  other  than  Flomax®  0.4  mg  daily,  your  blood 
pressure  could  suddenly  drop  to  an  unsafe  level.  You  could  get  dizzy  and  faint. 

•  you  have  been  told  by  your  healthcare  provider  to  not  have  sexual  activity  because  of 
health  problems.  Sexual  act;  it ,  can  put  an  extra  strain  on  your  heart,  especially  if  your 
heart  is  already  weak  from  a  heart  attack  or  heart  disease. 

•  are  allergic  to  CIALIS  di  any  of  its  ingredients.  The  active  ingredient  in  CIALIS  is  called 
tadalafil.  See  the  end  oi  t,  s  leaflet  \0,  a  complete  list  of  ingredients. 

What  should  you  discuss  wi      our  doctor  before  taking  CIALIS? 
Before  taking  CIALIS,  tell        -ictor  about  ail  your  medical  problems,  including  if  you: 

•  have  heart  problems  mgirta  n  irreg  nurtbeats,  or  have  had 
a  heart  attack.  Ask  your  ■  h         t  Is  safe  ual  activity. 

•  have  low  blood  pressure  o.  ot  controlled 

•  have  had  a  stroke 

•  have  liver  problems 

•  have  kidney  problems  or  reu..  Ii      lalysls 

•  have  retinitis  pigmentosa,  a  ra  disease 
•have  stomach  ulcers 

•have  a  bleeding  problem 

•  have  a  deformed  penis  shape  oi  Pi 

•  have  had  an  erection  that  lasted  more  than  4  Imu 

•  have  blood  cell  problems  such  as  sh  i  i  i  multiple  myeloma,  or  leukemia 


How  should  you  take  CIALIS? 

Take  CIALIS  exactly  as  your  doctor  prescribes.  CIALIS  comes  in  different  doses  (5  m 
1 0  mg,  and  20  mg).  For  most  men,  the  recommended  starting  dose  is  1 0  mg.  CIALIS  shou 
be  taken  no  more  than  once  a  day.  Some  men  can  only  take  a  low  dose  of  CIALIS  becau: 
of  medical  conditions  or  medicines  they  take.  Your  doctor  will  prescribe  the  dose  that  is  rig 
for  you. 

•  If  you  have  kidney  problems,  your  doctor  may  start  you  on  a  lower  dose  of  CIALIS. 

•  If  you  have  kidney  or  liver  problems  or  you  are  taking  certain  medications,  your  doct 
may  limit  your  highest  dose  of  CIALIS  to  10  mg  and  may  also  limit  you  to  one  tablet 
48  hours  (2  days)  or  one  tablet  in  72  hours  (3  days). 

Take  one  CIALIS  tablet  before  sexual  activity.  In  some  patients,  the  ability  to  have  sexu 
activity  was  improved  at  30  minutes  after  taking  CIALIS  when  compared  to  a  sugar  pi 
The  ability  to  have  sexual  activity  was  improved  up  to  36  hours  after  taking  CIALIS  whf 
compared  to  a  sugar  pill.  You  and  your  doctor  should  consider  this  in  deciding  when  yc 
should  take  CIALIS  prior  to  sexual  activity.  Some  form  of  sexual  stimulation  is  needed  for ; 
erection  to  happen  with  CIALIS.  CIALIS  may  be  taken  with  or  without  meals. 

Do  not  change  your  dose  of  CIALIS  without  talking  to  your  doctor.  Your  doctor  may  low 
your  dose  or  raise  your  dose,  depending  on  how  your  body  reacts  to  CIALIS. 

Do  not  drink  alcohol  to  excess  when  taking  CIALIS  (for  example,  5  glasses  of  wine  | 
5  shots  of  whiskey).  When  taken  in  excess,  alcohol  can  increase  your  chances  of  gettir 
a  headache  or  getting  dizzy,  increasing  your  heart  rate,  or  lowering  your  blood  pressure 

If  you  take  too  much  CIALIS,  call  your  doctor  or  emergency  room  right  away. 

What  are  the  possible  side  effects  of  CIALIS? 

The  most  common  side  effects  with  CIALIS  are  headache,  indigestion,  back  pain,  muse 
aches,  flushing,  and  stuffy  or  runny  nose.  These  side  effects  usually  go  away  after  a  fe 
hours.  Patients  who  get  back  pain  and  muscle  aches  usually  get  it  12  to  24  hours  aft 
taking  CIALIS.  Back  pain  and  muscle  aches  usually  go  away  by  themselves  within  48  hour 
Call  your  doctor  if  you  get  a  side  effect  that  bothers  you  or  one  that  will  not  go  away. 

CIALIS  may  uncommonly  cause: 

•  an  erection  that  won't  go  away  (priapism).  If  you  get  an  erection  that  lasts  more  the 
4  hours,  get  medical  help  right  away.  Priapism  must  be  treated  as  soon  as  possib 
or  lasting  damage  can  happen  to  your  penis  including  the  inability  to  have  erections. 

•vision  changes,  such  as  seeing  a  blue  tinge  to  objects  or  having  difficulty  telling  tf 

difference  between  the  colors  blue  and  green. 
These  are  not  all  the  side  effects  of  CIALIS.  For  more  information,  ask  your  docti 
or  pharmacist. 

How  should  CIALIS  be  stored? 

•  Store  CIALIS  at  room  temperature  between  59°  and  86°F  (15°  and  30°C). 

•  Keep  CIALIS  and  all  medicines  out  of  the  reach  of  children. 

General  Information  about  CIALIS: 

Medicines  are  sometimes  prescribed  for  conditions  other  than  those  described  in  patiei 
information  leaflets.  Do  not  use  CIALIS  for  a  condition  for  which  it  was  not  prescribed.  C 
not  give  CIALIS  to  other  people,  even  if  they  have  the  same  symptoms  that  you  have.  It  m; 
harm  them. 

This  leaflet  summarizes  the  most  important  information  about  CIALIS.  If  you  wou 
like  more  information,  talk  with  your  healthcare  provider.  You  can  ask  your  doctor  < 
pharmacist  for  information  about  CIALIS  that  is  written  for  health  professionals. 

For  more  information  you  can  also  visit  www.cialis.com,  or  call  1-877-242-5471. 

What  are  the  ingredients  of  CIALIS? 

Active  Ingredient:  tadalafil 

Inactive  Ingredients:  croscarmellose  sodium,  hydroxypropyl  cellulose,  hypromellos 
iron  oxide,  lactose  monohydrate,  magnesium  stearate,  microcrystalline  cellulose,  sodiui 
lauryl  sulfate,  talc,  titanium  dioxide,  and  triacetin. 

Rx  only 

Norvir  (ritonavir)  and  Hytrin'  (terazosin  HCI)  are  registered  trademarks  of  Abbott  Laboratory 

Crixivan"  (indinavir  sulfate)  is  a  registered  trademark  of  Merck  &  Co.,  Inc. 

Nizoral*  (ketoconazole)  and  Sporanox*  (itraconazole)  are  registered  trademarks  of  Jansse 

Pharmaceutica,  Inc. 

Flomax*    (tamsulosin    HCI)    is   a   registered   trademark   of   Boehringer   Ingelheii 

Pharmaceuticals,  Inc. 

Cardura®  (doxazosin  mesylate)  and  Minipress®  (prazosin  HCI)  are  registered  trademarks  i 

Pfizer,  Inc. 

Uroxatral"  (alfuzosin  HCI)  is  a  registered  trademark  of  Sanofi-Synthelabo 

Literature  revised  November  24,  2003 


PV  4601  AMP 

Manufactured  for  Lilly  ICOS  LLC 
by  Eli  Lilly  and  Company 
Indianapolis.  IN  46285.  USA 

www.cialis.com 

Copyright  S  2003.  Lilly  ICOS  LLC.  All  rights  reserved. 
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Billionaires 


Net  worth 

Rank  Name/State                                         ($bil)     Source         Age 

|  Rank  Name/State 

Net  worth 
($bil) 

Source 

Age 

514  Alan  Gerry  New  York                                    1 

1     cable  TV 

74 

m 

552  John  Anderson/California 

1.0 

bev  distrib 

86 

* 

514  IWcotaiGtazer/ Florida                               1 

1     investments 

76 

• 

552  George  Argyros/California 
552  Neil  BluhnVIHinois 

1.0 

investments 

67 

• 

514  David  Green  Oklahoma                                1 

1     retail 

63 

• 

1.0 

real  estate 

66 

• 

514  Pincus  Green,  Switzerland                              1 

1     commodities 

68 

- 

552  Sergey  Brin/California 

1.0 

Google 

31 

• 

514  Marguerite  Harbert  Alabama                        1 

1     inheritance 

80 

m 

552  Gary  Burreil/Kansas 

1.0 

electronics 

66 

• 

514  Marvin  Hern  Illinois                                    1 

1     bottling 

67 

A 

552  Steven  Cohen/Connecticut 

1.0 

hedge  funds 

48 

• 

514  WKaai  Keiogg  Wisconsin                            1 

1     Kohl's 

60 

- 

552  Gary  Comer/Wisconsin 

1.0 

Lands'  End 

76 

- 

514  John  KrehbielJr  Illinois                               1 

1     Molex 

66 

«• 

552  Roy  Disney/California 

1.0 

Walt  Disney 

74 

«• 

514  Gary  Magnes* Colorado                              1 

1     inheritance 

50 

m 

552  William  Ford  Sr/Michigan 

1.0 

Ford  Motor 

79 

«• 

514  My  Joe  (Red)  MeComb&Texas                    1 

1     cars,  radio 

76 

- 

552  Jerral  Jones/Texas 

1.0 

football,  oil 

61 

• 

514  Richard  Peery  California                              1 

1     real  estate 

63 

- 

552  Jerome  Kohlberg  Jr/New  York 

1.0 

LBOs 

78 

- 

514  Marc  Rkh/Switzertand                                 1 

1     commodities 

69 

- 

552  Alfred  Mann/California 

1.0 

investments 

78 

<m 

514  Arthur  Rock,  California                                  1 

1     venture  cap 

77 

m 

552  Bruce  McCaw/Washington 

1.0 

telecom 

56 

«• 

514  Richard  Scaife/Pennsylvania                          1 

1     inheritance 

71 

▲ 

552  Roger  Milliken/South  Carolina 

1.0 

textiles 

88 

- 

514  Herbert  SiegH  New  York                              1 

1     television 

76 

— 

552  Larry  Page/California 

1.0 

Google 

31 

• 

514  Kenny  Troutt^Texas                                      1 

1     telecom 

56 

▲ 

552  Charles  Simonyi/Washington 

1.0 

Microsoft 

56 

- 

514  Charlotte  Coiket  Weber/Florida                     1 

1     inheritance 

59 

m 

552  A  Alfred  Taubman/Michigan 

1.0 

real  estate 

79 

« 

514  Oprah  Winfrey  Illinois                                   1 

1     television 

50 

▲ 

552  Hope  Hill  Van  Beuren/Rhode  Island 

1.0 

inheritance 

67 

« 

514  Stephen  Wyim  Nevada                                 1 

1      casinos,  art 

62 

• 

552  Dean  White/Indiana 

1.0 

billboards 

80 

- 

514  Henry  Zachry  Jr/Texas                                1 

1     construction 

69 

- 

GILDED  CAGE 


What  a  billion  dollars  won't  buy:  a  get-out-of-jail-free  card. 
Japanese  billionaire  Yasuo  Takei  was  placed  in  police  custody 
in  November  for  allegedly  ordering  wiretaps  on  his  critics.  Also 
behind  bars:  Russian  billionaires  Mikhail  Khodorkovsky  and 
Platon  Lebedev,  and  Italy's  Calisto  Tanzi,  the  former  billionaire 
and  Parmalat  chief  accused  of  masterminding  one  of  the 
largest  corporate  frauds  in  history.  (All  four  await  trial.)  Bil- 
lionaires, take  heart.  Leona  Helmsley  and  Alfred  Taubman 
served  jail  time  and  lived  to  tell  the  tale. 

Kemal  Uzan 

Turned  family's  construction  company 
into  large  conglomerate;  now  it's  in 
peril.  Last  summer  Turkey's  banking 
regulator  assumed  control  of  two  of 
the  family's  banks,  alleging  Uzan  and 
his  sons  had  misappropriated  $5.9  bil- 
lion. In  February  the  Turkish  govern- 
ment seized  their  mobile  phone  com- 
pany, Telsim.  In  response  son  Cem, 
who  heads  the  Turkish  Young  Party,  staged  a  press  conference 
affirming  his  ambition  to  become  Turkey's  next  prime  minister. 
Meanwhile,  U.S.  courts  ruled  the  family  owes  Nokia  and 
Motorola  $4.2  billion  for  outstanding  loans,  triggering  the  seizure 
of  the  family's  private  jets  and  New  York  apartments.  Now  U.S. 
officials  are  on  the  hunt  for  Kemal,  rumored  to  be  hiding  out 
-  somewhere  in  California.  —Matthew  Swibel 


Mikhail 
Khodorkovsky 

Russia's  richest  man 
made  his  fortune  buy- 
ing state  oil  assets  on 
the  cheap.  Now  he 
languishes  in  prison 
since  getting  arrested 
on  fraud  and  theft 
charges  in  October. 
Russian  authorities 
accuse  his  Menatep 
group  of  taking  a  20% 
stake  in  fertilizer 
manufacturer  Apatit,  without  investing  the  $280  million  it  had 
promised.  Khodorkovsky  denies  the  charges,  claiming  the 
Kremlin  is  persecuting  him  for  his  mounting  criticism  of  the 
Putin  administration.  The  state  froze  most  of  his  Yukos  shares 
pending  the  case's  outcome  (until  they  are  seized,  FORBES 
includes  them  in  his  net  worth  estimate).  Menatep  sharehold- 
ers moved  to  shield  their  stakes  by  transferring  them  to  third 
parties.  Recently  a  top  Menatep  partner  offered  to  exchange 
stakes  in  Yukos  for  Khodorkovsky's  release.  Publicity  stunt? 
Perhaps.  Khodorkovsky  says  he  doesn't  want  anyone  to  give  up 
Yukos  shares,  demanding  a  public  trial  to  clear  his  name. 

— Paul  Klcbnikov 
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■^^3 

fciflll 

Broad,  E/Unitcd  States 
Bronfman,  C/Canada 

142 
138 

5.8 

2.5 

Fedun,  L/Russia 
Ferrero,  M/ltaly 

128 
126 

1.3 
3.7 

Hen,  M/Germany 
Herz,  W/Germany 

126 
126 

2.8 
2.6 

Abele,  J/United  States 

142 

5.4 

Abraham,  S/United  State; 

144 

1.8 

Bronfman,  E  Sr  /United  States 

142 

2.7 

Field,  F/United  States 

146 

1.2 

Hillman,  H/Umted  States 

142 

2.8 

Abramov,  A/Russia 

128 

i  n 

Brost.  A/Germany 

128 

1.2 

FJk).  D/United  States 

142 

2.2 

Hilti,  M  &  family/Liechtenstein 

126 

2.3 

Abramovich,  R/Russia 

126  10.6 

Brudno,  M/Russia 

128 

1.8 

Fisher,  D/United  States 

144 

2.1 

Ho.S/HongKong 

134 

1.4 

Adelson,  S/United  States 

144 

1.8 

Buffett,  S/United  States 

142 

3.1 

Fisher,  D/United  States 

144 

2.1 

Holding,  R/United  States 

146 

1.2 

Agarwal,  A/India 

134 

1.0 

Buffett,W/United  States 

142  42.9 

Flattey.T/United  States 

146 

1.2 

Hopp,  D/Germany 

128 

1.0 

Agnelli,  U&  family/Italy 
Al  Amoudi,  M/Saudi  Arabia 

126 

2.1 

Burda,  H/Germany 

126 

2.4 

Flick.  FJr/Germany 

126 

5.8 

Horten,  H/Austna 

126 

3.0 

136 

1.4 

Burkle,  R/United  States 

142 

2.3 

Fok.H/HongKong 

134 

1.4 

Hostcttcr.  A  Jr/United  States 

142 

2.2 

Al  Bahar,  M/Ku  wait 

13K 

1.2 

Burrell,  G/United  States 

151 

1.0 

Ford,  G/United  States 

146 

1.5 

Hubbard,  S/United  States 

146 

1.3 

Al  Ghurair,  A  &  family/  U.  Arab  Emirates  136 

3.7 

Busujima,  K  &  family/Japan 

134 

4.2 

Ford,  WSr/United  States 

151 

1.0 

Hughes,  B/United  States 

142 

2.3 

Al  Habtoor,  K/United  Arab  Emirates 

136 
136 
136 
136 
136 

1.0 
3.1 
1.6 
4.3 
8.4 

Butt,  C/United  States 

142 

2.3 

Foriel-Destezet,  P/France 
France,  J/United  States 
France,  W  Jr/United  States 
Fredriksen,  J/Norway 
Frero,  A/Belgium 

126 
146 
146 
126 
128 

2.1 
1.2 
1.2 
1.9 
1.2 

Huizenga,  H/United  States 
Hunt,  R/United  States 
Huntsman,  J/United  States 

144 
142 
142 

1.8 

Al  Hajhi,  S/Saudi  Arabia 

IE3 

ETCH 

2.3 

Al  Rajhi,  S/Saudi  Arabia 

Cadogan.  G/United  Kingdom 
Calder,  G/United  Kingdom 
Caltagirone,  F  &  family/Italy 

126 
126 
128 

2.4 
2.3 
1.3 

2.5 

Al-Hariri,  R  4  family/Lebanon 

BT3 

sn 

Al-Kharaf i,  N  &  family/Kuwait 

Icahn,  C/United  States 

142 

7.6 

Albrecht.K/Germany 
Albrecht,  T/Germany 

126  23.0 

Cargill,  J/United  States 

146 

1.5 

Fridman,  M/Russia 

126 

5.6 

Ingram,  M  &  family/United  States 

142 

2.5 

126  181 

Cargill,  M/United  States 

146 

1.5 

Fricdland,  R/United  States 

146 

1.1 

Irving,  J/Canada 

138 

3.8 

Alekperov,  V/Russia 

126 

2.7 

Caudwell,  J/United  Kingdom 

128 

1.4 

Frist,  T  Jr  &  family/United  States 

146 

1.7 

■to,  M/Japan 

134 

2.5 

Algosaibi,  S/Saudi  Arabia 

136 

3.1 

Chambers,  A/United  States 

142  11.2 

Fujita.  D  &  family  /Japan 

134 

1.3 

Itoyania,  E/Japan 

134 

4.9 

Allen,  H  Jr /United  States 

144    1.8 
142  21.0 
136  21-5 

Champalimaud,  A/Portugal 
Chang  Y /Taiwan 
Chang,  J  &  family  Taiwan 

126 

134 
134 

3.1 
1.2 
1.0 

Fukuda,  Y  &  family/Japan 
Fukutake,  S  &  family  /Japan 
Funai.T/ Japan 

134 
134 
134 

4.4 
1.2 
2.2 

Iwasaki,  F/Japan 

134 

5.7 

Allen,  P/United  States 

En 

EH 

Alsaud,  P/Saudi  Arabia 

Jackson,  J/United  States 

144 

1.8 

Ambani,  M/lndia 

134 

6.0 

Chear  avanont  D  &  family  /Thailand 

134 

1.7 

Fung,  V/United  States 

146 

1.3 

Jacobs,  I/United  States 

146 

1.4 

Anderson,  J/United  States 

151 
128 
138 

1.0 
1.6 
2.5 

Chen  D/Hong  Kong 
Cheng  Y/Hong  Kong 
Ciner.T/Turkey 

134 
134 
136 

1.4 
2.3 
1.0 

Fung,  W/Hong  Kong 

134 

1.3 

Jahr,  J  &  family/Germany 
Jamail,  J  Jr/United  States 
Jameel,  M  &  family/Saudi  Arabia 

128 
146 
136 

1.8 
1.2 
3.0 

Andic,  I/Spain 

E3 

EflrTl 

Angelinl  A/Chile 

Gage,  B  &  family/United  States 

146 

1.4 

Annenbcrg,  L/United  States 

144 

2.0 

Cisneros,  G  &  family/Venezuela 

138 

4.6 

Gandel,  J  &  family/Australia 

134 

1.1 

Jannard,  J/United  States 

146 

1.2 

Anschutz,  P/Uniled  States 

142 

5.2 

Clausen,  J  4  family/Denmark 

126 

3.5 

Garza  Laguera,  E  &  family/Mexico 

138 

2.5 

Jarislowsky,  S/Canada 

138 

1.1 

Anthony,  B/United  States 

142  11.2 

Cohen,  S/United  States 

151 

1.0 

Gates,  C  Jr/United  States 

146 

1.3 

Jinnai,  R  &  family/Japan 

134 

2.4 

Aramburuzabala,  M  4  family  /Mexico 

138 

1.5 

Comer,  G/United  States 

151 

1.0 

Gates,  Will/United  States 

142  46.6 

Jobs,  S/United  States 

144 

2.1 

Arango.  J/Mexico 

138 

4.0 

Cook.  S/United  States 

146 

1.1 

Geffen,  D/United  States 

142 

4.0 

Johnson,  A/United  States 

142 

9.8 

Argyros,6/United  States 

151 

1.0 

Cook,  W/United  States 

142 

3.2 

Gerling,  R/Germany 

126 

2.1 

Johnson,  A/Sweden 

126 

5.2 

Alison.  M/United  States 

142 

5.9 

Cooke,  P/United  States 

146 

1.2 

Gerry,  A/United  States 

151 

1.1 

Johnson,  B/United  States 

142 

2.4 

Arison,  S/lsrael 

136 

4.6 

Coutu,  J/Canada 

138 

1.4 

Getty,  G/United  States 

144 

2.1 

Johnson,  C/United  States 

142 

2.6 

Armani,  G/ltaly 

126 

2.2 

Crown,  L  &  family/United  States 

142 

3.6 

Glazer,  M/United  States 

151 

1.1 

Johnson,  E  Ill/United  States 

142 

4.9 

Arnault,  B/France 

126  12.2 
146    1.1 
128    1.2 

Cuban,  M/United  States 

146 

1.3 

Giiutti.  E/ltaly 
Codrej,  A  &  family/India 
Goldsbury,  C/United  States 
Golisano,T/United  States 
Gonda,  L/United  States 

128 
134 
146 
146 
144 

1.0 
2.0 
1.2 
1.6 
1.9 

Johnson,  R  Jr/United  States 
Johnson,  S/United  States 
Jones,  J/United  States 

142 
142 
151 

2.2 
7.4 
1.0 

Arrillaga,  J/United  States 

QH                     HI 

159 

6.4 
1.9 
4.9 

Azevedo,  B/Portugal 

Dassault,  S  &  family/France 
Davidson,  W/United  States 
Davis,  M/United  States 

126 
144 
142 

B9 

2.3 

H^3 

EH 

Ballleres,  A/Mexico 

138 

Kadoorie,  M  &  family/Hong  Kong 

134 

3.9 

Ballmer,  S/United  States 

142  12.4 

de  Carvalha-Hcinnken,  C/Netherlands 

126 

4.6 

Gonda,  L/United  States 

146 

1.5 

Kahn,  M/lsrael 

136 

1.0 

Barclay,  D/United  Kingdom 

126 

3.0 

deMol.J/Netherlands 

128 

1.8 

Goodnight,  J/United  States 

142 

2.9 

Kaiser,  G/United  States 

142 

3.0 

Bass,  L/United  States 

146 

1.5 

Debartolo,  E  Jr/United  States 

146 

1.2 

Gores,  A/United  States 

146 

1.6 

Kamel,  S/Saudi  Arabia 

136 

1.3 

Bass,  R/United  States 

142 

2.6 

Decaux,  J  4  family/France 

126 

3.7 

Gores,  T/United  States 

146 

1.6 

Kamprad,  I/Sweden 

126  18.5 

Bass,  S/United  States 

146 

1.1 

Deichmann,  H/Germany 

128 

1.4 

Gou,T/Taiwan 

134 

2.8 

Kao,  M/United  States 

146 

1.3 

Batten,  FSr/United  States 

146 

1.5 

del  Pino,  R  &  family/Spain 

126 

3.0 

Green,  D/United  States 

151 

1.1 

Katz,  D/Canada 

138 

1.5 

Bauer,  H/Germany 

126 

2.2 

Del  Vecchio,  L/ltaly 

126 

6.9 

Green,  P/United  Kingdom 

126 

5.0 

Kellogg,  P/United  States 

142 

2.3 

Bechtel  R/United  States 

142 

3.2 

Dell,  M/United  States 

142  13.0 

Green,  P/United  States 

151 

1.1 

Kellogg,  W/United  States 

151 

1.1 

Bechtel,  S  Jr/United  States 

142 

3.2 

Deripaska,0/Russia 

126 

3.3 

Greenberg,  M/United  States 

142 

3.6 

Kerkorian,  K/United  States 

142 

6.0 

Beck,  N/United  Stales 

146 
126 
128 

1.6 
2.7 
1.2 

Desmarais,  P/Canada 
DeVos,  R/United  States 
Oilier.  B/United  States 

138 
142 
146 

2.4 
2.4 
1.4 

Grosvenor,  G/United  Kingdom 

126 

8.7 

Khan,  G/Russia 
Khodorkovsky,  M/Russia 
Khoo  T/Singapore 

128    1.4 
126  15.0 
134    4.3 

Beisheim,  O/Germany 

1?3 

321 

Bcllon,  P  4  family/France 

Haefner,W/Switzerland 

126 

4.5 

Benetton,  L  &  family/Italy 

126 

4.5 

Diniz,  A  &  family/Brazil 

138 

1.3 

Hagen,  S/Norway 

128 

1.8 

Kim,  J  &  family/United  States 

144 

1.8 

Berg,  C/United  States 

146 

1.3 

Disney,  R/United  States 

151 

1.0 

Halim,  R  &  family/Indonesia 

134 

2.6 

Kinder.  R/United  States 

146 

1.6 

Berlusconi,  S/ltaly 

126  10.0 

Dolan,  C/United  States 

144 

1.8 

Hall,  D/United  States 

144 

1.9 

Kinoshfta,  K  &  family/Japan 

134 

4.3 

Bertarolli,  E/Switzerland 

126 

7.4 

Doris,  E/ltaly 

126 

2.0 

Happel,  O/Germany 

126 

2.7 

Kipp,  K/Germany 

126 

4.6 

Bettencourt,  L/France 

126  18.8 

Dorrance.  B/United  States 

146 

1.5 

Harbert,  M/United  States 

151 

1.1 

Klatten,  S/Germany 

126 

8.1 

Bezos,  J/United  States 

142 

5.1 

Dorrancc,  J  Ill/Ireland 

126 

2.4 

Hargraaves,  J  &  family/UK. 

128 

1.0 

Kluge,  J/United  States 

142  10.5 

Bin  Mahf  ouz.  K  &  family/Saudi  Arabi; 

136 

3.0 

Douglas,  G/Sweden 

128 

1.3 

Harmsworth,  J/United  Kingdom 

128 

1.2 

Knight,  P/United  States 

142 

7.1 

Biria.  K/lndia 

134 

3.2 

Druckenmiller.  S/United  States 

146 

1.6 

Harp  Helii.  A/Mexico 

138 

1.8 

Koc,  R  4  family/Turkey 

136 

1.4 

Blank,  A/United  States 

146 

1.2 

Dubov,V/Russia 

128 

1.8 

Haub,  E  4  family/Germany 

126 

4.5 

Koch,  C/United  States 

142 

4.0 

Blavatnik,  L/United  States 

144 

1.9 

Outfield,  0/Umter!  States 

146 

1.4 

Hayek,  H/Switzerland 

126 

2.2 

Koch,  D/United  States 

142 

4.0 

Bloomberg.  M/Unitcd  States 

142 
151 
128 

4.9 
1.0 
1.7 

Dumas,  J  4  family /France 

126 

2.1 

Hearst.  A/United  States 
Hearst.  D  Jr/United  States 
Hearst,  G  Jr/United  States 

146 
146 
146 

1.2 
1.2 
1.2 

Kohlberg,  J  Jr/United  States 
Kohler,  H  4  family/United  States 
Koo,  J  Sr/Taiwan 

151 
146 
134 

1.0 
1.5 
2.6 

Bluhm,  N/United  States 

■vH^j 

3.5 

Bogdanov,V/Russia 

Eeclestonc.B  4  family  ,'U.K 

126 

Booth,  F  Jr/United  States 

144 

1.8 

EczacibasLB/Turkey 

136 

1.0 

Hearst,  Will/United  States 

146 

1.3 

Koplowttz,  A/Spain 

128 

1.4 

Bosch,  R  Jr  &  family/Germany 

126 

3.7 

BJNiR/Unlte 

146 

1.3 

Hector,  H/Germany 

128 

1.7 

Koplowitz.  E/Spain 

128 

1.7 

I  "tin,  E/Spain 

128 

1.8 

Ellison,  L/Unlted 

142  18.7 

Helmsloy,  L/United  States 

142 

2.2 

Kovner,  B/United  States 

144 

1.8 

Bou>  .lies  VI 4  family /France 

Emmerson,  A/United  S'ates 

146 

1.2 

Herb,  M/United  States 

151 

1.1 

Krasny,  M/United  States 

144 

1.9 

Bozano,  »'B'  <zil 

Engelhorn.C/Germany 

126 

5.9 

Hernandez,  R/Mexico 

138 

2.0 

Kravis,H/United  States 

146 

1.3 

Brachmi«i,  ''Germany 

IK 

142 

1.4 

4.0 

~f«.  C/United  Stat,  s 

142 

9.1 

Hen,  D/Germany 
Ken,  6/Germany 
Hen,  I/Germany 

126 
126 
128 

1.9 
1.9 
1.2 

Krehbiel,  J  Jr/United  States 
Krlshnan.  A/Malaysia 
Kristiansen,  K/Denmark 

151 
134 
126 

1-1 

3.2 
2.5 

Branson,  R/Um.  't  Kingdom 

^HbbbbbMBbbI 

331 

Sim,  D/United  Stan- 

138 

2.9 

Brtn  S/United  States 

151 

1.0 

1 

146 

1.7 

Hen,  J/Germany 

128 

1.2 

Kroenke,  A/United  States 

142 

3.3 

lr.2     l    ORB]    S  «     lard 
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Billionaires „__ 

Kroenke,  E/Uniied  Stales  146  1.4 

Kirak,  ll/Malaysia  134  4.2 

KwekL&  family/Singapore  134  2.8 

Kwok,R/HongKong  134  11.4 

Kuhne.K/Germany 126  2.0 

LaJiberle.G/Canada  138  1.1 

Lam.  B/Taiwan  134  1.3 

Uflipert,  E/United  States  146  1.5 

Latsis,  S  &  family/Greece  126  4.4 

Lauder,  L/United  States  142  3.1 

Lauder,  IVUnited  States  144  2.0 

Lauren,  R/United  States  142  2.3 

Laurie,  N/United  States  142  2.8 

Lebedev,  P/Russia  128  1.8 

Lee  S/Hong  Kong  134  6.3 

Lee  S&  family/Singapore  134  1.8 

Lee  K&  family/South  Korea  134  3.4 

Lee-Chin,  M/Canada  138  2.4 

Lcmann,  J/Brazil  138  1.1 

Lerner.N/Umted  States  146  1.6 

Lemer,R/United  States  144  2.1 

Leviev,L/lsrael  136  2.0 

Levine,L&  family/United  States  146  1.2 

Lewis,  J/United  Kingdom  128  1.6 

Lewis,  P/United  States  146  1.6 

UK/Hong  Kong  134  12.4 

LLR/HongKong  134  1.1 

Liebherr.  W  &  family/Switzerland  126  2.6 

Lim  G/Malaysia  134  2.1 

Lindemann,G&  family/United  States  146  1.2 

Undner.  C  Jr/Umted  States  146  1.6 

Usin,  V/Russia  126  3.8 

Louis-Dreyfus,  G&  family/France      126  2.9 

Lowy.Fi  family/Australia  134  2.4 

Lucas,  G/United  States  142  3.0 

Luksic,  A  &  family/Chile  138  3.4 

Lundberg,  F/Sweden 128  1.4 

Mabuchi.  K  &.  family/Japan  134  1.3 

Magness,  G/United  Slates  151  1.1 

Malone,  J/United  Stales  144  1.8 

Malone,  M/United  States  146  1.7 

Mann,  A/United  States  151  1.0 

Mann.  H  &  family/Germany  126  2.4 

Mantegazza.  S/Switzcrland  126  3.0 

Maramotti,  A/Italy  126  2.1 

Marcegaglia,  S  &  family/Italy  128  1.3 

March,  J/Spaln  126  2.4 

Marcus,  B/United  States  142  2.2 

Marriott,  J  Jr/United  States  146  1.2 

Marriott,  R/United  States  146  1.3 

Mars,  F  Jr/United  States  142  10.4 

Mars,  J/United  States  142  10.4 

Mars,  J/United  States  142  10.4 

Marshall,  E/United  Slates  146  1.3 

Mateschrrz,D/Austria  128  1.4 

Mattiile,  C/United  States  146  1.7 

Matte,  E&  family/Chile  138  2.8 

Matthews,  T/United  Kingdom  128  1.2 

Mays.  L/Umted  Slates  146  1.5 

McCain,  H/Canada  138  1.2 

McCain.  W/Canada  138  1.5 

McCaw,  B/United  States  151  1.0 

McCaw,  C/United  Stales  142  2  8 

McCaw,  J  Jr/United  States  146  1.2 

McCombs,  B/United  States  151  1.1 

McGovern,P/United  States  144  2.0 

McLane.  R  Jr/United  States  146  1.2 

McHair.  R/United  States  146  1.3 

Melnichenko,  A/Russia  128  11 

Menard.  J  Jr/Umtcd  Stales  142  3.5 

Mendoza,  L  i  family/Venezuela  138  41 

Mera,R/Spain  128  16 

Merckle,  A/Germany  126  5.3 

Mllthan.  A/Israel  136  1.1 

Milllkm.  R'Unitcd  States  151  1.0 

Mistty.P/lndia  134  2.3 


Mitchell,  G/United  States  146  1.6 

Mittal,L/lndia  134  6.2 

Mittal.  S/lndia  134  2.7 

Mohn.R*  family/Germany  126  4.2 

MoHer.M/Oenmark  126  5.1 

Moore,  G/United  States  142  5.5 

Moran,  J/United  States  146  1.4 

Mordashov,  A/Russia  126  3.5 

Morean,W/United  States  146  1.3 

Morgridge,  J/United  States  144  2.0 

Mori,  A/Japan  134  2.4 

Morita,  H&tamily/Japan  134  1.4 

Morrison,  K/United  Kingdom  128  1.8 

Munger,  C/United  States  146  1.6 

Murdoch,  R/United  States  142  7.8 

Murdock,  D/United  States  146  1.7 


Nadar,  S/lndia  134  1.8 

Haify,  R/United  States  146  1.4 

Nelson,  M&  family/United  States       146  1.4 

Nevzlin,  L/Russia  126  2.0 

Newhousc,  O/United  States  142  7.7 

Newhouse.S  Jr/United  States  142  7.7 

NgT&  family/Singapore  134  2.3 

Nicholas, Hill/United  States  144  2.0 

Nicholas,  P/United  States  142  4.7 


O'Reilly,  A/Ireland  128  1.1 

Oetker,R&  family/Germany  126  7.5 

Ofer.S/lsrael  136  2.7 

Okada,K/Japan  134  1.6 

Omidyar.P/United  Stales  142  8.5 

Oppenheimer,N&  family/South  Africa  136  4.4 

Ortega,  A/Spain  126  9.2 

Otto,  M&  family/Germany  126  8.0 


Packer,  KVAustralia  134  4.2 

Page,  L/United  States  151  1.0 

Pattison,  J/Canada  138  4.6 

Peery,  R/United  States  151  1.1 

Peralta,C&  family/Mexico  138  1.5 

Perelmait,  R/United  States  142  3.8 

Perenchio,  A/United  States  142  2.7 

Perez  Companc.  G  &  family/Argentina  138  1.6 

Perfetti,  A/Italy  126  2.0 

Perot,  H/United  States  142  3.8 

Persson,  L/Sweden  128  1.0 

Persson.S/Sweden  126  8.6 

Pessina,  S/ltaly  128  1.0 

Pinault,  F/France  126  4.7 

Planner,  H/Germany  126  5.4 

Pohlad,  C/United  States  142  2.2 

Popov,  S/Russia  128  1.0 

Potanin,V/Russia  126  4.9 

Prada,M&  family/Italy  128  1.5 

Pratt,  R/Australia  134  1.6 

Promji,  A/India  134  6.7 

Primat,  D/France  128  1.4 

Pritzker,  R/United  States  142  7.6 

Prtnker,  T/United  States  142  7.6 

Prokhorov.M/Russia  126  4.8 


Quandt.  J/Germany  126    5.3 

Ouandt.S/Germany  126    6.5 

OuekL&  family/Malaysia  134    2.1 


Rainwater, R/United  States  144  2.0 

Rales,  M/United  States  144  1.9 

Rales,  S/United  Slates  144  2.0 

Rawing.  E*  family/Sweden  126  9.3 

R»w*»g,H/Sweden  '  126  8.0 

"     1   tirl  Stales  142  8.9 

151  1.1 

144  1.9 

--'Slates      144  2.1 

128  1.3 

'  128  1.3 

:i  Slates  146  1." 


Rock.  A/United  States  151  1.1 

Rockefeller,  DSr/United  States  142  2.5 

Rockefeller,  L/United  States  146  1.5 

Rockefeller,  W/United  States  146  1.2 

Rogers,  PCanada  138  1.7 

Rowling,  J/United  Kingdom  128  1.0 

Rowting,  R/United  States  142  2.7 

Rupert,  J  &  family/South  Africa  136  1.7 


Saba  Raffoul,  I  &  family/Mexico  138  1.1 

Saban,H7United  States  146  1.7 

Sabanci,S&  family/Turkey  136  3.2 

Safra,  J/Brazil  138  4.7 

Safra,  L/Brazil  138  1.0 

Sahenk,  F  &  family/Turkey  136  2.7 

Sainsbury.Di family/UK.  126  4.0 

Saji.  N  &  family/Japan  134  6.9 

Salinas  Pliego,  R  &  family/Mexico      138  1.8 

Sail  J/United  States  146  1.4 

Samueli,  H/United  States  144  1.8 

Santo  Domingo,  J/Colombia  138  1.4 

Saputo,  E  &  family/Canada  138  1.7 

Sarmiento,  lyColombia  138  1.4 

Sarofim.  F/United  States  146  1.5 

Scaife,  R/United  States  151  1.1 

Schaeffler,  M/Germany  126  6.1 

Schickedanz.  M/Germany  126  2.3 

Schlecker,  A/Germany  126  3.3 

Schmidheiny.  S/Switzerland  126  2.6 

Schmidheiny,  T/Switzerland  126  2.9 

Schmidt-Ruthenbeck,  R/Germany      126  2.7 

Schnabel,  H/Germany  128  1.2 

Schoeller,  M/Germany  128  1.1 

Schorghuber,  S/Germany  126  2.9 

Schroder,  B&  family/United  Kingdom  128  1.9 

Schuhe,  R/United  States  142  2.8 

Schwab,  C/United  States  142  3.6 

Scott,  W  Jr/United  States  146  1.3 

Shakhnovsky,  V/Russia  128  1.8 

Sheremet,  V/Russia  128  1.2 

Sherman,  B/Canada  138  3.0 

Shi,  W  &  family/Taiwan  134  1.7 

Shin  K&  family/South  Korea  134  1.8 

Shvidler,  E/United  States  144  1.9 

Siebel,  T/United  States  146  1.3 

SiegeL  H/United  States  151  1.1 

Simmons,  H/United  States  146  1.5 

Simon,  M/United  States  146  1.2 

Simonyi,  C/United  States  151  1.0 

Simplot.  J  &  family/United  States       142  2.5 

Skoll.  J/Canada  138  4.4 

Slim  Hclu.C  Mexico  138  13.9 

Smith,  F/United  States  146  1.4 

Smith,  O/United  States  146  1.2 

Sobrato,  J/United  States  146  1.3 

Son,M/Japan  134  2.4 

Soon-Shiong,  P/United  States  146  1.4 

Sorenson,  J/United  States  142  3.9 

Soros,  G/United  States  142  7.0 

Spangler.C  Jr/United  States  144  2.1 

Sperling,  J/United  States  144  1.8 

Sperling,  P/United  Stales  144  1.8 

Spielberg,  S/United  States  142  2.5 

Springer,  F/Germany  126  2.0 

StempeL  E/United  States  144  1.9 

Stephens,  J/United  States  146  1.5 

Stern,  IVUnited  States  142  2.2 

Stroller,  S/Germany  128  1.4 

Sfryker,  J/United  States  146  1.8 

Sfryker,  P/United  States  146  1.5 

Sfryker,  R/United  States  146  1.8 

Swire,  At  family/United  Kingdom      128  1.5 

Sy,  HA  family/Philippines  134  1.4 


TaxeLY  4  family/Japan  134  6.2 

TskbtakLT/Japan  134  2.2 

Tan,  L/Philippincs  134  1.5 

Taubman,A/United  States  151  1.0 


Taylor,  C/United  States 
Taylor,  J/United  States 
Thomson,  K  &  family/Canada 
Thon,  O/Norway 
TiongH/Malaysia 
Tisch,  P/United  States 
Triguboff,  H/Australia 
Trouft.  K/United  States 
Trump,  D/United  States 
TsaiW&  family/Taiwan 
TsaiW&  family/Taiwan 
Tschira,  H/Germany 
Tsutsumi,  Y/ Japan 
Tsvetkov.  N/Russia 
Turner.  R/United  States 

Udvar-Hazy,  S/United  States 
Uettschi,  A/United  States 
Uzan,  K  &  family/Turkey 

Van  Andel,  J/United  States 
Van  Beuren,  H/United  States 
van  den  Ende,  J/Netherlands 
van  Vlissingen.  J/Netherlands 
Vekselberg,  V/Russia 
Viehof,  E  &  family/Germany 
von  Finck,  A/Germany 
von  Holtzbrinck.  D/Germany 
von  Holtzbrinck,  S/Germany 
von  Thurn  und  Taxis,  A/Germany 
Vyakhirev.  R/Russia 

Waitt,  T/United  States 
Walton.  A/United  States 
Wahon.  H/United  States 
Walton,  J/United  States 
Walton,  J/United  States 
Walton,  S/United  States 
Wang,  N/Hong  Kong 
Wang,  P  &  family/Hong  Kong 
Wang,  Y/Taiwan 
Warner,  H/United  States 
Washington,  D/United  States 
Weber,  C/United  States 
WeeC/Singapore 
Weill,  S/United  States 
Wertheimer,  A/France 
Weston,  G  &  family/Canada 
Wexner.  L/United  States 
White.  D/United  States 
Whitman,  M/United  States 
Wilhelmsen,  A  &  family/Norway 
Williams,  A  Jr/United  States 
Winfrey,  O/United  States 
Wiskemann,  E/United  States 
Wlaschek,  K/Austna 
Woo,  P  &  family/Hong  Kong 
Wrigley.W  Jr/United  States 
Wu,V/Taiwan 
Wiirtti,  R/Germany 


134    1.1 
126    4.4 
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Wynn,  S/United  States 

151 

1.1 

kam^n 

HB1 

Yamauchi,  HV  Japan 

134 

1.5 

Yanai,  T/Japan 

134 

1.9 

Yang.  J/United  States 

144 

1.9 

Yevtushenkov,  V/Russia 

128 

1.5 

Ying,  M/Hong  Kong 

134 

1.8 

Yoovidhya.  C/Thailand 

134 

1.6 

Yoshida.  T/ Japan 

134 

1.5 

Yung.  L/China 

134 

1.1 

U^^^^^^^M 

Zachry,  H  Jr/United  States 

151 

1.1 

Zambrano,  L  &  family/Mexico 

138 

3.1 

Zell,  S/United  States 

142 

2.2 

Off,  D/United  States 

146 

1.2 

Zitf,  D/United  States 

146 

1.2 

ZMt  R/United  States 

146 

1.2 

Zuckerman,  M/United  States 

146 

1.3 
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Spend  5-minutes  at 
www.optionsXpress.com  and  find  out 
why  Forbes  rated  us  "Best  of  the  Web" ' 

•  Seamless  navigation  between 
streaming  quotes,  tools2  and  trading  screens. 

•  Responsive  online  order  entry  screens 
help  walk  you  through  complex  transactions. 

•  Use  trailing  stops,  contingent  orders 
and  other  advanced  online  order  features.3 

•  Find  hidden  investment  opportunities 
based  on  volume,  volatility,  or  open  interest. 
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WHEN  CINGULAR  CAME  IN  AT  THE  ELEVENTH  HOUR 
last  month  with  its  winning  $41  billion  cash  bid 
for  AT&T  Wireless,  the  New  York  Times  scored  a 
coup  of  its  own:  The  front  page  carried  a  snapshot 
of  AT&T's  John  Zeglis  signing  the  deal  at  about  2:30 
in  the  morning — an  image  captured  by  a  cell  phone  camera 
clicked  by  someone  in  the  room. 

Phonecams  are  proliferating  like  mad,  their  tiny  eyes  fuzzily 
probing  so  many  corners  of  public  and  private  life  that  they  have 
begun  to  alter  how  people  communicate  and  recreate.  This  tech- 
nology, so  simple  and  cheap  it  is  expected  to  inhabit  some  1  bil- 
lion cell  phones  in  three  years,  is  far  outstripping  the  rules,  laws 
and  etiquette  that  govern  what  you  can  record  and  where.  What 
began  as  a  snazzy  little  feature  to  get  you  to  buy  a  pricier  phone 
has  suddenly  leaped  into  a  starring  role  in  criminal  investiga- 
tions, invasions  of  celebrity  privacy,  corporate  espionage,  illicit 
romances  and  amateur  porn. 

"There's  always  going  to  be  abuse  in  society  no  matter  what 
good  is  out  there,"  says  Peter  Skarzynski,  senior  vice  president 
of  the  cell  phone  unit  at  Samsung,  one  of  the  leading  makers  of 
phonecams.  Samsung  itself  bans  the  use  of  camera  phones  in  its 
factories  in  South  Korea.  "There  are  things  we  do  that  are  pro- 
prietary," he  explains.  Same  goes  for  pop  tart  Britney  Spears, 
apparently:  Her  bodyguards  have  been  known  to  confiscate  all 
nearby  phonecams  to  avoid  a  digital  record  of  candid  moments. 

In  England,  bystanders  used  a  phonecam  on  two  of  their 
friends  having  sex  in  a  pub's  bathroom;  they  quickly  deleted 
the  images  when  the  police  arrived  on  a  false-alarm  rape  re- 
port. In  Pittsburgh,  after  a 
woman  at  a  strip  club  lodged 
rape  allegations  against  three 
basketball  players  from  New 
York's  St.  John's  University,  a 
phonecam  video  corrobo- 
rated the  athletes'  claim  that 
she   had   agreed   to   come 
back  to  their  hotel  room  for 
paid  sex. 


BY  LEIGh  GALLAGHER 


1  [ealth  clubs  across  the  U.S.  have  begun  banning  phonecams 
from  their  locker  rooms  to  avoid  illicit  nudie  snapshots.  People 
on  dates  also  might  want  to  leave  the  gadgets  at  hon  -  Dirk 
DeSouza,  35,  chief  executive  of  (  itvMcrch,  a  Miami  I- 
based  custom-merchandising  firm,  was  on  a  date  recently  n  hen 
he  left  the  table  to  letch  d  mlyto     ru-nand  :om- 


panion  scrolling  through  75  photos  stored  in  his  phone — 
including  lots  of  shots  of  other  women.  "It  opened  up  a  whole 
can  of  worms,"  he  says.  "I  really  felt  violated."  (Albeit  he  con- 
tinues to  date  the  offender.) 

The  Zeitgeist  just  graced  the  pages  of  the  New  Yorker.  A  car- 
toon shows  a  guy  on  his  cell  telling  someone:  "Can  you  hang  on 
a  sec?  I  think  I  just  took  another  picture  of  my  ear." 

If  the  prognosticators  are  even  close  to  being  right,  you,  too,  will 
be  carrying  a  phonecam  very  soon.  In  the  U.S.,  where  the  cams 
showed  up  just  over  a  year  ago,  some  8  million  are  in  use,  says 
IDC — and  26  million  more  could  be  sold  this  year,  says  research 
firm  Strategy  Analytics.  Worldwide,  88  million  camera  phones  are 
now  in  users'  hands;  440  million  units  may  be  sold  in  the  year  2006. 
Already  eight  out  often  mobiles  sold  in  Japan  have  a  built-in 
camera.  Samsung  says  80%  of  its  new  phones  this  year  will  have 
cameras.  Some  in  the  business  even  predict  that  phonecams 
could  replace  digital  cameras  entirely  in  five  years  (if  not  sooner: 
Phonecams  outsold  digital  cameras  last  year). 

So  far  Sprint,  T-Mobile  and  Nokia  are  pushing  the  photo 
feature  hardest  in  the  U.S.  Like  text  messaging  on  cellular  net- 
works, pictures  travel  as  higher-priced  data — $5  per  month  for 
25  or  50  pictures,  say — or  50  to  75  cents  per  picture.  Carriers 
heavily  subsidize  the  cost  of  the  phones.  Sprint's  Sanyo  8100 
starts  at  $99,  a  60%  discount  to  its  list  price. 

Old-guard  film  companies  see  an  upside,  too.  Kodak  has 
signed  up  Verizon  Wireless,  Cingular  and  Nokia  for 
its  Kodak  Mobile  service,  which  lets  users  store 
photos  online  and  print  them  at  kiosks.  Fujifilm 
is  adding  wireless  printing  to  its  kiosks 
and  soon  will  offer  Sprint  customers 
the  ability  to  order  prints  directly  from 
their  handsets.  Canon  and  HP  have  in- 
troduced Bluetooth-enabled  printers 
that  print  photos  from  mobiles  with- 
out any  wired  hookups. 

The  knocks  against  current 
phonecams — blurry  images,  scant 
memory  and  incompatibility  among 
carriers — will  eventually  abate  thanks 
to  faster  chips  and  fatter  memory.  It 
costs  a  mere  $20  to  add  a  cam  to  the 
typical  $300  cell  phone.  All  it  takes  is  a 
sensor,  a  lens  and  an  image  processor. 

Very  soon  most  cell  phones  will  incluji 

Two-megapixel  phonecams,  akin  to  low-end  digital  cameras,  are 
standard  in  Japan.  Four-meg  camera  phones  will  be  introduced 
there  and  in  Korea  by  year-end.  Many  new  models  can  record  15 
or  30  seconds  of  video;  in  a  few  years  that  will  grow  to  an  hour. 

But  the  phones  also  have  a  large  creepiness  factor.  The  lens  is 

tiny,  and  on  the  back  of  the  phone,  so  it  is  almost  impossible  to 

tell  when  someone  snaps  a  pic.  In  Washington  State  a  man  al- 

aimed  a  cell  phone  under  a  woman's  dress  as  she  shopped 

in  a  supermarket,  then  uploaded  the  pictures  to  the  Internet;  he 

liarged  with  voyeurism.  In  Japan  similar  stories  of  covert 
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igital  camera-and  every  moment  can  be  captured.  Who's  shooting  you? 


shots  in  bathrooms  and  subways  are  legion.  In  part  to  discourage 
such  behavior,  designers  have  ensured  that  most  camera  phones 
emit  a  loud  crunch,  beep  or  other  noise  when  a  picture  is  taken. 
In  Korea  the  government  recendy  made  this  mandatory  on  all 
new  camera  phones. 

The  vast  majority  of  camera  phones,  though,  are 
used  simply  to  capture  the  ephemera  of  everyday  life.  A 
new  strain  of  Web  diary,  called  moblogs,  is  cropping 
up,  portraying  day-in-the-life  narratives  through  im- 
ages rather  than  text.  An  exhibit  at  the  Sixspace  gallery 


The  new  Kodak 
moment:  Our 
photographer 
captured  the 

quotidian  with  an 
LG  VX6000. 


in  Los  Angeles  will  open  in  June  featuring  images  sent  in  by  artists 
and  amateurs.  "The  lack  of  finesse  lends  a  distinctive,  awkward 
charm,"  says  Xeni  Jardin,  a  curator  of  the  exhibition. 

Such  eager  documentarianism  was  on  display  at  the  Con- 
sumer Electronics  Show  in  Las  Vegas  in  January. 
Retired  Los  Angeles  Laker  Earvin  "Magic"  Johnson 
was  addressing  an  audience  of  1 50  tech  executives  at  a 
Samsung-sponsored  dinner.  When  he  finished,  20 
hands  shot  up  overhead,  each  one  holding  a  cell  phone 
aiming  to  capture,  seemingly  forever,  a  little  Magic.  F 
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Technology  |  Digital  Tools 
by  Stephen  Manes 


Electronics  Jobs  Outsourced— to  You! 


We  live  in  a  world 

where  customers 

have  to  repair 

even  the  most 

familiar  devices. 


WITH  A  BRAND-NEW  RCA  LYRA  A/V  JUKEBOX, 
a  sort  of  iPod  with  video,  pressing  certain  but- 
tons gets  you  a  variant  of  this  startling  message: 
"Feature  will  be  available  in  future  upgrades.  Visit 
www.rca.com/lyra-avdownloads  for  details."  It's 
as  though  a  carmaker  stuck  a  Post-it  Note  where  the  turn  signal 
should  be  and  promised  to  send  you  the  real  thing  someday. 

RCA's  approach  is  either  an  outrageous  attempt  to  mollify  the 
purchasers  of  an  incomplete  product  or  an  honest  way  to  an- 
nounce the  updates  that  electronic  products  increasingly  require 
but  rarely  mention.  Whichever,  it's  the  latest  wrinkle  in  a  world 
where  customers  are  forced  to  repair  even  the  most  familiar  de- 
vices fresh  out  of  the  box. 

Beleaguered  computer  users 
routinely  install  endless  updates 
to  operating  systems  and  appli- 
cations— at  least  when  a  high- 
speed Internet  connection 
announces  their  availability  and 
delivers  the  fixes  in  a  vaguely 
reasonable  time  span.  But  now 
that  complex  code  runs  just 
about  any  product  you  can 
think  of,  things  like  cameras 
that  once  simply  worked  often 
require  firmware  updates — 
updates  you're  unlikely  to  learn 
about  unless  you  are  almost 
fanatical  about  checking  for 
them.  A  brief  trip  to  Google  will 
find  you  plenty  of  upgrades  for 
handheld  computers,  cell 
phones,  GPS  and  Bluetooth 
devices,  MP3  players,  wireless 
network  adapters  and  lots  and 
lots  of  cameras,  printers  and 
video  cards. 

Products  connected  to  the 
Net  or  some  other  data  source 
can  theoretically  update  them- 
selves automatically,  as  satellite 

and  cable  boxes  frequently  do.  In  the  real  world,  automatic 
updates  remain  rare.  Your  home  Wi-Fi  router  is  as  connected  as 
anything,  yet  a  router's  frequent  updates — like  the  six  my 
Linksys  has  had  in  the  last  two  years — are  do-it-yourself  pro- 
jects man  rs  never  find  out.  ~z;  ~ — 
Cell  ph*  les  can  be  i . 


only  in  fairly  trivial  ways;  users 
generally  have  to  initiate  the 
process.  Verizon  recommends 
its  users  update  something 
called  a  Preferred  Roaming  List 
(PRL)  every  three  months  by 
following  a  procedure  described 
deep  within  its  Web  site;  it  never 
happens  automatically.  Worse, 
upgrading  a  Sprint  phone's  PRL 
requires  a  call  to  customer  ser- 
vice, unless  you  have  an  old 
phone  that  has  to  be  taken  to  a  company  store.  More  serious 
updates  generally  require  a  store  visit  or  a  Web  download  onto 
a  computer  and  the  purchase  of  a  connecting  cable  most  users 
don't  own  or  otherwise  need;  Nextel  sells  its  wire  for  $25. 

Most  updates  amount  to  little  more  than  bug  fixes,  both 
trivial  and  significant;  a  few  add  features  unavailable  at  the 
time  of  release.  But  even  if  you  register  a  product  online,  your 
chances  of  being  notified  of  updates  are  slim,  even  though 
some  fixes  are  crucial:  One  classic  from  Pioneer  Electronics 
aimed  at  preventing  damage  to  old  DVD-R  drives  from  new 

higher-speed  media. 

Three  words  of  advice  from 
somebody  who  performs 
updates  so  often  it  could  be  part 
of  his  job  description:  Read  the 
instructions.  Even  if  someone 
else,  say,  a  phone  store,  does  the 
job,  make  sure  you  understand 
what  will  happen.  Some  updates 
can  delete  important  informa- 
tion, such  as  your  mobile 
phone's  contact  lists.  Many  can 
damage  the  device  if  interrupted 
before  completion;  be  sure  to 
use  a  fully  charged  battery  or 
reliable  AC  power. 

As  consumer  hardware  in- 
creasingly relies  on  software, 
the  deluge  of  updates  is  likely 
to  get  worse.  Computer  and  electronics  companies  are  effec- 
tively outsourcing  repair  work  to  customers,  turning  us  into 
an  unpaid  source  of  highly  skilled  labor.  Maybe  it's  time  to  go 
on  strike.  F 

Stephen  Manes  (steve@cranky.com)  was  cohost  of  Digital  Duo  and  has  been  covering 
I  technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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Return  your  worn  Allen  Edmonds 
shoes  to  their  original  beauty  with 
Allen-Edmonds  Recrafting"'.  We  use 
the  same  techniques  when  Recrafting 
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Battle  of  the  Buds 

Digital  music  players  are  only  as  good  as  the  headphones 
you  get  with  them.  Better  buds  could  be  a  great  investment. 

BY  MATTHEW  MILLER 


When  Apple's  white  wires  won't  do:  Ultimate  Ears  UE5c,  Shure  E5c,  Bose  QuietComfort  2. 


The  iPod  continues  to  top  the  sales 
charts  for  MP3  players,  and  rightly  so. 
It's  a  great  machine.  But  the  head- 
phones that  come  with  it  offer  a  dismal  fit, 
tend  to  blow  out  and,  say  audio  experts, 
don't  match  the  high-performance  capabil- 
ities of  the  player.  The  result  is  music  that's 
damp  and  unclear.  If  you're  a  true  or  aspir- 
ing audiophile,  we  encourage  you  to  throw 
them  in  the  trash  and  invest  in  some  qual- 
ity earphones.  These  four  sound  far  better 
in  our  informal  staff  tests. 

Ultimate  Ears  UE5c 
Sound  Quality:  5  Comfort:  5  Price:  $550 
VERDICT:  Brilliant  sound,  perfect  fit.  Buy 
them  if  you  can  afford  them.  You'll  never 
need  another  pair. 

The  UE5c  earphones  are  a  custom- 
fitted  favorite  of  the  pros,  including  Aero- 
smith  and  Britney  Spears.  Their  two  speak- 
ers separate  high  and  low  frequencies,  and 
the  sound  is  isolated  in  your  ear  canal,  de- 
livering intensely  brilliant,  rich  tones  even 
at  medium  volumes.  An  audiologist  has  to 
make  impressions  of  the  inside  of  your  ear, 
a  painless  ten-minute  process. 

Shure  E5c 

Sound  Quality:  4  Comfort:  2  Price:  $499 
ROICT  Price  not  worth  the  discomfort. 
L      Ultimate  Ear",  the  Shure  E5c  uses 


dual  speakers  in  each  earphone  to  give  a 
crisp,  clean  sound  with  a  wide  range.  The 
bad  news:  Despite  the  different  "fit"  sleeves 
and  an  ear-fitting  cable  that  accompanies 
the  set,  they  tend  to  fall  out,  especially  when 
you're  walking. 

Etymotic  ER-4  MicroPro 

Sound  Quality:  3  Comfort:  3  Price:  $330 
VERDICT:  A  good  choice  if  you  don't  want  to 
spend  more  than  $350. 

Made  by  the  hearing  specialists  at 
Etymotic  Research,  the  MicroPros  use  a  sin- 
gle speaker  for  all  frequencies,  making  them 
seem  quieter  than  the  Ultimate  Ears  or 
Shure  products.  Can  be  used  with  the  in- 
cluded standard  plugs  or  with  custom  molds 
made  by  an  audiologist.  There  is  little  dif- 
ference in  comfort  between  the  two. 

Bose  QuietComfort  2 

Sound  Quality:  4  Comfort:  5  Price:  $299 
VERDICT:  A  good  investment  for  music 
junkies  who  find  inner-ear  phones  intrusive. 
Bose  has  come  up  with  yet  another  way 
to  deliver  great  sound.  The  QuietComfort 
headphones  use  noise-cancelation  to  keep 
out  most  external  noise,  but  the  sound  is 
less  intense  than  sound-isolating  ear- 
phones—even if  you  turn  them  up.  There  is 
no  hiding  these  buds;  they  fit  over  your  ears 
instead  of  inside  them.  F 
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Trouble 


Barr  Pharmaceuticals  must  prorr 
contraceptive  without  inflami 


troversial 
mdable  foes. 

BY  MARY  ELLEN  EGAN 


Mainstreaming  "morning-after"  contraception:  Barr  Pharmaceuticals'  Carole  Ben-Maimon. 


MORNING-AFTER  CONTRACEPTIVES  HAVE 
been  available  by  prescription  in  the  U.S. 
since  1998,  but  that  doesn't  mean  they  are 
easy  to  get.  Carole  Ben-Maimon,  head  of 
research  at  Barr  Pharmaceuticals,  which  is 
buying  the  after-the-fact  contraceptive 
known  as  Plan  B,  is  flabbergasted  that  a 
pharmacist  at  an  Eckerd  drugstore  in  Denton,  Tex.  recently 
refused  to  fill  a  prescription  for  a  woman  who  said  she  was 
raped.  At  least  the  patient  had  a  prescription,  says  Ben-Maimon. 
"There  are  a  lot  of  women  who  don't  know  it  exists,"  she  sighs. 
The  pharmacist  has  been  "disciplined,"  says  Joan  Gallagher, 
an  Eckerd  spokesperson.  And  Barr  hopes  to  make  more 
women — and  pharmacists— aware  and  tolerant  of  emergency 
birth  control.  Ben-Maimon  says  the  company,  which  is  paying 
$20  million  for  Plan  B  and  its  maker,  Women's  Capital  Corp.,  will 
invest  "millions"  marketing  the  pill,  via  a  24-hour  information 
hotline,  print  ads  and  radio  spots.  The  topic  is  not  without  con- 
troversy. But  if  erectile  dysfunction  drugs  can  be  hawked  during  the 
Super  Bowl,  presumably  some  way  can  be  found  to  persuade  more 
drugstores  to  stock  Plan  B  and  more  women  to  ask  for  it.  Still 
pending:  a  proposal  to  have  the  F  >od  &  Drug  Administration  ap- 
prove it  for  over-the-counter  dish  button  'The  PDA  was  expected 
to  give  its  nod  Feb.  20,  but  has  del  It  cision  by  90  days.) 

Plan  B's  many  enemies  include  sot  le  members  of  Congress, 
who  fear  the  drug  will  encourag  ual  promiscuity  among 
teens,  and  people  who  object  to  iii>  '  works.  The  drug, 

which  costs  about  $25  and  must  be  <   72  hours  after 
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sexual  intercourse,  provides  a  concentrated  dose  of  the  synthetic 
hormone  progestin,  which  inhibits  ovulation.  If  ovulation  has 
already  occurred,  scientists  think  it  prevents  fertilization  of  an 
egg  or  implantation  of  a  fertilized  egg.  (It  does  not,  like  RU-486, 
terminate  a  pregnancy  after  implantation.) 

"For  some  women,  an  abortion  is  any  method  that  prevents 
the  implanting  of  a  fertilized  egg,"  says  Dr.  W.  David  Hager,  a 
physician  at  the  Women's  Care  Center  in  Lexington,  Ky.  Con- 
cerned Women  for  America  is  contemplating  a  letter-writing 
campaign  aimed  at  getting  stores  not  to  stock  the  drug.  Only 
1 8%  of  drugstores  in  California — one  of  five  states  that  allow 
pharmacists  to  dispense  emergency  contraception  without  a 
prescription — provide  Plan  B.  These  aren't  the  only  antsy 
providers.  James  Madison  University  in  Harrisonburg,  Va.  only 
recently  started  offering  morning-after  contraception  in  its 
health  center  after  banning  it  last  year. 

Such  challenges  may  make  it  difficult  for  Barr,  based  in 
Pomona,  N.Y.,  to  fulfill  its  plan  to  boost  Plan  B's  sales  to 
$30  million  by  2005  from  $10  million  last  year.  And  if  the  drug 
gets  OTC  approval,  it  will  be  fighting  on  unfamiliar  turf.  Barr 
usually  peddles  generic  drugs  and  prescription  contraceptives — 
drugs  that  don't  require  much  marketing  support.  "It's  going  to 
be  difficult  for  a  company  without  direct-to-consumer  experi- 
ence to  promote  a  product  like  this,"  says  James  Trussell,  who 
heads  Princeton  University's  Office  of  Population  Research. 

Ben-Maimon,  45,  insists  Barr  is  comfortable  with  a  long  ges- 
tation. "There's  clearly  a  huge  void  here,"  she  says.  "If  we  can  fill 
.\n\  ol  it,  we've  done  a  pretty  good  job."  F 
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Entrepreneurs 


SQUINTING  INTO  THE  BRIGHT 
Caribbean  sun,  Victor  Galan 
guides  his  68-foot  Buddy  Davis 
sportfisherman  boat  into  San 
r  Juan's  calm  harbor.  "Whenever 
things  get  this  good,  I  get  nervous,"  says 
Galan.  "We  have  to  worry  about  deficits, 
terrorists,  Iraq — I  just  don't  want  to  get 
caught  by  interest  rates." 

Still,  he  likes  his  chances  as  a  solo  pilot. 
Over  three  decades  Galan  has  almost 
singlehandedly  turned  R&G  Financial  into 
the  third-most-profitable  company  in 
Puerto  Rico,  with  50  mortgage  offices  and 
46  bank  branches  on  the  island  and  in 
Florida.  With  interest  rates  at  40-year  lows, 
R&G  wrote  about  28,000  mortgages  last 
year,  increased  its  assets  30%  to  $8.2  billion 
and  its  net  income  36%  to  $131  million. 
Its  stock,  which  trades  on  the  NYSE,  has 
nearly  quadrupled  since  2000.  That  makes 
Galan's  43%  stake,  added  to  other  assets  of 
his,  worth  $700  million.  Galan,  70,  is  set  to 
become  the  first  Puerto  Rican  on  The 
Forbes  400  list  of  richest  Americans.  (He 
pledged  allegiance  in  1967.) 

Born  in  Cuba,  he  was  a  financial  man- 
ager at  a  cement  company  when  Fidel  na- 
tionalized private  industry.  Galan  left  with 
his  wife  in  1961.  For  two  years  he  helped 
manage  some  lumber  mills  in  Honduras, 
but  with  the  Cuban  market  closed,  the 
business  dwindled  and  Galan  found  him- 
self liquidating  lumber  inventory  in  Puerto 
Rico,  where  he  decided  to  stay. 

The  U.S.  territory  was  replacing  Cuba 
as  the  most  d)  i  imy  in  the 

Caribbean,  thanks  1  (J.S. 

ufacturing  firms  lure 
worked  for  some  of  the 
eral  Foods  and  Hoover.  H 
ing,  though,  by  teaming  i 
Rodriguez  and  pairing  U.S 
estate  investment  trust  wit 
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Paradise 

Victor  Galan  escaped  Castro's  Cuba  for  Puerto! 
Rico's  American-style  capitalism.  Thanks  to  the 
mortgage  boom,  he  has  done  very,  very  nicely. 


construction  outfits  just  as  a  housing  boom 
was  getting  under  way. 

Setting  out  on  their  own  in  1972, 
Rodriguez  and  Galan  launched  R&G  Mort- 
gage, investing  $25,000  each  and  getting  a 
$50,000  loan  to  satisfy  the  minimum  capi- 
tal requirement  for  a  Federal  Housing 
Administration  license.  As  middlemen  they 
brought  loans — from  community  banks 
and  U.S.  mortgage  REITs  hungry  for  better 
yields — to  island  developers,  collecting,  say, 
$50,000  for  brokering  a  $5  million  con- 
struction loan.  Late  in  1972  Galan  bought 
out  his  partner  when  Rodriguez  took  a  job 
as  chief  of  staff  for  Puerto  Rico's  governor. 

Galan  survived  the  boom  and  bust  of 
construction  loans  by  branching  into  home 
mortgage  lending.  Smart  move:  Housing 
prices  appreciated  5%  even  in  slow  years. 
Galan  whipped  up  enthusiasm  among  his 
mortgage  office  managers  with  bonuses  of 
up  to  75%  of  their  salaries  if  they  reached 
quotas  for  new  loans.  R&G  and  rival  Doral 
Financial  fought  each  other  in  the  streets, 
advertising  heavily  in  newspapers  and  on 
billboards  to  induce  walk-in  traffic  at  their 
mortgage  offices. 

To  fund  those  mortgages  Galan  needed 
deposits.  In  1990  he  bought  a  small  (assets, 
$52  million),  failing  San  Juan  thrift,  inject- 
ing'$4.5  million  to  rebuild  its  dry-rotted 
balance  sheet.  He  drew  depositors  by  of- 

ng  slightly  higher  rates,  Saturday  hours, 
ov\  iocs  and  new  services — first  credit 

s,  i hen  brokerage  accounts  and  insur- 

e.  Galan  lound  synergies  where  he 


BY  NATHAN  VARDI 

could,  putting  a  mortgage  office  inside  or 
next  to  each  new  branch  of  R-G  Premier,  as 
he  called  the  bank. 

Saturdays  aren't  holidays  for  the  still 
hard-driving  Galan.  He's  usually  at  the  of- 
fice, following  up  on  orders  to  his  deputies 
and  sending  out  e-mails.  His  wife,  Nelida, 
is  struggling  to  get  him  to  take  her  to  Eu- 
rope on  vacation.  "The  boat  is  just  another 
office,"  says  Galan's  son,  Victor  Jr.,  a  40- 
year-old  R&G  vice  president.  Indeed,  the 
yacht  was  christened  My  Way  by  her  North 
Carolina  builders  because  they  were  con- 
stantly making  design  modifications  to  ac- 
commodate Galan's  wishes. 

It  pays  to  keep  on  top  of  things.  Like 
many  mortgage  bankers,  Galan  sells  off 
most  of  the  mortgages  he  writes  while  re- 
taining the  right  to  service  the  loans  (for  an 
annual  fee  of  about  0.5%  of  the  outstanding 
balance).  Also,  like  the  big  mortgage  issuers 
on  the  mainland,  he  has  a  habit  of  booking 
paper  gains  on  the  servicing  portfolio:  As 
soon  as  a  loan  is  closed,  he  books  as  income 
the  value  of  the  right  to  service  it.  (For  more 
on  this  controversial  practice,  see  p.  174.) 
R&G  has  servicing  rights  on  $  10.9  billion  of 
loans,  an  asset  it  values  at  $120  million. 

A  refinancing  boom  like  the  one  last 
year  is  a  mixed  blessing:  It  creates  gains 
from  new  mortgages  at  the  same  time  it 
forces  writedowns  of  servicing  rights  on 
old  mortgages,  which  vanish  sooner  than 
expected.  The  cooling  of  the  refi  boom 
could  hurt  earnings,  on  balance. 

Galan,  in  fact,  is  betting  that  Puerto 
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personalized  travel  services  that  include  the  Club's  private 

executive  jet  fleet  powered  by  Bombardier  Flexjet  . 

I-800-23O-931O     ■     www.DistinctiveRetreats.com 

a 

A.BERCROMBIE  &  KENT 
Destination  Ofu6s 


Resort  Residences  •  City  Clubs 
Private  Jets  and  Travel  Services  •  Abercrombie  &  Kent  Tours 

BOMBARDIER 

FLEXJET 


If  you  knew  cancer 

was  the  deadliest 

childhood  disease, 

you'd  be  in  a  hurry 

to  crow  up  too. 


Thirty  percent  of  children  with  cancer  today 
won't  live  long  enough  to  graduate  from 
college.  Our  kids  deserve  better.  Help 
us  support  research  that  can  help  them  live 
longer,  healthier  lives.  Call  1.800.458.6223 
#r  visit  www.ConquerKidsCancer.org. 
With  your  help  today,  we  can  give  them 
re  tomorrows. 


INC  OF  THE  END 
5HOO0  CANCER. 

'National  Childhood 
ricer  Foundation. 


Entrflpreneurs 


Ricans,  75%  of  whom  own  homes,  are  1 
likely  to  continue  refinancing  mortgages  I 
even  if  rates  shoot  up,  because  steady  house  1 
appreciation  means  islanders  continually 
tap  their  homes  to  support  spending  I 
habits.  Puerto  Ricans,  who  on  average  earn 
$1 1,000  a  year,  are  more  prone  to  falling  I 
behind  on  payments  than  mainland  Amer- 
icans, but  remarkably  less  likely  to  wind  up 
in  foreclosure.  R&G's  ratio  of  nonperform- 
ing  loans  to  total  loans  was  recently  2.3% —  I 
a  heart-grasping  four  times  the  U.S.  me- 
dian— but  at  0.32%  its  ratio  of  net 
charge-offs  to  average  loans  was  in  line  with 
that  of  similar  mainland  banks.  "Somehow 


By  the  Numbers 

P.R.  Oppo 


High  population  density  and  low  supply 
drive  Puerto  Rico's  housing  boom. 

^U    laO         Puerto  Rico's 
population  per  square  mile. 

The  size  of  R&G's 
average  residential  mortgage. 


Percentage  of  Puerto  Ricans 
io  live  in  urban  areas. 

Current 
housing  shortage  on  the  island. 

S&3339HI 

they  always  make  sure  to  come  up  with  the 
money  from  friends  or  family,"  says  Galan. 
The  other  hope  for  maintaining  growth 
rests  in  central  Florida,  where  in  2002  R&G 
bought  sleepy  Crown  Bank  for  $100  mil- 
lion, or  just  under  twice  book  value.  It's 
tough  trying  to  grab  business  from  much 
bigger  rivals  in  Florida  like  SunTrust,  Bank 
of  America  and  Wachovia.  So  Galan  is  tak- 
ing aim  at  the  450,000  Puerto  Ricans  liv- 
ing in  central  Florida.  He  slapped  the  name 
"R&G  Crown"  on  the  branches  and  injected 
new  ATMs,  telemarketers  and  lots  of  ads 
into  the  market.  In  less  than  two  years  as- 
sets there  have  nearly  doubled  to  $1.2  bil- 
lion. Galan  recently  bought  an  apartment 
in  Orlando,  where  he  now  spends  half  his 
time.  Meaning:  He's  just  getting  started. 
Forget  that  European  vacation.  F 
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Call  for 
Nominations 


If  you  know  a  business, 
business  owner  or  executive  making 
exceptional  investments  in  the  arts 
that  enrich  the  quality  of  life  of  a 
community,  help  the  arts  flourish, 
and  boost  employee  morale  and 
creativity,  nominate  them  for  a 
2004  Business  in  the  Arts  Award. 


2004  Business 

in  the  Arts  Awards 


These  prestigious  national  Awards, 
sponsored  by  the  Business 
Committee  for  the  Arts  (BCA)  and 
Forbes  Magazine,  have  been 
presented  annually  for  more  than 
35  years  to  recognize  businesses 
and  business  leaders  for  their 
exemplary  support  of  the  arts. 

For  more  information  about  the 
Business  in  the  Arts  Awards,  or  to 
nominate  a  business  (including  your 
own)  or  a  business  leader  (including 
yourself),  contact  BCA  or  visit 
www.bcainc.org. 

Deadline: 

May  3,  2004,  5:00  pm  EST. 


0BCA 


Business  Committee  for  the  Arts,  Inc. 

29-27  Queens  Plaza  North 
Long  Island  City,  NewVv,rk  11101 
1:718482-9900  F:  718482-9911 
www.bcainc.org 
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MARSICC 

FUNDS' 

Helping  you  appreciate  life 


At  Marsico  Funds,  the  investments  we  value  most  reach  beyond  the  financi 
world.  For  you  and  for  us,  sharing  hopes  and  dreams  with  family  is  wh 
truly  matters,  "f hot's  why  we  invest  in  our  funds  right  alongside  you.  Becau: 
all  of  us  want;|o  experience  more  of  what  we  truly  value  in  life.  Life  itse 
You  should  'consider  the  Funds'  investment  objectives,  risks  and  charge 
and  expenses  carefully  before  investing.  For  a  prospectus,  which  contaii 
o'lher  information  about  the  Funds,  call  888-860-8686  or  vi. 
arsicorOnds.com.  Please  read  the  prospectus  carefully  before  investing. 
ual  fund  investing  involves  risks,  including  the  possible  loss  of  principal.  , 
W2004  Marsico  Capital  Management,  LLC.  UMB  Distribution  Services,  LLC,  Distribute] 
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ESTATE  PLANNING 


Florida  or  Bust 

Suddenly  it  matters  a  lot,  for  death  taxes,  where  you  die  I  by  ashlea  ebeling 


AN  ILLINOIS  MANUFACTURING  COMPANY  FOUNDER 
in  his  late  80s  went  to  a  lawyer  last  year  for  advice 
on  updating  his  estate  plan.  He  came  away  with  a 
real  estate  tip:  Move  to  Florida.  Chicago  lawyer 
David  Herpe  advised  the  fellow  that  if  he  died  in 
2004  his  S50  million  estate  could  owe  $7.5  million 
in  tax  to  Illinois — on  top  of  the  $21  million  it  would  have  to 
fork  over  to  the  feds.  But  if  he  changed  his  legal  residency  to 
Florida,  where  he  owned  a  condominium,  his  heirs  would  pay 
onlv  federal  tax.  Hello,  Sunshine  State. 

A  Tennessee  woman  in  her  90s  is  packing  for  Florida,  too. 
Her  move  will  save  $180,000  in  state  tax  on  her  $2.85  million 
estate,  figures  Walter  Lee  Davis  Jr.,  a  Johnson  City,  Tenn.  attor- 
ney advising  her  sons.  But  while  some  folks  are  moving,  other 
families  haven't  a  clue  that  state  death  taxes  can  take  a  big  bite. 
They're  going  to  get  a  surprise,"  warns  Davis. 

The  ignorance  is  understandable.  Until  2001  most  states 
imposed  only  a  painless  state  "pickup"  estate  tax.  Since  an  estate 
got  a  100%  credit  against  its  federal  estate  tax  bill  for  this  pickup 
tax,  the  state  levy  was  almost  invisible. 

Then  Congress  pulled  a  fast  one.  As  part  of  the  2004  tax  cut, 
it  raised  the  exemption  from  federal  estate  taxes  and  lowered 
estate  tax  rates.  But  it  financed  the  federal  breaks  in  part  by  cut- 
ting the  credit  for  state  taxes  paid — to  75%  of  state  taxes  in  2002, 
50%  in  2003,  25%  in  2004  and  0%  in  2005.  That  left  states  a 
hard  choice:  Forgo  estate  tax  revenue  or  impose  an  estate  tax 
that  would  cost  real  money  and  might  drive  weaJthy  folk  away. 
The  good  news  for  heirs  is  that  25  states,  including  Califor- 
nia, Texas  and  Florida,  are  swallowing  the  revenue  loss.  They're 


Time  to  Move? 

Here's  the  current  state  death 
tax  lineup.  But  watch  out:  The 
laws  remain  in  flux.  More  work 
for  the  lawyers. 


collecting  only  the  amount  of  estate  tax  the  feds  give  a  credit  for, 
meaning  that  as  of  next  year  they'll  get  zip.  But  residents  of  the 
other  states — and  sometimes  folks  who  simply  own  property  in 
one  of  them — face  a  potentially  expensive  mess. 

Some  states  have  set  lower  exemptions  from  estate  tax  than 
the  feds,  meaning  even  smaller  estates  can  get  hit;  others  allow 
the  full  federal  exemption,  but  above  that  levy  taxes  at  rates  of  up 
to  16%.  Note  that  the  25%  credit  for  2004  reduces  that  16%  to 
an  effective  1 2%  state  tax  bite;  in  2005  there's  no  credit  but  state 
taxes  will  be  deductible  from  a  federally  taxable  estate,  making 
the  effective  top  state  rate  a  lower  9% — go  figure. 

What  about  the  exemption  level?  Someone  dying  this  year 
or  next  can  leave  $1.5  million  to  children  and  other  nonspousal 
heirs  federally  tax  free.  (Money  left  to  a  spouse  is  not  taxed.)  In 
2006  the  federal  exemption  rises  to  $2  million  and  in  2009  to 
$3.5  million.  But  New  Jersey,  Rhode  Island  and  Wisconsin  have 
capped  their  exemptions  at  just  $675,000.  If  a  resident  of  one  of 
those  states  leaves  $1.5  million  to  his  kids,  his  estate  must  fork 
over  $64,400  to  the  state.  Massachusetts  and  Oregon  are  raising 
their  exemptions  slowly— to  $850,000  this  year,  $950,000  in 
2005  and  $1  million  through  2009. 

Meanwhile,  a  dozen  states  still  impose,  in  addition  to,  or 
instead  of,  estate  taxes,  quirky  "inheritance"  taxes,  usually  based 
on  the  relationship  of  the  heirs  to  the  deceased.  Some  inheri- 
tance schemes  allow  unlimited  money  to  go  tax  free  to  lineal 
relations — kids,  grandkids  and  parents.  Others  are  downright 
greedy;  Indiana  taxes  bequests  over  $100,000  to  kids  or  grand- 
kids  and  anything  over  $500  left  to,  say,  a  sister  or  live-in  lover. 

Then  there's  New  York,  where  the  exemption  is  $1  million. 


Retire  Here  in  Peace: 

25  states.  You  needn't  worry  about  state  estate  taxes  if 
you  live  and  die  in  one  of  these  heir-friendly  states. 


Alabama 

Georgia 

New  Mexico 

Alaska 

Hawaii 

North  Dakota 

Arizona 

Idaho 

South  Carolina 

Arkansas 

Michigan 

South  Dakota 

California 

Mississippi 

Texas 

Colorado 

Missouri 

Utah 

Delaware 

Montana 

West  Virgira 

Florida 

Nevada 

New  Hampshire 

Wyoming 
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Out-of-staters  who  own  New  York  property  face  a  nasty  estate 
tax  glitch — the  way  the  New  York  law  is  written,  if  you  die  in 
Florida  with  a  $20  million  estate  and  own  a  $200,000  summer 
cabin  in  the  Adirondacks,  New  York  could  claim  it's  owed  $2 
million  in  tax  on  the  whole  $20  million,  says  New  York  lawyer 
Jonathan  Rikoon.  The  solution:  Put  the  cabin  and,  importantly, 
all  its  contents,  in  a  limited  liability  company. 

Worse,  the  laws  keep  changing.  Under  the  current  looney 
federal  regime,  the  estate  tax  disappears  in  2010  and  reappears 

in  2011  with  just  a  $1  million 
exemption.  Connecticut's  law  is 
just  as  silly:  Die  between  July  1 , 
2004  and  Dec.  31,  2004  and 
your  estate  could  get  hit  with  a 
state  estate  tax.  Through  2007 


death,  your  heirs  take  on  your  basis  in  the  assets  and  lose  the 
step-up  in  basis  they'd  get  if  they  inherited  them.  So  weigh  the 
state  estate  taxes  saved  by  making  a  gift  against  the  extra  capital 
gains  taxes  (federal  and  state)  your  heirs  might  owe.  Herpe  sug- 
gests a  way  to  save  on  both:  Set  up  a  line  of  credit  at  a  bank  and 
authorize  an  agent  to  trigger  it  if  you're  near  death.  The  bor- 
rowed cash  is  given  to  your  heirs  before  you  die,  and  your  estate 
is  left  with  appreciated  assets  (which  get  the  step-up)  and  a  load 
of  debt,  which  reduces  the  net  taxable  value  of  the  estate. 

Even  if  you're  not  near  death,  take  a  fresh  look  at  your  estate 
plan.  Many  well-off  couples  have  wills  designed  to  preserve  the 
exemption  of  the  first  spouse  to  die  without  leaving  the  survivor 
short  of  cash.  On  the  death  of  the  first  spouse,  the  amount  of  his 
or  her  federal  exemption  is  put  into  a  "bypass"  trust  for  the  kids, 
with  the  remainder  going  directly  to  the  survivor.  The  income  of 


If  you  live  in  a  death  tax  state  and  don't 
want  to  move,  start  making  annual  gifts. 


there's  an  inheritance  tax,  too. 

"I  tell  clients  to  do  the  best  plan,  tell  me  che  day  you're  going 
to  die,  the  day  your  spouse  is  going  to  die  and  the  state  of  the 
federal  and  state  estate  tax  laws  when  you  both  die,"  sighs 
Racine,  Wis.  lawyer  Timothy  Crawford.  His  state  enacted  an 
estate  tax  in  2001  that's  supposed  to  disappear  in  2008. 

If  you  live  in  a  state  with  a  death  tax,  what  can  you  do 
besides  move?  One  option  is  to  give  away  assets  before  you  die. 
Any  individual  can  give  anyone  else  $1 1,000  a  year  without  wor- 
rying about  federal  or  state  gift  taxes.  So  a  couple  can  give  their 
two  married  kids,  the  kids'  spouses  and  their  four  grandchil- 
dren, a  total  of  $176,000  a  year.  You  may  also  be  able  to  save  with 
large  "deathbed"  gifts.  Such  last-minute  gifts  won't  cut  federal 
transfer  taxes,  but  can  save  on  state  death  taxes  in  states  that 
don't  have  their  own  gift  taxes.  (Most  don't.)  Make  sure  your 
durable  power  of  attorney — the  document  appointing  someone 
to  make  decisions  for  you  if  you're  incapacitated — allows  that 
designate  1 1  •  make  large  gifts. 

Warning.  ay  appreciated  assets  before  your 


the  trust,  and  its  principal  if  needed,  are  available  to  the  survivor. 
Say  the  survivor  is  the  wife.  When  she  dies,  what's  in  the  trust 
bypasses  her  estate  and  goes  directly  to  the  kids,  tax  free. 

But  if  the  bypass  trust  is  funded  for  the  full  $1.5  million,  and 
your  state  exemption  is  just  $675,000,  your  estate  will  have  to 
pay  state  taxes  on  the  difference.  And  if  your  bypass  is  funded 
for  only  $675,000,  and  your  spouse  dies  later  with  a  federally 
taxable  estate,  your  heirs  will  be  hit  by  extra  federal  tax. 

Tennessee  attorney  Davis'  solution  is  to  create  a  bypass  trust 
equal  to  his  state's  exemption — now  $850,000 — and  a  special 
"QTIP  gap  trust"  funded  with  the  $650,000  difference  between 
the  Tennessee  and  federal  exemptions.  When  the  second  spouse 
dies,  any  funds  left  in  the  gap  trust  are  exempt  from  federal,  but 
not  Tennessee,  estate  tax.  Sadly,  not  all  states  allow  this  ploy 

Another  option:  a  disclaimer  trust.  When  the  first  spouse 
dies,  everything  goes  to  the  survivor,  who  then  has  nine  months 
to  decide  whether  to  keep  them  outright  or  "disclaim"  them 
into  a  bypass  trust.  The  key  here,  says  Crawford,  "is  to  permit 
tax  planning  to  take  place  even  after  death."  F 


Residents  of  h 
must  worry  aboui  st; 
special  inheritance  i 


Targeted 

Depending  on  who  gets  the  moi; 
estate  may  owe  an  "inhei  i 


Shakedown:  19  states. 

these  locales  and  are  worth  more  than 
your  estate  could  be  hit  with  state  tax. 


If  you  live  in  one  of 
the  listed  amount, 
Start  planning. 
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Connecticut 

Nebraska 

Indiana 

New  Jersey 

Iowa 

Ohio 

Kentucky 

Oklahoma 

Louisiana1 

Pennsylvania 

Maryland 

Tennessee 

Through  June  30. 
Sources:  CCH:  Center 
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iudget  &  Policy  Pnonties 
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s 

■   Match  i  ■ 

Connecticut 
$1,000,000 

Minnesota 
$850,000 

■ 
Oregon 

$850,000 

Illinois 
$1,500,000 

Nebraska 
$1,000,000 

Rhode  Island 
$675,000 

Kansas 
$850,000 

New  Jersey 
$675,000 

Vermont 
$1,500,000 

Maine 
$850,000 

New  York 
$1,000,000 

Virginia 
$1,500,000 

Maryland 
$1,500,000 

North  Carolina 
$1,500,000 

Washington 
$850,000 

Massachusetts 
$850,000 

Ohio 
$3,100,000 

Washington,  D.C. 
$1,000,000 
Wisconsin 
$675,000 
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IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS. 


IF 
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A  I      WORK 


a^l 


Hi  R  0      AS      WE      P  L  A  Y. 


TELL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED. 
THAT  ALL  THE  RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED. 
THAT  YOUR  PEOPLE  ARE  LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING 
TO  BE  THERE  FOR  THEM  ANY  TIME,  CAY  OR  NIGHT.  THAT  "HARD  WORK"  AND  "LAS  VEGAS- 
ARE  NOT  MUTUALLY  EXCLUSIVE  TERMS.  LET  THEM  KNOW  IT'S  OK  TO  SUGGEST  LAS  VEGAS. 
THEN  TELL  THEM  TO  VISIT  LVCVA.COM   OR  CALL  702-892-0711.  YOU'LL  BE  A  HERO   IN  THEIR   EYES. 
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NUMBERS  GAME 


The  Art  of  Unhatched- 
Chicken  Accounting 

Mortgage  issuers  are  permitted  to  count  future  revenues  as  profits  today. 
Some  of  them  take  this  rule  to  extremes  I  by  Elizabeth  macdonald 


COUNTRYWIDE  FINANCIAL  CORP., THE 
mortgage  issuer,  really  raked  it  in 
during  last  year's  rush  to  refinance. 
Profit  nearly  tripled  in  2003  to  $2.4  billion 
on  $8.5  billion  in  revenue. 

Or  did  it?  Key  to  that  profit  figure  was 
Countrywide's  ability  to  count  future 
mortgage-servicing  income  as  income 
today  Pdght  there  on  Countrywide's  2003 
earnings  release  is  $6.1  billion  in  gains 
from  the  sale  of  loans  and 
securities.  These  gains,  by 
and  large,  do  not  take  the 
form  of  cold,  hard  cash. 
Instead  they  represent 
mostly  prospective  future 
profits  from  servicing  mort- 
gage portfolios.  In  other 
words,  unhatched  chickens. 
"Servicing"  means  collecting 
the  monthly  payments  and 
hitting  the  late  payers  up  for 
penalties. 

Counting  future  servic- 
ing revenue  is  perfectly  legal 
in  the  mortgage  industry; 
without  it  many  lenders  that 
are  in  an  objective  sense 
doing  quite  well  would  look 
as  if  they  were  headed  for 
bankruptcy.  The  problem  is  that  counting 
future  income  involves  a  certain  amount 
of  guesswork,  and  sometimes  those 
guesses  prove  to  be  too  optimist    .  In  the 
first  nine  months  of  2003  Co 
had  to  take  writedowns  of  $1» 
its  mortgage-servicing  portfolio.  ( 
made  in  earlier  years,  that  is,  turne 
to  be  too  optimistic  Whoops,  some  ol 
chickens  never  made  it  out  ol  the  she: 
Take  a  writedown. 

Mortgage  issuers  differ  greatly  in  thei 


tendency  to  suffer  these  writedowns  occa- 
sioned by  faulty  assumptions.  Some,  like 
Countrywide,  seem  to  have  more  than 
their  share.  Other  lenders,  like  Golden 
West,  seem  to  be  more  conservative  (see 
table).  The  writedowns  usually  show  up 
on  income  statements  as  "impairment  of 
mortgage-servicing  rights." 

The  reported  net  income  figures,  to 
be  sure,  are  net  of  the  impairment 


Guesswork 

The  top  four  banks  have  taken  significant  charges  for  impairment 
of  their  mortgage-servicing  rights.  The  bottom  three  have  not. 

Recent        52-week                  Impact  of 
Company                                  price             high            P/E      charges1 

BAD  EGGS 

Countrywide  Financial 

$88.71 

$91.00 

7 

72% 

Downey  Financial 

53.94 

54.34 

15 

77 

IndyMac  Bancorp 

33.44 

33.90 

12 

36 

Washington  Mutual 

44.93 

46.85 

11 

18 

GOOD  EGGS 

Golden  West  Financial 

108.05 

108.20 

15 

0 

GreenPoint  Financial 

44.90 

47.30 

12 

0 

New  Century  Financial 

48.78 

51.80 

7 

0 

Prices  as  of  Feb.  18.  'Total  of  impairment  charges  for  2002  and  2003  as  share  of 
mortgage-servicing  asset  (except  New  Century  asset  is  for  2002). 
Source:  Reuters  Fundamentals  via  FactSet  Research  Systems. 

year-end  2001 

charges.  But  the  charges  are  nonetheless 
unsettling,  says  Mark  Agah,  an  analyst  at 
Portales  Partners,  an  investment  boutique 
in  New  York  City.  In  a  busy  year  for  refi- 
nancing, the  huge  profits  lo  he  made 
from  issuing  new  loans  soften  the  blow 
Mini  impairment  charges.  What  happens 
the  refi  boom  cools  off?  Ideally  the 
irmenl  charges  will  recede  as  quickly 
-  the  gush  of  revenue  from  new  loans, 
the    n  ight  not.  That's  the  problem 
guesswork  ao  ounting. 


Countrywide  is  certainly  not  unusual 
in  wrapping  its  business  around  the  eco- 
nomics of  servicing  mortgages.  The 
value  of  servicing  rights  represents  a  sub- 
stantial part  of  the  revenues  for  mortgage 
lenders,  says  analyst  Daniel  Michles  at 
Moody's  Investors  Service.  That  may  be 
one  reason  investors  are  not  exactly  in 
love  with  mortgage  issuers.  Country- 
wide, one  of  the  country's  busiest  mort- 
gage issuers  (with  a  volume 
of  $435  billion  last  year), 
trades  at  a  mere  seven  times 
trailing  earnings.  Another 
problem  is  that  refinancing 
has  already  cooled  off.  The 
Mortgage  Bankers  Associa- 
tion projects  that  overall 
mortgage  issuance  will  fall 
to  $2  trillion  this  year,  a 
steep  plunge  from  last  year's 
$3.8  trillion. 

To  see  how  lenders  get 
into  the  murky  waters  of 
future-income  estimation, 
consider  what  happens 
when  a  lender  commits  to  a 
hypothetical  $100,000  loan. 
It  may  sell  off  the  IOU  on' 
Wall  Street  (or  to  Fannie 
Mae,  for  example)  for  $100,000  or  a  bit 
more.  If  it  retains  the  right  to  service  the 
loan,  it  can  count  on  an  income  stream 
of  (typically)  0.37%  of  the  loan  balance 
annually,  says  Stanislas  Rouyer,  senior 
vice  president  at  Moody's.  That's  $370  a 
year  to  start.  If  the  loan  lasts  for  seven 
years,  that's  $2,590  coming  in.  Now  sub- 
tract future  servicing  costs — salaries  for 
the  people  who  dun  late  payers  and  so 
on.  Now  take  a  further  haircut  for  the 
fact  that  a  dollar  coming  in  years  hence. is 
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The  bank  of  David  and  Natalie 


has  helped  successful  individuals  for  nearly  a  century 


understands  how  to  build  wealth 


provides  a  private  banker  for  every  need 


ow  to  protect  wealth 


thinks  trust  is  more  than  a  legal  term 


Invest  in  you 


Union 

Bank  of 
California 


The 

Private 

Banksm 


Banking  Services  •  Trus  ?  •  Investment  Management 

Beverly  Hills  Irvirv  Lcs  Angeles  Palo  Alto  Portland  Rancho  Mirage  Sacramento 

San  Diego  San  Francisco  San  Jose  Seattle  Tacoma  Walnut  Creek 

©2004  Union  Bank  ol  California,  N  A  Member  FDIC 


Money  &  Investing 

worth  less  than  a  dollar  in  the  bank 
today.  You  might  wind  up  with  $1,000 
as  the  putative  value  of  the  right  to 

service  a 
$100,000 
mortgage. 


portion  of  the  mortgages  that,  not  quite 
final,  are  the  subject  of  interest  rate  com- 
mitments to  borrowers. 

That's  counting  the  chick  before  the 


the  end  of  its  fiscal  2003  year.  Block  notes 
correctly  that  what  it  does  is  totally  within 
the  rules. 

If  you  want  to  buy  into  a  mortgage 


egg  is  laid.  The  Financial  Accounting  •    company  or  thrift,  take  a  look  at  its  his- 
Standards  Board  has  proposed  to  oudaw     tory  of  impairment  charges  for  a  clue  as 

to  how  aggres- 

There  is  guesswork  at  every  turn. 


In  refinancing  booms,  loans  don't 
last  for  seven  years. 


But  who  knows?  There  is  guesswork 
at  every  turn.  You  don't  know  what 
your  future  salaries  will  be.  You  especially 
don't  know  how  long  the  loan  will  stay  on 
the  books.  In  refinancing  booms,  loans 
don't  last  for  seven  years. 

If  such  accounting  already  wasn't 
sketchy  enough,  some  lenders  have 
pushed  it  beyond  this  point.  They  count 
not  just  the  value  of  servicing  for  mort- 
gages on  the  books  but  also  the  prospec- 
tive future  value  of  servicing  rights  for  a 


this  particular  maneuver.  Washington 
Mutual  and  Flagstar  Bancorp  used  to 
indulge  in  it,  but  backed  off  in  anticipa- 
tion of  the  FASB  move.  IndyMac  Bancorp 
still  counts  these  futuristic  gains. 

Another  slick  maneuver  has  been  per- 
fected by  the  mortgage  lending  arm  of  tax 
preparer  H&R  Block.  Block  sells  its  loans 
to  off-balance-sheet  vehicles  so  it  can 
book  gains  about  a  month  earlier  than  it 
otherwise  would.  The  company  had  $75 
million  of  these  chicklets  on  its  books  at 


sive  it  is  in  its 
accounting. 
Golden  West, 
New  Century 
and  GreenPoint 
Financial  (due 
to  be  acquired  by  North  Fork)  have 
pretty  conservative  accounting,  says 
Agah,  the  analyst  at  Portales.  They  man- 
aged to  get  through  the  refinancing 
boom  of  the  past  two  years  without  any 
net  impairment  charges.  By  contrast 
Washington  Mutual,  the  nation's  largest 
thrift,  has  booked  $1.1  billion  in  impair- 
ment charges  over  the  past  two  years,  a 
sum  that  comes  to  a  sixth  of  the  $6.2  bil- 
lion mortgage-servicing  asset  it  recorded 
at  the  outset  of  2002.  F 


Is  it  possible  to  be  nostalgic 
for  a  place  you've  never  been  tl 

Welcome  to  a  spectacular  new  luxury  resort  that  feels  as  nati 
as  a  place  you've  known  your  whole  life.  A  place  nestlec 
the  heart  of  Colorado's  San  Juan  Mountains  that's  filled  v 
an  endless  array  of  outdoor  activities,  giving  new  meaning 
the  words  "nature's  playground."  A  place  where  magnific 
accommodations,  state-of-the-art  business  facilities  an 
world-class  restaurant  are  situated  on  275-acres  of  pris 
country.  A  place  where  meetings  prosper,  couples  celebi 
and  sportsmen  thrive.  Welcome  to  Elk  Mountain  Resort. 

Opening  April  2004 


ELK  MOUNTAIN  RESORT 


WIST  OUTSIDE  OF  TELLURIDE.  CO 


These  days,  it's  not  enough  to  just  swim  with  the  sharks. 


Hawker  400XP 


Starting  at  S387.500    (1/ 16<h  share) 


Make  it  a  more  level  playing  field  in  an  affordable  Flight  Options  jet. 
The  hiw  Hawker  400XP  comes  equipped  with  everything  you 
need  to  fe;£gin  your  fractional  jet  ownership  experience.  If  you'd 

*         -0 

like  more  information,  call  us  at  877.703.2348  or  visit  our  Web  site. 


Fractional  shares  available  on  the  following  models:  tfegacy,  Challenger  601,  Citation  X, 
Hawker  800XP,  Citation  650,  Citation  V,  HawCr  4'00XP,  Beechjet  400A,  CitationJet  and  King  Air 
B200.  Flight  Options,  LLC  is  an  affiliate  of  RaMheon  Company. 


,    flightoptions.com 


MAKERS  &  BREAKERS 


For  more  financial  stats,  go  to  www.forbes.com/makers. 

Cat's  in  the  Bag 

A  global  recovery,  vast  construction  demand,  a  weak  dollar  aid- 
ing U.S.  exports.  What  could  be  better  for  caterpillar  (77,  cat), 

the  world's  largest  maker  of  earthmoving  equipment?  Add  in 
that  Cat  is  expanding  in  the  hot  China  market  and  that  rising 
commodity  prices  are  boosting  demand  for  its  mining  equip- 
ment. In  a  grand  postrecession  recovery,  Cat  finished  2003  with 
a  38%  earnings  increase  to  $1.1  billion  on  revenue  of  $22.7  bil- 
lion, up  13% — a  sweet  circumstance  following  two  years  of 
dropping  net  income. 

The  stock  has  done  well  in  the  past  year,  but  Credit  Suisse 
First  Boston  analyst  John  E.  McGinty  says  it  will  keep  plowing 
ahead.  One  drag  on  the  shares  is  the  risk  of  currency  losses;  half 
Cat's  revenue  is  outside  North  America.  But  the  currency  con- 
cern is  overblown,  says  McGinty  in  a  recent  report.  He  sees  a 
longer-term  upside  driven  by  recovering  Asian  and  Latin  Amer- 
ican economies  and  commodity  prices  (oil,  gas,  minerals).  This 
should  help  drive  sales  of  big  machinery  and  trucks  (74%  of 
operating  profit).  Fourth-quarter  sales  accelerated  20%  (double 
expectations)  and  should  keep  driving.  At  25  times  trailing  and 
1 7  times  projected  earnings,  it  is  in  line  with  rival  Deere  &  Co. 

— Mark  Tatge 


Software  Sahib 

India  hasn't  gotten  so  much  attention  in 
the  West  since  Rudyard  Kipling's  day. 
Amid  all  the  fears  about  shifting  U.S. 
tech  work  to  the  Subcontinent,  INFOSYS 
TECHNOLOGIES  (87,  INFY)  stands  out  as  a 
major  job  threat — or  investor  opportu- 
nity. A  tidy  70%  of  Us  sales  come  from 
U.S.  companies  looking  to  cut  costs  by 
outsourcing. 

India's     largos 
public  softwar 
porter  (only  private 
Tata  Consultant ; 
vices  is  bigger  in  tedi  I 
racked  up,  in  its  first 
three  fiscal  quarters, 
earnings  of  $194  mill. 
of  the  previous  fiscal  year.  Revent 
ploded41%  to  $760  million. 

[nfosys  American  Di  teceipts 

trade  at  a  heady  56  tinu  im- 

ings.  Ashish  Thadhani  of  Bi 
(  o.  says  that's  justified,  gn 
parry's  growth  rate  And  impn 
for  its  software.  — Lisa  J 


Heartbreak  Hotel        Heal  Thyself 


The  triple  whammy  of  recession,  terror- 
ism and  SARS  made  life  hellish  for  the 
lodging  industry.  Things  are  looking  up 
at  luxe  FOUR  SEASONS  (55,  FS),  where  rev- 
enue per  available  room  in  the  Septem- 
ber-ended quarter  grew  at  an  impressive 
10.6%,  compared  with  an  industrywide 
increase  of  only  2.4%.  Four  Seasons  was 
able  to  raise  rates.  Still,  the  chain  suffered 
a  $6  million  loss  during  2003's  first  nine 
months   amid   a    7%   sales   drop   to 
lillion.  Plus,  archcompetitor  Ritz- 
idding  more  hotels, 
iher  of  Credit  Lyonnais  Secu- 
i  St  '.sons  expanding  earn- 
04  to 
! 

- 
30  i. 
si     k  is  t 
I 
1     II 

}ale,  oner  at  $40. 
— Christopher  Hebnan 


Stock  price 


The  stock  of  the  largest  U.S.  hospital 
company,  40,000-bed  HCA  (43,  HCA),  is  up 
50%  from  lows  hit  last  April  when  it 
missed  the  consensus  forecast  by  six 
cents.  A  program  of  share  buybacks,  debt 
reduction  and  higher  dividends  has  been 
a  key  part  of  that  recovery.  In  2003  earn- 
ings leapt  64%  to  $1.3  billion  on  revenue 
of  $21.8  billion,  up 
11%.  But  Sheryl  R. 
Skolnick,  analyst 
with  Fulcrum  Global 
Partners,  doesn't 
expect  the  stock  to 
keep  those  gains. 

At  issue  is  the 
cost  of  care  for  the  uninsured,  beyond 
HCA's  control.  While  patient  intake  is  up, 
adjusted  cash  flow  per  admission  is  down 
8%  because  of  nonpayers.  Skolnick  says 
limited  job  growth  means  this  problem 
isn't  going  away.  Despite  its  seemingly 
reasonable  multiple  of  16  times  trailing 
earnings,  we  say  the  stock  is  too  rich. 
Short  and  cover  at  $37.   — Daniel  Kruger 
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Can  your 

network 

think 

for  itself? 


OPERATE  PROACTIVELY.  Can  your  network  make  decisions?  Can  it  see  two  moves  ahead?  Anticipate  your  needs? 
Resolve  its  own  issues?  Defuse  problems  before  they  happen?  AT&T  designs  user-centered  networks  that 
intelligently  monitor  events  across  systems  and  applications,  resulting  in  faster  diagnosis  and  automatic  restoration. 
Which  adds  up  to  less  downtime  for  your  mission-critical  applications,  and  more  time  for  your  IT  department 
to  think  about  other  things  CAN  YOUR  NETWORK  DO  THIS?  For  a  positive  answer,  just  call  1-888-889-0234. 


AT&T 

The  world's  networking  company5 


att.com/networking  eacmAw 


Portfolio  Strategy  |  Ry  Kenneth  L.  Fisher 

Bush's  Bull  Market 


I  SAID  LAST  MONTH  THAT  THE  WORLD  STOCK  MARKET 
should  be  up  20%  in  2004,  and  I'm  sticking  to  the  forecast. 
As  I  see  it  there  are  only  two  plausible  outcomes  for  stocks 
this  year,  either  a  loss  or  a  very  big  gain.  A  loss  is  very 
unlikely.  So  I  see  a  good  20%  as  the  result  to  bet  on. 
My  reasoning,  detailed  at  some  length  in  my  Mar.  3,  2003 
and  Feb.  4,  2002  columns  (see  forbes.com/fisher),  has  to  do  with 
betting  against  the  crowd.  I  build  bell  curves  of  forecasts  by  mar- 
ket pros,  and  then  work  on  the  assumption  that  the  end  result 
will  be  anywhere  but  the  middle  of  the  curve — because  markets 
have  a  way  of  surprising  the  pros.  Not  surprising  every  fore- 
caster, to  be  sure,  just  the  ones 
who  stick  close  to  the  consensus. 
This  year  the  hump  in  the 
curve  spans  from  flat  to  being 
up  20%.  Expect  the  market  to 
land  outside  that  range.  That 
means  if  you  agree  that  we  are 
not  going  to  have  a  bear  market 
in  2004,  you  should  expect 
very  good  year  for  equities. 

I  also  expect  less  variation 
between  markets  than  we  saw  in 
recent  years.  Why?  The  bell 
curves  from  various  countries 
and  sectors  fit  together  that  way 
now.  The  same  line  of  reasoning 
tells  me  that  global  interest  rates 
will  be  much  more  benign  than 
forecasters  expect.  My  most  controversial  forecast  may  be  about 
currencies.  The  consensus  is  that  the  dollar  will  suffer  a  further 
weaken  ii  :  a  world  basket  of  currencies.  I  expect  the 

greenback  to  strengthen  by  year-end. 

We  m  me  other  surprises  this  year — sur- 

prises thai  -bine  to  help  the  stock  market.  One  of  them 

is  a  reduc  tio  k  of  terrorism  (the  consensus  is  more  or 

less  that  v\  'estruction).  Another  positive 

surprise:  Comi  budget  deficits  will  twist 

unexpectedly  t<  today's  consensus. 

md  the  U.S. 

n  year.  Elec- 

,  the  history 

•    been  only 

st  as  the 

,  I  War  II 
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bullish  tendency 

can  be  found  in 

years  when  we 

reelect  Presidents. 

Markets  hate 

uncertainty.  An 

easy  reelection 

makes  investors 

feel  less  uncertain. 


Politics  favoi 
will  tug  overseas  u 
tion  years  tend  t< 
of  the  S&P  500  Index, 
three  presidential  dec 
Great  Depression  both, 
began  in  1940  (and  Roosevi 


a  third  term)  and  finally  as  ,   up        '00.  It 

takes  a  big  problem,  in  otlic  .;    ic 

momentum  ol  an  election   i 


When  we  have  Presidents 
seeking  reelection,  it's  more 
bullish  than  years  of  open  races, 
like  2000  was.  Markets  hate 
uncertainty.  An  easy  reelection 
makes  investors  feel  less  uncer- 
tain. Better  the  devil  they  know. 
I  am  no  fan  of  George  W. 
Bush,  but  I  predict  he  will  be 
reelected  easily.  Even  if  I  am 
wrong,  we  still  have  an  election 
year,  and  it's  still  more  likely  to 
be  a  year  with  a  20%-plus  gain  than  a  year  of  loss.  (And  if  you 
are  a  Bush  fan,  please  don't  hate  me.  I  have  bad  things  to  say 
about  most  Presidents,  Democrat  or  Republican;  my  eccen- 
tric pick  for  favorite  President  is  Millard  Fillmore.) 

In  the  whole  20th  century  we  refused  reelection  to  only 
five  residents  of  the  White  House:  Taft,  Hoover,  Ford,  Carter 
and  Bush  the  elder.  Also  note  that  the  Democrats  are  going 
to  nominate  a  senator,  and  there  have  been  only  two  Presi- 
dents of  either  party  ever  elected  straight  from  the  Senate 
floor:  Harding  and  Kennedy.  Recent  Senate  losers  include 
Dole,  McGovern  and  Goldwater.  For  that  matter,  who  was 
the  last  Democrat  elected  who  wasn't  southern?  Kennedy. 
And  who  last  won  advocating  tax  hikes?  Gotcha! 

There  is  more  to  favor  a  Bush  win.  He's  in  the  majority 
party.  He  has  an  overwhelming  campaign  fundraising  advan- 
tage. Our  economy  is  now  too  strong  to  throw  out  an  incum- 
bent. Bush  defines  the  Democrat  more  than  vice  versa.  It's  a 
cakewalk,  becoming  clear  by  November.  By  then  you  will  see 
higher  prices  on  stocks. 

So  buy  names  like  these:  Switzerland's  ABB  Ltd.  (6,  abb),  a 
global  leader  in  power  and  automation  technology.  It  is  a  lever- 
aged play  on  global  economic  recovery  and  inexpensive  at  40% 
of  revenue.  So  is  Dutch-based  Equant  (10,  EOT).  Little  known  as  a 
stock  name,  Equant  provides  customized  telecom  network 
design  and  integration  for  thousands  of  businesses  across  every 
big  country.  It  sells  at  1.5  times  revenue. 

Also  Swiss  is  Alcon  (64,  ACL),  the  world  leader  in  eye  care 
products  and  a  classic  quality  growth  stock  (translated:  going 
up  but  not  cheap).  Your  eyes  are  aging,  and  Alcon  owns  a 
quarter  of  a  phenomenal  niche.  Vanity  is  aging,  too,  with  de- 
mographics. So,  buy  eye  fashion.  As  the  global  recovery  un- 
folds, vain  consumers  will  pay  more  for  image.  Buy  Italy's 
Luxottica  (17,  LUX),  the  world's  leader  in  glasses.  Its  leading 
brands,  retailing  power  and  global  reach  will  make  for  a  ris- 
ing stock.  F 

1A  }f|  w*<£    I  Kenneth  L.  Fisher  is  a  Woodside.  Calif.-based  money  manager. 
m—^JmwSom     I  Visit  his  home  page  at  www.forbes.com/fisher. 
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it  l,es  outside  of  convention.  Mayoe  «  c^,-,  -    ;ZC."^T 
liZes  a  need  to  overstep  the  expected.  And,  quite  possibly,  it  rea  zes  that 
acts  of  tenacity  and  imaginative  the  only  way  boundanes  get  pushed. 


Capital  Markfits  |  By  Marilyn  Cohen 


How  to  Play  Rising  Rates 


ENJOY  IT  WHILE  IT  LASTS,  BOND  INVESTORS.  I  MEAN  THE 
bull  market  for  fixed  income.  With  interest  rates  not  far 
above  the  rock  bottom,  bond  portfolios  did  fairly  well 
last  year.  Junk  bonds  did  particularly  well  (I  turned 
bearish  too  early  in  my  July  21,  2003  column).  They 
benefited  not  only  from  low  rates  generally  but  also  from  the 
narrowing  of  yield  spreads  over  Treasurys. 

It  won't  last.  Rates  can't  stay  this  low  for  much  longer.  A  1% 
Federal  funds  rate  is  too  low  for  an  economy  growing  at  a  4% 
annual  clip.  And  even  before  the  Federal  Reserve  tightens,  a  new 
generation  of  bond  vigilantes  will  begin  work.  Result:  weak 
bond  prices. 

This  gathering  storm,  how- 
ever, doesn't  mean  you  should 
abandon  bonds.  The  best  ones 
provide  steady  income  and 
should  be  held  to  maturity. 
Your  sole  concern,  other  than 
avoiding  ,  those  that  might 
default,  is  if  you  have  to  sell 
your  bonds  before  they  are  due. 
Every  bond  portfolio  should 
include  Treasurys,  since  they 
enjoy  zero  default  risk.  But 
which  ones?  On  the  Treasury 
yield  curve,  the  sweet  spot,  with 
the  best  yield  for  any  given 
amount  of  principal  risk, 
belongs  to  the  ten-year  Trea- 
sury, at  4%.  The  longest-term 
Treasury,  maturing  in  2031,  yields  a  mere  eight- tenths  of  a  per- 
centage point  more  than  the  ten-year  issue.  Those  17  extra  years 
of  exposure  to  possible  rate  rises  are  too  much  for  the  small 
increment  in  yield. 

In  junk  the  sweet  s]  he  high  end  of  the  credit  qual- 

ity spectrum.  Go  for  corporates  that  stand  a  good  chance  of  get- 
ting an  upgrade  to  u  ility  <  meaning  BBB  or  better). 
Near  this  borderlin.  .,}  investment  grade  you 
can  pick  up  almost  ield  spread  over  Treasurys, 
meaning  a  ten-year  c  7%,  Look  for 


When  the  Fed 

tightens— and  it 

will— don't  bail 

out  of  bonds. 

There  are  still 

some  wise  moves 

to  make.  Think 

about  ten-year 

Treasurys  or  junk 

on  the  mend. 


issuers  with  improving 
sheets  that  have  alread) 

A  good  example  is  Le 
Berkshire  Hathaway"  for  its 
winemaking,  insurance,  mi 
management  team  for  years, 
I  integrating  new  acqu 
omy,  earnings  will  continue  u 

This  borrower  is  right  on  th<  me,  I 


nana  h  balance 

ates. 
known  as    tl 

'  Harnesses — h 
me  t 
has 


with  a  split  rating:  Moody's 
rates  its  bonds  Bal,  or  high 
grade  junk,  while  Standard 
Poor's  rates  them  BBB-,  the  low 
est  investment-grade  rating. 
Two  issues  interest  me,  with 
7.75%  and  7.0%  coupons  both 
maturing  Aug.  15, 2013.  The  7s, 
issued  last  year,  are  priced  at  103 
to  yield  6.6%  to  maturity.  The 
7.75s,  issued  in  1993,  are  priced 
at  106  to  yield  6.9%.  And  get 
this:  Both  are  noncallable.  Despite  Moody's  rating,  your  princi 
pal  is  safe. 

The  Dennis  Kozlowski  trial,  with  its  tales  of  chicanery  and 
wretched  excess,  obscures  the  fact  that  his  former  company, 
Tyco  International,  is  very  solid.  Tyco  is  another  conglomerate 
(electronic  components,  undersea  cable,  medical  supplies  and 
more),  and  it,  too,  has  a  split  rating:  BBB-  with  a  "stable  out- 
look" from  S&P;  Ba2  from  Moody's,  with  a  "positive  outiook," 
meaning  an  upgrade  may  well  be  in  the  offing.  I  like  Tyco's 
6.375s  due  Oct.  15,  2011,  priced  at  107.3  to  yield  5.2%.  This 
issue  has  the  added  virtue  of  being  noncallable. 

Since  a  lot  can  happen  to  a  corporation  (or  to  interest  rates) 
in  the  space  of  18  years,  I  prefer  the  7-year  bond  to  a  25-year 
sibling,  the  Tyco  6.875s  due  Jan.  15, 2029.  This,  despite  the  bet 
ter  than  one  point  yield  gain  on  the  longer  bond:  It's  priced  at 
104.5  to  yield  6.5%.  With  the  intermediate-term  Tyco,  more- 
over, you  will  soon  enjoy  an  attractive  "roll-down"  effect,  in 
which  that  5.2%  you  are  earning  looks  better  and  better.  Four 
years  from  now  you  will  be  earning  it  on  a  3-year  bond,  and 
5.2%  is  terrific  for  3-year  bonds. 

Longer  maturities  are,  of  course,  much  further  from  the 
point  where  the  yield  curve  rolls  down.  There  isn't  much  dif- 
ference in  yield  between  a  25-year  bond  and  a  21 -year  bond. 
The  longer  bond,  moreover,  is  exposed  to  more  potential  price 
risk  in  a  period  of  rising  rates.  Say  interest  rates  spike  two  per- 
centage points  by  year-end  2006  across  the  yield  curve.  The 
Tyco  bonds  that  cost  you  107.3  will  slump  in  price  to  96.7  for  a 
10%  principal  loss.  If  you  had  bought  the  longer  Tyco  bond 
due  in  2029,  your  bond  price  would  have  dropped  to  84  for  a 
20%  loss. 

Bond  investing  is  risky,  even  for  nondefaulting  issuers.  Rates 
may  rise;  indeed,  they  are  virtually  certain  to  rise  at  least  a  little. 
But  it  is  better  to  take  a  little  risk  to  get  a  4%  to  7%  return  than 
cower  in  the  money  market  with  1%  and  lose  out  to  inflation 
and  taxes.  ¥ 


Marilyn  Cohen  is  president  of  Envision  Capital  Management,  Inc.,  a  Los  Angeles 
fixed-income  money  manager.  Visit  her  home  page  at  www.forbes.com/cohen. 
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The  Patient  Investor  |  By  John  W.  Rogers  Jr. 

The  Quality  Gap 


THE  STOCK  MARKET  IS  ONCE  AGAIN  SCALING  THE 
heights.  While  this  sounds  like  good  news,  it  gives  me 
pause.  In  the  2003-04  rally,  the  types  of  stocks  I 
favor — high-quality,  financially  strong  businesses 
with  moderate  risk  characteristics — lagged  riskier 
issues  of  questionable  financial  health.  A  "flight  to  garbage"  is 
how  Morgan  Stanley's  former  chief  investment  officer,  Steven 
Galbraith,  blundy  characterized  the  situation. 

Merrill  Lynch  has  a  study  confirming  that  quality  and  per- 
formance have  of  late  been  inversely  correlated.  The  study 
groups  the  S&P  500  stocks  by  Standard  &  Poor's  equity  quality 
rankings.  You're  likely  more 
familiar  with  S&P  debt  ratings, 
which  indicate  a  bond's  default 
risk.  The  equity  version  ranks 
common  stocks  from  A+  to  D 
based  on  the  growth  and  stabil- 
ity of  earnings  and  dividends. 

Merrill's  analysts  found  that 
stocks  rated  C  (sickly)  and  D  (in 
reorganization)  had  a  bountiful 
80.9%  appreciation  last  year.  The 
healthiest  A+  stocks  logged  a 
mere  26.3%  gain.  The  remark- 
able 55-percentage-point  gap  was 
the  widest  since  the  boom  year  of 
1999  (73  points).  We  know  what 
happened  after  that. 

So  I'm  very  cautious  about 
this  year.  The  market's  dra- 
matic advance  has  left  many  stocks  too  expensive  and  in- 
vestor expectations  too  high.  Today's  valuations  already  re- 
flect the  economic  recovery  as  well  as  good  things  to  come  for 
tin-'  n.  'ears.  Plus,  my  contrarian  sensitivities  are 

heightened  i  Wall  Street  investors  are  as  uniformly  opti- 

mistic as 

Myq'  i  e  vigilant  in  searching  for  the 


Low-quality 
stocks  lately 
outperformed  top- 
quality  ones  by  55 
points.  That's  the 
widest  gap  since 
the  1999  boom 
year.  Remember 
what  happened 
after  that? 
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possible  to  replicate  at  any  rea- 
sonable cost.  Everything  from 
credit  checks  to  mortgage  refi- 
nancing to  identity-theft  moni- 
toring is  made  possible  through 
these  records. 

And  yet  at  20  times  trailing 
and  16  times  expected  earnings, 
the  stock  is  cheaper  than  the 
competition,  Dun  &  Bradstreet 
and  Fair  Isaac.  As  a  result  of 
Equifax's  dominant  40%  mar- 
ket share,  Wall  Street  doubts  the  company  can  continue  to  grow. 
Though  U.S.  credit-reporting  volume  may  not  keep  expanding 
at  the  14%  pace  that  has  prevailed  since  the  early  1990s,  I 
believe  Equifax  will  do  fine  because  its  fundamentals  are  very 
strong:  20%  return  on  invested  capital  and  an  operating  margin 
in  the  low  30%  range.  Equifax  trades  at  a  20%  discount  to  my 
estimate  of  its  $34  intrinsic  worth. 

Pitney  Bowes  (42,  PBl),  known  for  its  postage  meters,  is 
undervalued,  pardy  owing  to  its  big  noncore  business:  financing 
leases  of  big-ticket  equipment  like  commercial  jetliners  and  rail- 
cars.  Turbulence  in  the  air  travel  industry  forced  Pitney  Bowes 
to  rethink  its  strategy.  The  company  is  selling  off  its  loans  or  let- 
ting them  expire. 

As  the  world's  leading  provider  of  mail  and  document- 
management  systems,  Pitney  Bowes  (S&P:  A-)  serves  2  mil- 
lion businesses.  The  company's  name  is  synonymous  with 
postage,  as  evidenced  by  its  85%  U.S.  market  share  of  postage 
meters.  While  mundane,  mail  happens  to  be  a  consistent, 
predictable  and  growing  business.  One  of  the  last  items  a 
struggling  business  axes  is  the  postage  meter.  Pitney  Bowes 
also  has  a  healthy  3%  yield.  At  19  times  trailing  and  16  times 
forward  earnings,  it  trades  at  a  21%  discount  to  my  $52  pri- 
vate market  value  estimate. 

Once  an  owner  of  six  daily  newspapers  and  one  television 
station,  Harte-Hanks  (23,  HHS)  has  since  narrowed  its  focus.  Now 
the  company  (S&P:  B+)  is  the  nation's  largest  publisher  of  weekly 
shoppers  and  a  leading  direct  marketing  service  provider.  The 
shoppers  have  proved  to  be  recession-resistant.  Meanwhile, 
Harte-Hanks'  direct  marketing  business,  which  has  been 
squeezed  in  the  downturn,  stands  to  benefit  from  an  improving 
economy.  The  recent  "do  not  call"  legislation  has  little  impact 
on  Harte-Hanks,  which  furnishes  databases  and  sales  leads  to 
direct  sellers,  many  of  them  mailers.  Harte-Hanks,  at  23  times 
trailing  and  21  times  projected  earnings,  trades  at  a  12%  dis- 
count to  my  intrinsic  value  estimate  of  $26.  F 


tl    Jr.  is  chairman  and  chief  executive  officer  of  Chicago-based  Ariel  Capital  Management, 
ur  to  the  Ariel  Mutual  Funds.  Visit  his  home  page  at  www.forbes.com/rogers. 
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Once  the  realm  of  science  fiction, 
neural  prosthetics  are  slowly  becoming  reality. 

BY  ZINA  MOUKHEIBER 

IN  MAY  A  TINY,  THREE-YEAR-OLD  COMPANY  BEGINS  WHAT 
could  be  a  mind-bender  of  a  medical-device  trial.  Five  quad- 
riplegics will  have  a  baby-aspirin-size  microchip  implanted 
under  the  skull,  with  a  wire  running  to  a  nearby  computer. 
Neurosdentists  will  ask  them  to  think  about  moving  a  cur- 
sor on  a  computer  screen,  and  if  the  chips  record  their  thoughts 
correcdy,  the  cursor  will  move  '  v  itself.  The  goal  of  the  firm  run- 
ning the  trial,  Cyberkinetics  of  Foxborough,  Mass.,  is  to  help  the 
severely  paralyzed  regain  some  function— dialing  a  phone, 
switching  on  lights — through  thought  power. 

Neural  prosthc  have  long  been  the  stuff  of  science  fiction. 
Morpheus  and  his  a  from  the  Matrix  series,  .\nd  Case,  the 
hero  of  William  Gibsoi  M  k"  their  brains 
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Cyberkinetics'  John  Donoghue 
with  a  prototype  neural  sensor. 

directly  into  computers.  But  th 
science  is  catching  up  with  th 
fiction,  and  several  companie 
are  slowly  making  neural  pros 
thetics  real.  "It's  like  the  earl' 
days  of  the  cardiac  pacemaker, 
says  Timothy  Surgenor,  Cyber 
kinetics'  chief  executive. 

Successful  neural  implant 
have  thus  far  delivered  mild  cor 
rective  current  to  regions  of  th 
brain  involved  with  motor  con 
trol.  Medtronic's  Activa  devio 
which  generates  an  estimate 
$100  million  in  annual  sale 
sends  weak  electrical  pulses  fro 
a  stimulator  near  the  collarbone 
to  a  pair  of  electrodes  near  the 
brain's  thalamus  region  to  calm 
the  severe  tremors  that  afflict 
Parkinson's  patients.  Another 
company,  Cyberonics,  will  prob-' 
ably  generate  $100  million  int 
revenue  from  a  device  that  deliv 
ers  jolts  to  the  vagus  nerve,  re 
ducing  the  frequency  of  epilep 
tic  seizures  (FORBES,  Mar.  5,n 
2001).  Northstar  Neuroscience  isi 
expected  to  complete  midstage 
clinical  trials  in  March  for  a  de- 
vice that  electrically  stimulates 
the  brains  of  stroke  victims  tc 
help  them  recover  use  of  theii 
limbs.  Northstar,  still  privatel) 
held,  has  raised  $57  million  i| 
venture  capital. 

The  next  frontier  is  in  going 
in  the  opposite  direction,  using 
implanted  sensors  to  decipher  neural  intent  and  convert  it  intc 
movement  of  a  cursor  or,  much  further  off,  an  artificial  limb.  Cy- 
berkinetics' Surgenor  is  focusing  on  the  300,000  to  400,000  Amer- 
icans he  estimates  are  paralyzed  from  spinal  cord  injuries,  Loi 
Gehrig's  disease,  cerebral  palsy  or  other  maladies.  Cyberkinetics  ha< 
raised  $9.3  million  in  venture  money  since  its  inception  in  2001. 
The  human  brain  is  a  difficult  computer  to  harness.  We  hav< 
100  billion  neurons,  each  connecting  to  1,000  others.  That's  5( 
trillion  roundtrip  connections.  Academics  have  been  tinkering 
with  neural  sensors  for  decades,  with  notable  recent  work  don< 
at  Duke  University,  Caltech  and  the  University  of  Pittsburgh 
Philip  Kennedy,  the  founder  of  Neural  Signals,  rocked  the  sci 
ence  world  with  a  successful  human  implant  in  1998. 
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Cyberkinetics  is  one  of  the  earliest  to 
move  the  research  beyond  the  campus. 
When  its  cofounder,  John  Donoghue,  chair- 
man of  Brown  University's  neuroscience 
department,  began  eavesdropping  on  the 
brains  of  rats  and  monkeys  in  the  early 
1980s,  the  technology  was  still  primitive  and 
unreliable.  Donoghue  would  glue  a  bunch 
of  wires  together  and  insert  them  into  an 
animal's  frontal  cortex,  the  region  control- 
ling movement.  As  the  neurons  fired  off 
electrochemical  messages  to  one  another, 
triggering  responses  in  the  muscles  and 
other  parts  of  the  body,  a  computer  would 
record  the  amplified  staccato  chatter  of,  at 
most,  two  neurons.  "We  needed  to  study 
many  brain  cells  at  once,"  says  Donoghue. 

In  1994  Donoghue  came  across 
Richard  Normann,  who  would  later  start  a 
company  called  Bionic  Technologies.  Nor- 
mann had  developed  a  4mm  silicon  chip 
containing  100  microelectrodes,  each  able 
to  pick  up  the  signal  of  one  or  two  neurons. 

To  prove  they  could  translate  thought 
into  action,  Donoghue  and  his  team  of 
three  scientists  started  implanting  Bionic's 
chip  in  monkeys.  The  platinum  tip  of  the 
electrode  sat  near  the  trunk  of  the  neuron 
where  bursts  of  signals  form.  Donoghue 
connected  the  electrodes  by  wires  to  a 
computer  and  trained  the  monkeys  to  use 
a  joystick  to  track  a  dot  on  a  computer 
screen  with  a  cursor.  He  encouraged  them 
to  make  as  many  hand  movements  as  pos- 
sible by  rewarding  them  with  orange  juice. 

The  Brown  team  then  tried  to  match 
the  hand  movements  to  the  monkeys' 
neural  activity,  measured  by  spikes  on  an 
EKG-like  printout.  Three  consecutive 
spikes  could  mean  a  move  to  the  left,  ten 
spikes  a  move  to  the  right.  Donoghue 
recorded  signals  from  up  to  30  neurons, 
looking  for  patterns.  Even  though  a  hand 
movement  is  a  result  of  millions  of  neural 
signals,  the  output  from  as  few  as  7  to  30 
neurons  was  enough  to  move  a  cursor. 
Donoghue  then  switched  off  the  joystick, 
and  the  code  the  humans  had  written  al- 
lowed the  monkeys  to  move  the  cursor 
with  their  brains. 

Decoding  human  brains  in  this  fash- 
ion seemed  years  off,  until  Phil  Kennedy's 
1998  groundbreaking  procedure.  Near  the 
surface  of  the  brain  of  a  paralyzed  stroke 
victim  he  implanted  a  tiny  cone-shaped 
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device  that  wirelessly  relayed  neural  sig- 
nals to  a  computer.  The  surgery  took  ten 
hours,  and  the  patient  was  able  to  type  by 
thinking,  although  it  took  him  20  seconds 
to  get  a  letter  out.  It  was  primitive  in  that  - 
it  only  recorded  one  neuron. 

Yet  Neural  Signals  hasn't  taken  off. 
Kennedy  has  made  only  feeble  attempts  to 
raise  venture  money,  funding  the  technol- 
ogy on  his  own  and  with  government 
grants  totaling  $1.7  million.  "I'm  not  in- 
terested in  selling  out — this  is  my  baby, 
we'll  grow  together,"  says  Kennedy. 

Donoghue  was  more  willing  to  tap 
outside  investors.  In  2001  he  formed 
Cyberkinetics  with  a  $75,000  grant  from 
the  state  of  Rhode  Island.  Too  busy  to 
write  a  business  plan,  he  enlisted  Brown 
sophomore  Mikhail  Shapiro.  Shapiro 
combed  academia  for  patents,  negotiating 
exclusive  licenses  with  Emory  University, 
Brown  and  MIT. 

In  March  2002  Donoghue  published 
the  results  of  his  monkey  experiments  in 
Nature.  Mark  Carthy,  a  venture  capitalist 
at  Oxford  Bioscience  Partners,  was  capti- 
vated enough  to  consider  investing.  "The 
animal  data  were  phenomenal,"  he  says. 

Before  he  would  invest,  Carthy  wanted 
Cyberkinetics  to  own  the  factory  that 
made  the  brain  chips.  After  convincing 
Bionic  Technologies'  founder  to  sell  his 
company,  which  was  already  generating 
$500,000  in  revenue,  for  an  8%  stake  in 
Cyberkinetics,  Oxford  invested  $4  million 
in  Cyberkinetics  for  a  33%  stake.  The 
company  has  raised  another  $5.3  million 
since.  Shapiro,  who  got  some  equity,  is 
now  a  senior  at  Brown  doing  his  own  re- 
search in  neuroscience. 

Cyberkinetics  is  awaiting  Food  &  Drug 
Administration  approval  to  begin  its  first 
human  trials.  Surgeons  will  take  about 
three  hours  to  implant  the  4mm  chip  into 
a  hole  on  the  surface  of  the  cortex  of  the 
five  quadriplegics.  Wires  will  emerge  be- 
hind the  ear  to  connect  with  a  computer. 

Some  are  skeptical.  "The  technology 
is  a  little  premature  to  commercialize," 
says  Duke  neuroscientist  Miguel 
Nicolelis,  who  showed  that  monkeys  can 
move  robotic  arms  remotely  by  thinking. 
"We  have  to  be  very  careful.  It's  like  gene 
therapy.  If  we  make  one  mistake,  the 
whole  held  is  dead."  F 
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Bush  Baby 

What  is  this,  a  Disney  movie?  A  cute  little  elephant  inspires  the  creation  of  a  safari  lodge. 

BY  SUSAN  ADAMS 


EARL  LARRINGS  GLEAMING, 
I  red  lipstick  perfectly  applied, 
Lente  Roode  is  feeding  her 
cheetahs.  The  year-and-a- 
half-old  beasts,  nearly  as  big 
as  the  petite  56- year-old,  paw  raw  meat 
onto  her  tasscled  io  '  r.  Roode,  who  grew 
up  on  a  nearby  farm,  is  relaxed — com- 
pletely in  her  element. "  M  pi  i  ilem,"  she 
says,  "is  humans." 

Her  immediate  cha  I  taming  the 

wild  tourist.  In  August  2(J  :  er  industri- 
alist husband,  Johann,  dieti  ( lhairman  of 
the  South  African  milling  compan)  Cen- 
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eral  Food  Industries  (now  Johannesburg- 
based  Premier  Foods),  Johann  for  two 
decades  had  owned  and  managed  Kapama, 
a  32,000-acre  game  reserve  in  South  Africa. 
Now  Lente's  running  the  operation  herself. 
Until  recently  the  reserve,  280  miles 
north  of  Johannesburg,  pumped  out 
enough  revenue  from  its  admission  fees, 
wildlife-viewing  drives,  curio  sales  and 
guest  lodges  to  maintain  not  only  itself  but 
also  Lente's  pet  projects.  Those  include  the 
Hoedspruit  Endangered  Species  Center, 
which  cares  for  and  breeds  cheetahs  and 
other  rare  and  endangered  animals.  Six 


years  ago  she  added  a  baby  elephant 
named  Jabulani  to  this  menagerie. 

In  2001  Lente  took  on  an  added  fi- 
nancial and  zoological  challenge:  She 
paid  $400,000  for  a  dozen  Zimbabwean 
elephants  to  keep  Jabulani  company. 
The  animals  were  refugees  from  a  farm 
plundered  by  land  invaders  backed  by 
the  Mugabe  government.  Keeping  ele- 
phants is  expensive — these  cost  $20,000 
a  month  in  feed,  plus  room  and  board 
for  20  Zimbabwean  grooms.  To  meet 
the  added  costs,  the  Roodes  decided  to 
build  Camp  Jabulani,  a  luxurious  lodge 
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iat  sleeps  12  and  charges  SI, 500  a  night 
>r  a  double  room. 
Safari  lodges  in  South  Africa  run  a 

de  gamut.  At  the  budget  end,  guests  pay 
i  little  as  S 1 5  per  person  per  night  to  stay 

a  tent,  with  a  communal  bathroom, 
hev  cook  their  own  meals  and  drive 
leir  own  vehicles.  This  level  of  service 
btains  at  Kruger  National  Park  (near 
[apama)  and  at  Kapama's  own  eight-bed 
afari  Camp.  At  the  opposite  extreme  are 
)dges  such  as  Singita  Lebombo  and  Lon- 
olozi    Bateleur,    where    daily   tariffs 


Kapama's  assets.  But  her  29-year-old 
daughter,  Adine  van  Eeden,  a  tall,  slender 
blonde  who  shares  her  mother's  love  for 
animals,  disagreed.  The  question  facing 
the  family,  she  insisted,  was:  "How  are  we 
going  to  support  Kapama?" 

Adine,  who  lives  on  the  reserve  with 
her  dentist  husband  and  two  small  chil- 
dren, is  worldly  in  ways  her  mother  is  not. 
While  Lente  has  only  the  vaguest  idea  of 
how  much  her  beloved  cheetahs  cost  to 
maintain,  Adine,  bolstered  by  an  under- 
graduate degree  in  accounting,  tracks  over- 


derms,  trained  to  respond  to  80  voice  com- 
mands ("Back  up,"  "Pick  it  up"),  can  un- 
expectedly wreak  havoc.  In  late  December 
a  handler  approached  an  18-year-old  ele- 
phant named  Jimmy  the  wrong  way  (head- 
on,  rather  than  from  the  side)  and  was 
gored  as  a  result. 

Human  workers  pose  different  prob- 
lems. When  Lente  bought  the  Zimbabwean 
elephants,  Johann  hired  their  former  owner, 
Rory  Hensman,  to  look  after  them.  In  July 
2003,  just  before  Camp  Jabulani  was  set  to 
open  (with  cheetah  fan  Prince  Michael  of 


approach  $1,000  per  person  and  include 
health  spas,  private  pools,  gourmet  cui- 
sine and  guided  tours  by  Land  Rover 
through  the  veldt.  Camp  Jabulani  would 
aim  at  this  same  market,  adding  elephants 
to  its  fleet  of  vehicles. 

Ground  had  barely  been  broken  when 
Johann,  55,  succumbed  to  an  embolism 
while  hospitalized  with  pneumonia.  "For 
two  months  I  could  do  nothing,"  Lente 
recalls.  Her  son,  Bernard,  31,  an  executive 
at  privately  held  Premier  Foods  (the 
Roodes  own  one-fourth  of  the  company), 
thought  the  family  should  sell  off  some  of 


head  to  the  nearest  rand. 
(Recently  $7,000  was 
spent,  for  example,  to  fix 
a  cheetah's  inflamed 
gums.)  Brother  Bernard 
now  says  Adine  was 
right  about  keeping 
Kapama  intact.  He, 
too,  helps  oversee  finances,  but 
spends  only  a  few  days  a  month  at  the  re- 
serve. (Cheetahs  aggravate  his  asthma.) 

The  Roodes  know  that  caring  for  wild 
animals  will  be  ever  an  unpredictable  busi- 
ness. Even  the  intelligent  and  placid  pachy- 


,    Kent — Queen    Elizabeth's 

I    cousin — in       attendance), 

Hensman  quit,  and  planned 

to    take    the    Zimbabwean 

grooms  with  him. 

Given  the  elephants'  at- 
tachment to  their  handlers, 
this  could  have  spelled  disas- 
ter. Adine  persuaded  most  of 
the  grooms  to  stay.  Despite  the  defections, 
Adine  expects  Camp  Jabulani  to  be  in  the 
black  within  a  year,  although  the  lodge  has 
had  only  a  10%  occupancy  rate  since  it 
opened  in  September  2003.  The  Roodes 
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must  boost  that  number  to 
40%  to  realize  their  financial 
goal  of  supporting  the  ele- 
phants' upkeep. 

Camp  Jabulani  has  been 
an  intensely  personal  effort 
for  Lente,  who  chose  not  to 
use  an  architect  but  instead 
collaborated  with  a  local  dec- 
orator and  a  builder.  The 
brown,  rough-textured  walls 
of  the  grand  open-air  lounge 
and  dining  area  contain  built- 
in  shelves  that  display  sculp- 
ture, porcelains,  paintings 
and  other  art  objects.  A  heavy  wood  writ- 
ing desk,  which  used  to  sit  in  Johann's  of- 
fice, anchors  the  lounge.  Chairs  and  sofas 
upholstered  in  kudu  and  zebra  are  com- 
fortably arranged  before  a  huge  fireplace. 
The  dining  area,  which  looks  onto  a  wa- 
tering hole  frequented  by  lions,  is  backed 
by  another  ample  hearth. 

To  reach  the  sleeping  quarters — six  se- 
cluded tents — guests  must  traverse  a  sus- 


The  desk  of  the  late  Johann  Roode  anchors  Camp  Jabulani's  lounge 


pension  bridge  from  which  they  see,  below, 
animals  roaming  along  a  riverbed.  These 
"tents"  are  tents  only  in  the  sense  that  New- 
port's "cottages"  are  cottages.  They  have 
soaring  roofs  and  polished  cement  floors 
inlaid  with  wood.  Walls  made  from  canvas 
and  mosquito  netting  give  onto  the  bush 
and  onto  a  private  deck  furnished  with 
chaise  lounges  and  a  small  private  pool. 
Each  tent  has  a  fireplace,  oversize  bathtub 


(behind  a  wooden  screen)  an< 
glass-encased  shower  stall.  Th< 
attentive  staff  includes  gam< 
rangers  who  can  spot  a  lion 
and  take  a  guest  out  for  a  quick  j 
look-see,  before  cocktail  time. 
Service  at  competing 
high-end  camps  can  likewise 
be  impeccable.  What  sets 
Jabulani  head,  shoulders  and 
trunk  above  are  its  elephants. 
Seated  atop  one  of  these 
giants,  in  a  comfortable  sad- 
die  right  behind  the  trainer, 
you  see  and  feel  Africa  in  a 
way  you  never  could  from  a  mechanized 
conveyance.  Despite  their  size,  elephants  i 
negotiate  narrow  paths  no  Land  Rover 
ever  could.  Lulled  by  the  swaying  of  your  l 
wrinkly  steed,  you  suddenly  emerge  from 
thick  brush  onto  the  savannah,  catching 
sight  of  a  herd  of  impala.  Rather  than 
experiencing  the  animal  kingdom  from 
outside,  you  feel  you  now  have  entered 
into  it.  F 
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FLAMINGO  DAZE  151  FT.  Hakvoort  Be  amongst  the  first  to 
experience  this  brand  new  Hakvoort  Motor  Yacht.  Stunning 
accommodations  for  ten  guests  in  five  cabins.  Spectacular 
entertainment  system  through  out.  Huge  top  deck  with  Jacuzzi. 
Charter  this  winter  in  the  Bahamas,  summer  in  the  Mediterranean. 
WORLDWIDE  CENTRAL  AGENTS.* 


Spectacular  opportunity  to  purchase  a  brand  new  164  FT.  Dutch 
built  Motor  Yacht  built  to  Lloyds  MCA  class.  Accommodations  for  12 
in  6  staterooms.  Caterpillar  main  engines  and  generators.  Beautiful 
interior  decor.  Huge  exterior  areas.  Offered  for  sale.    WORLDWIDE 
CENTRAL  AGENTS.* 


Applications  are  now  being  accepted  for  discerning  people  who 
truly  appreciate  the  finest  things  in  life  to  charter  the  brand  new 
192  Ft  Lurssen  Motor  Yacht  "CAPRI",  this  winter  in  the  Caribbean 
and  the  Mediterranean  this  summer  Six  opulent  staterooms.  Be 
one  of  the  few  to  experience  "CAPRI"  this  year.  WORLDWIDE 
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D'NATALIN  II  156  FT  Feadship  Motor  Yacht  1999  has  become  one  of 
the  premier  charter  yachts  in  the  world.  Accommodations  for 
twelve  guests  in  six  cabins.  Huge  entertainment  deck  with  Jacuzzi 
spa.  The  world  class  crew  will  cater  to  your  every  desire. 
Available  for  sale.  Charter  this  winter  in  the  Mediterrean  and 
summer  in  the  Caribbean.  WORLDWIDE  CENTRAL  AGENTS. 


1300  S.E.  17th  St.,  Suite  204,  Ft.  Lauderdale,  FL  33316 
Tel:  (954)  768-0707  •  Fax:  (954)  768-0057  •  E-mail:  into(«  moranyachts.com 

www.moranyachts.com 


ISM 

CERTIFIED 


KISMET  130  FT.  Feadship  Motor  Yacht.  Accommodations  for  ten 
guests  in  five  cabins.  Equipped  with  wide  array  of  water  toys  and 
gourmet  chef  on  board.  The  eight  crew  members  aboard  KISMET 
provides  five  star  service  to  all  her  guests.  Winter  in  the  Bahamas 
/  Caribbean.  Book  Now!  WORLDWIDE  CENTRAL  AGENTS.* 


SILVER  FOX  Brand  new  dramatic  145  Ft.  aluminum  Motor  Yacht 
launched  in  November  2003  in  Australia.  MTU  4000  main  engines  with  a 
cruising  speed  of  24  knots  with  an  amazing  top  speed  of  27  knots.  Five 
staterooms  with  bathrooms  en-suite,  large  gymnasium.  Contact  Moran 
Yacht  &  Ship  for  complete  details.  WORLDWIDE  CENTRAL  AGENTS.* 


LADY  M  II  145  FT.  Intermarine.  Recently  launched  Motor  Yacht  is 
available  this  winter  in  the  Bahamas  and  Caribbean  and  this  summer 
in  New  England  or  the  Mediterranean.  Luxurious  actomrrKX-'ations  for 
ten  guests  in  five  staterooms  of  classic  elegance.  Equipped  with  all 
the  charter  toys  including  wave  runner,  sunfish,  et>:.  and  baby  grand, 
piano.  WORLDWIDE  CENTRAL  AGENTS.* 

*  Not  offered  for  sale  or  charter  to  U.S.  residents  while  in  U.S.  waters 


DNATALIN  151  FT  Delta  Motor  Yacht.  Proven  around  the  world  yacht. 
Her  warm  mahogany  interior  has  generous  accommodations  for  ten 
guests  in  five  staterooms.  31'  Beam.  Manned  by  an  experienced, 
professional  crew,  loaded  with  water  t_>ys.  Available  winter  in  the 
Bahamas/Caribbean,  summer  Northea'  t  oast.  Experience  the  luxury  of 
this  world  class  yacht.  Also  for  Sale.  WORLDWIDE  CENTRAL  AGENTS. 
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Sunlight  Lamp 


Save  up  to  $50  on  the  BEUOHOWELt  Sunlight  Lamp! 

sunshine  every  day  of  the  year4ndooi$l 


ONLY 


CLEARER, 


,  EASY  ON  THE  EYES 
FOR  READING,  WORK,  AND  HOBBIES 

Colors  look  more  vivid  and  true  to  life 

Sharp  visibility  for  details 

Helps  reduce  eyestrain  so  you  can  be  more  productive 

So  much  like  sunshine  it  feels  like  you're  on  vacation! 

The  Bell  &  Howell  Sunlight  Lamp  simulates  outdoor  sunlight,  which  is  balanced  across 
the  entire  spectrum  of  color  visible  to  the  human  eye.  Colors  look  more  vivid  and  true  to  lite. 

Everything  seems  easier  to  see 

This  is  the  clearest,  whitest,  and  brightest  lamp  we  have  found.  It's  the  perfect  light  for  reading, 
working  and  all  close  up  tasks  and  hobbies.  There  is  virtually  no  glare,  making  this  the  perfect 
companion  light  for  computer  work. 

Save  $$$  on  your  electric  bills! 

The  supplied  high-tech  27-watt  bulb  gives  as  much  light  as  an  ordinary  1 50-watt  bulb,  but  uses  far  less 
energy.  The  bulb  can  last  up  to  5000  hours  -  5  times  longer  than  other  bulbs— for  years  of  normal  use. 

We've  nicknamed  our  Sunlight  Lamp  the  "It's  great  to  be  alive  lamp!" 

Many  people  say  that  dreary,  dark  days  make  them  feel  "blue"  and  that  bright  sunny  days  have 
a  cheerful  and  energetic  effect.  Now  you  can  switch  on  the  sunlight  indoors  every  day  of  the  year! 

A  word  about  this  unheard  of  price 

This  lamp  features  the  state-of-the-art  performance  you  expect  from  the  well-respected 
Bell  &  Howell  name.  We  have  a  special  arrangement  to  offer  it  to  you  at  an  unbelievably 
low  price.  Orders  will  be  filled  on  a  first  come,  first  served  basis. 

Get  your  floor  lamp  home  for  just  $19.99! 

If  you  choose  the  4-payment  plan,  we  will  ship  you  the 
floor  lamp  with  your  first  payment  of  $19.99  plus  shipping 
and  handling.  After  that  we'll  bill  you  $19.99  once  a  month 
for  three  additional  payments.    3  year  warranty. 


BELL©H0WELL 


Call  toll-free  TODAY  to  order  your  Bell  &  Howell 
Sunlight  Floor  Lamp  while  supplies  lastl 
Floor  Lamp  (60  5'high):  $79.95  plus  S&H 
For  fastest  service  call  toll  -free 

1  -888-291  -01  84 

24  hours  a  day,  7  days  a  week  /  We  accept  checks  by  phone! 


Bell  &  Howell  Sunlight  Lamp,  Dept.  2767 

P.O.  Box  5555  Thousand  Oaks,  CA  91359 

To  order  by  mail  please  call  toll  free 

1-888-291  01 84  for  details. 


Forbes 
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To  order,  change  address 
or  other  customer  service, 

call  1-800-888-9896 
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For  information  and 

rales  on  advertising 

in  the  next  Forbes 
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Call  Media  Options 

1-800-442-6441 

mediopt@aol.com 


RAISING  ALPACAS  = 

World's  Finest  Livestock  Investment 
can  return 

50%-75%annualy! 

Raising  Alpacas  for  foundation  breeding 
stock  and  fleece  is  a  sound,  renewable, 
long  term  multi-million  dollar  business  that 
can  return  huge  profit  for  many  years. 

Average  yearly  Income 

per  adult  female  $10,000 

Productive  Years  15-20  years 

Yearly  Feed  and  Maintenance  less  than  $200 

u   Labor  per  day  (herd  of  ten)  30  min. 

I  Simple  Shelter  S  four  foot  woven  wire  fencing. 
I  Clean.  Gentle,  and  easy  to  raise. 
I  Huge  Growing  Demand  Nationwide. 
I  Limited  Growth  Protects  Business. 
Great  Tax  Benefits  and  Lifestyle. 

'HemlockjBTOokJJarm 

v>  ilium  ot  Kenda  Stern 

47?  Wvll  Run  Kd.  •  Cuba,  NY  14727 

l6-372-si)i>s  • «  ww.hemlockbrookalpacas.com 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It's  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-426-8701 

CEO  847-341-4325 

Website  www.investforclosures.com 

Email  info@investforclosures.com   - 


Education 


Charge  \our  ad 


FREE  EVALUATION. 

Accredited  universities  offer  full  credit 
for  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 
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Playground 

of  the  rich  4 
ana  famous. 


No  better  bed  than  Tempur-Pedic 


Our  Weightless  Sleep  bed  embodies  an  entirely 

new  sleep  technology.  Its  recognized  by  NASA. 

And  widely  acclaimed  by  the  media.  And  its  the 

*       only  mattress  recommended  to  patients  by  no  less 

I   than  25,000  medical  professionals  worldwide. 


|  Moreover,  our  high-tech  miracle  bed  is  preferred 
by  countless  Hollywood  stars,  sports  figures,  and  famous  celebrities — 
discriminating  consumers  who  demand  the  very  best. 

Tempur-Pedic  scientists  invented  an  amazing  viscoelastic  sleep 
surface:  TEMPUR' pressure-relieving  material.  It  reacts  to  bodyshape, 
bodyweight,  bodyheat.  Nothing  mechanical  or  electrical.  Yet  it  molds 
precisely  to  your  every  curve  and  angle. 

Tempur-Pedic  brings  you  a  profoundly  relax- 
ing, buoyantly  energizing  quality  ot  sleep 
you  ve  never  experienced  before. 

Thats  why  an  unheard-of  91%  of  our  enthusi- 
astic owners  recommend  Weighdess  Sleep  beds 
to  their  friends  and  relatives. 


For  free  demonstration  kit,  call  toll-free 

888-732-0172 

or  send  fax  866-795-9367 


SPACE 

C~^-      ... 


Please  call  us  toll-free,  without  the  slightest 
obligation,  for  a  FREE  DEMONSTRATION  KIT! 


THE  ONLY  MATTRESS 
RECOGNIZED  BY  NASA 
AND  CERTIFIED  BY  THE 
SPACE  FOUNDATION* 


Q 


fktfnHJft-PEDic 

PRESSURE  RELIEVING 
SWEDISH  MATTRESSES  ANO  PILLOWS 


"M -l! 1 
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Luxury  Yachting 


XRent  A  Greek       j 
bruising  Palace 


We'v 
the  top, 
so  dive  in  no 
before  theyj~ 
all  gone.  /* 


Extraordinary  one  and  two  bedroom  units  now 
under  construction  and  available  from  the  $300's. 
Move  into  luxury  by  Fall  2004. 

6515  COLLINS  AVENUE      MIAMI  BEACH,  FLORIDA  33141 
SALES  CENTER  LOCATED  AT  6604  COLLINS  AVENUE 
305-867-2222      www.BelAireResidences.com 


bSTABUSHFD   iN  lVOy 


Also  available  for  Athens  Olympics  2004 
See  Website:  OlympicsAthens2004Yachting.com 

Charter  a  motor  yacht,  motor  sailer  or  sailing  yacht  (for  6  to  50  guests. 

from  50'  to  200'  and  $700  to  $20,000  per  day  for  entire  yacht  with 

its  foil  crew)  from  VALEF  YACHTS,  agents  for  the  largest  fleet 

ot  crewed  yachts  for  charter  in  Greece. 

IT  COSTS  NO  MORE  THAN  BEING  ON  A  CRUISE  SHIP 

BUT 

•  You  can  plan  your  own  itinerary  with  your  own  captain 

•  Your  food  with  your  own  chef 

•  Your  drinks  with  your  own  steward,  or  leave  it  up  to  them 

to. ..pamper  you. 

VALEF  YACHTS  LTD 

International  Headquarters:  72=>  I  Fir  Rd.,  P.O.B.  385,  Ambler,  PA  19002  U.S.A. 
Tel:  (215)641-1624  •  (215)641-0423  •  (800)  223-3845  •  Fax:(215)641-1746 
E-mail:  info@valefvachts.com  •  Website:  VALEFYACHTS  com 


Health/Back  Pain 


BACK  PAIN? 


There  is 
an  answer! 

Send  for  FREE  information 

on  NEW,  guaranteed 

seat  and  back  supports 

designed  by  a  leading 

back  pain  specialist. 

Posture  Education 

609  Sleepy  Hollow  Road 
Briarcliff  Manor,  NY  10510 
www.postureaducation.coni 


CALL  TOLL-FREE  1-800-392-0363 


Mailing  Lists 


14  Million  Businesses  ■  Select  by  geography,  sales  volume, 
business  type  contact  name,  credit  rating  and  more 

250  Million  Consumers  •  Select  by  age,  income,  r  :>me  value, 
buying  behavior,  geography,  and  more 


Business  Financing 


Legal  Services 


m 


Customer  Analyzer  4  Prospect  Builder  ■  Amlwo . 
customers  4  find  prospects  that  match  Effis  analyse 
prospects  at  inloUSA.com. 

#<^  1-800-264-4241 


BANK  SAYS  "NO"? 

We'll  pay  you  cash  for  your 
company's  receivables  within  24 
hours.  Approvals  by  phone. 
Personalized  service.  No  upfront 
fees.  No  collateral  required. 
Call  today  to  CASH  $50,000 
minimum  to  $2,500,000. 
It's  more  affordable  than 
you  think. 

Mr.  Weil  800 -499-6179 
or  888-505-7332  for 
recorded  information. 


Watches 


BUY  •  SELL  •  TRADE 


(TVER  300  PRE-OWNEI) 

ROLEX  IN  STOCK 
also  Cutter,  ItmllhiK  &  Tag 
/  IKGES1  Si  LECTION  Dl 

Certified  Diamonds 
1-800-8-WATCHES 

"fail     hir  Web  Site:  naHonalwatch.com 

I  '  I  i.'hiv      St  Mtl  'hilo    PA  NWOBMffifotfHMm* 


C 


LU 


♦NEVADA/OFFSHORE 
♦LLCs/TRUSTS 
♦BANKING/PRIVATE 
♦ASSET  PROTECTION 

(800)261-2920 


Forbes 

Subscriber  Service 

To  order,  change  address 
or  other  customer  service, 

call  1-800-888-9896 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Section^  , 

Call  Media  Options  f 

1-800-442-6441 

mediopt@aol.com 
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Call  for  further  information  on  this  and  In  a  magnificent  high  elevation  oceanfront  setting  in  Highland  Beach,  FL  with  over  90  feet  in  width 

other  ocean  and  intracoastal  properties.  and  325  feet  in  depth  is  nestled,  in  its  own  gated  privacy,  a  brand  new  Mediterrean  Masterpiece 

Estate.  Commanding  exceptional  views  of  the  Atlantic  Ocean,  this  8  bedroom,  8  bathroom,  J  halt 

Contact:  Teppo  Uuranniemi  bath  and  a  full  cabana  bath  designer  furnished  residence  comprises  over  14,000  square  feet  in 

561-330-0850  design  with  a  separate  guest  house  located  on  the  manicured  grounds  with  its  own  running  brook. 

561-271-6464-cell  A  theater,  gameroom,  exercise  room,  sauna,  wineroom  and  a  5  car  garage  are  just  a  few  of 

e-mail:  teppo@462 1  oceanestate.com  the  special  features  in  this  truly  spectacular  oceanfront  estate.  Available  immediately. 


Luxury  Penthouse 


LIFE    WORTH    VIEWING 

Waterfront  Penthouse  in  Luxury  High-Rise 


*  wonderful.  2-story,  loft-style 
penthouse.  3.700  sq.  ft.  of  living 
space,  with  3  bed-rooms.  3-1/2  baths 
and  1,000  sq.  ft.  of  wrapped 
balconies.  Designer  finishes 
include  marble  and  bamboo 
wood    floors,    plus    marble 


baths,  granite  kitchen  and  stainless 
steel  appliances.  Ocean  and 
Intracoastal  vistas,  with  sweeping 
views  from  every  room. 
Exclusive  Venetian  Causeway 
address  and  rich  on-site 
amenities.  $1,950,000. 


Charge  your  ad      VISA 


Newsletter 


Jewelry 


NANOTECH  IS  HOT- 
BUT  DON'T  GET  BURNED! 

Nanotechnology  is  changing  the  world  and 
creating  the  investing  opportunity  of  a 
lifetime.  We  told  our  readers  to  buy  Flamel 
(FLML)  at  $1.60  and  it  is  now  over 
$25. ..our  Nanosphere  Portfolio  is  up  over 
190%  since  March  2002  and  a  recent 
recommendation  popped  31.49%  in  one 
week.  But  beware  of  the  hype!  The 
Forbes/Wolfe  Nanotech  Report  separates 
the  true  leaders  from  the  overpriced. 
Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 

Call  800-523-7967  or  go  to 
www.forbeswolfe.com/frb 


John  ±  Christian 


DESIGNERS  &  CRAFTSMEN 


9{aised 
Jatnity  Crest 

14K  GOLD  $790 

Free  Catalogue 


RINGBOX.COM    1-888-646-6466 


for  information  and 

rates  on  advertising 
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Call  Media  Options 

1-800-442-6441 

mediopt@aol.com 
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Bali  Prints 


Advertisement 


Business  Opportunities 


RARE  DALI  PRINTS 

If  you  own,  orate  considering  the  purchase 
of  a  Salvador  Dull  prim.... 

Our  exclusive  catalog  features  full-color 
pictures  of  more  than  500  signed  limited 
edition  Salvador  Dali  prints.  Each  print  is  fully 
documented  by  Albert  Field,  curator  of  the 
Salvador  Dali  Archives,  and  guaranteed 
authentic.  The  catalog,  "Salvador  Dali:  A 
Retrospective  of  Master  Prints,"  is  a  must 
for  anyone  interested  in  works  signed  by 
Dali.  Call  now  and  we  will  rush  you  a  free 
copy  of  "The  SalvadorDali  Collector's 
Newsletter".  ($15  per  issue) 


l-(800)  275-3254 

ask  for  Dept.  FM 

hUp;//v.ww.il;ilij:.ilkTv  wm .  FAX  JKM54-2O90 
Bom  foe  Ait«  15332  Anfioch  St,  #  108,  Pacific PBlis*les.CA  l*C7: 


Watches 


Lamps  &  Lighting 


thebrightspot.com       I  SWISS  WATCHES 


k Website  and  catalog  of  Mission, 

Mica,  Tiffany  lamps  and 

lighting  fixtures. 

Kichlers  Canyon  View  Outdoor 

The  Bright  Spot,  Inc. 

800-736-0126 

www.thebrightspot.com 


Timeshare 


TIMESHARES 


GREAT  DISCOUNT  PRICES! 

•  TAX  FREE 

•  2003  MODELS 

•  100%  AUTHENTIC 

•  CARTIER,  OMEGA,  TAG,  ETC. 

CALL  NOW  (949)  470-4545 


WWW.ATLANTICTIME.COM 


Art  Wholesale 


save  up  to.. 


,  BEST  RESORTS, 
PRICES*  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


HOLIDAYGROUP.com 


70 


% 

off  retaill 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman,  Erte',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto,  Fairchild,  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 


For  information  and 

rates  on  advertising 

in  the  next  Forbes 

Display  Classified  Sect! 

Calf  Media  Options 

1-800-442-6441 
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A  Mind  Boggling  Profit  Potential 

Earn  a  serious  six  figure  income  yearly 

with  our  proven  program  now  being 

implemented  in  high  schools  across  America. 

Exciting  &  unique  opportunity  for 

individual  w/  mgmt./sales  ability. 

Inv.  of  $19,500 

866-635-8455 


IS  THIS  THE  PERFECT 
WHITE  COLLAR  BUSINESS? 


FREE  VIDEO  reveals  why  prominent  attorney  left 
practice  for  goldmine  business  providing  low-cost 
lawsuit  protection,  privacy,  tax  reduction-now 
needs  Associates  nationwide.  You  can  enjoy 
exceptional  income,  ideal  lifestyle  and  prestige 
representing  these  important  services  to  business 
owners,  professionals  and  families  in  your  area. 
Local  appointments  available.  You  earn  large 
initial  fees  plus  renewals.  As  few  as  10  clients 
yields  as  much  as  $64,000.00  income.  Work  from 
home,  no  overhead,  flexible  hours  you  control.  No 
franchise  fee.  Fast  start.  Full  training  and  support. 
Proven  business  system.  No  special  education, 
financial  background  or  sales  expenence  required. 
24-hour  free  recorded  message:  (800)  653-4497 


Revolutionary 

1  Blue  Chip  Property  Formerly  Unavailable 

•  Lifetime  of  Residuals 

•  Get  In  On  THE  Multi-Billion  $  Industry 

•  Exclusive  First  Time  Offer 

Do  NOT  Miss  This 

Call  1  -888-920.1  N  VEST 


OFFSHORE 


♦Companies  f0i»wlc " 

♦Banking  «2g&» 

♦Credit  Cards   >-.      ..   i  A 

♦Privacy  Capital  Asset 

J  Management 

(800)710-0002        Fr~Brochur« 
Visa/MC/Amex     www.anwprotectlon.com 


OIL  WELLS  for  SALE 

100%  working  interest  in  7  wells, 

netting  $6,500  per  mo. 

Price  $200,000. 

Upside  potential. 

1-800-880-7202  or  call 
Cell  806-548-0760 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 

Complete  Training. 

Call  for  Free  Information. 

800-995-0049  ext.  1862 


www.e-morporate.cod 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 
800.423.2993 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 

Escape  Financial  Prison  and 

Truly  Profit  From  America's 

Heartland" 

In  This  FREE  Report  I  reveal  the 

easy  to  implement  apartment  and 

commercial  property  investment 

system,  with  a  10  year  track  record, 

that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 

heartland  of  the  U.S.  With  No  Time 

Consuming  Management  Necessary 

-  and  how  I  discovered  it  years  ago 

while  working  as  a  prison  guard. 

www.daringarman.net  or 

FREE  Recorded  Message  At 

1-800-471-0856  ID#3333 


1 


Investors  Wanted 

For  a  Nostalgic  and  Historic 
Documentary  Series  of  the  most 

famous  Rock  &  Roll  records  ever 
recorded.  Behind  the  scenes 
interviews  with  major  artists, 

producers,  engineers  &  musicians. 
Call  1-973-257-1991 
info@theproductionplant.com 


w 
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conomy  is  making 
BIG  MONEY  for  loan 
and  leasing  brokers! 


Business  Loans  -  Equipment  Lt-sse 

OWN  YOUR  OWN 
BUSINESS  LOAN  COMPANY 

No  oxpenenco  needed     Wo  support  yout 

Receive  a  FREE 

45  MINUTE  VIDEOTAPE  SEMINAR  a^£| 

FULL  COLOR  INFO  PACKET  ft  BROCHURE 


800-336-3933 


f¥ 


o 


The  Loan  Consultant!,  Inc. 


Popular  Science  quotes 
"Finally  someone  has  got  it  right" 
Other  magazines  say  "Airzone 
Recreation  Revolutionizes  camping!" 
Outdoor  Life  says  "Tent  poles  are  now 
outdated".  Internationally  patented. 
WORLD  CLASS  PRODUCTION 
MANUFACTURING  IN  PLACE. 
Call  Marc.  250-491-9228 
WWW.AIRZONERECREATION.COM 
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The  elegant  solution  to  crowded  pools,  difficult 
schedules,  flip-turns  and  staying  fit. 

Now  you  can  swim  whenever  you  like,  on  your  own  schedule, 
at  your  own  perfect  pace.  No  traveling,  no  crowded  pools, 
no  heavy  chlorine.  Just  your  own  8'  x  15',  technologically 
advanced  "counter  current"  pool,  where  you  swim  or 
exercise  against  a  smooth  current  that's  infinitely 
adjustable  to  any  speed  or  ability. 

Modular  construction  means  many  sizes 
and  options  are  available. 

The  Endless  Pool™  is  simple  to 
maintain,  economical  to  run,  and  easy 
to  install  inside  or  outdoors.  Call  us  or 
visit  our  web  site  for  more  information. 


5s£^ 

ENDLESS  POOLS'" 

Call  800-233-0741,  Ext.  32 1 4 

for  our  free  DVD  or  Video 
www.endlesspools.com/32 1 4 


Unlike 

inferior 

"water  jet" 

systems, 

the  Endless 

Pool  system  does 

f     not  create  turbulence 

or  bubbles — |ust  an 

infinitely  adjustable  flow 

you  II  love  to  swim  in.  To  stop,  just  swim  or 

step  to  one  side.  An  ingenious  "water  return 

system"  is  hidden  in  the  side  benches. 


When  exercise  is  a  pleasure,  fitness  is  easy... 


Discount  Cruises 


Business  Services 


** 


1-800-788-8108 


OUR  37th  YEAR 


wviw.nationaldiscoimtcruise.com 


Increase  Profits  Now! 

Million  dollar  PR  firm  is  seeking 
partnerships.  Earn  monthly 
revenues  at  no  cost  to  you. 

Call  RSA  815-963-1497 

rockfordpr@aol.com 


'9m 

For  information  and 
rates  on  advertisi 
in  the  next 
Display  Classified  Se 
Call  Media  Options 
1-800-442-6441 

mediopt@aol.comf 


Future&tr&br  - 


■I'VE  H^"      Learn  How  Easily  You  Can  Trade 

VioOT  T "iiT      Commodity  Futures  and  Options 

H^lSE   *  With  Daily  Signals  From 


30S* 


® 


0 


COAUVODEX 


THE  SCIENCE  OF  MAKING  MONEY® 


Is  the  U.S.  Dollar  dead?  Will  Gold  soar?  How  low  will  interest  rates  go? 
If  you  want  to  see  how  you  can  participate  in  the  next  extraordinary  profit 
opportunities,  sign  up  now  for  your  FREE  COMMODEX®  System  trial. 
Catch  profit-packed  trends  in  financial,  energy,  commodity,  and  currency 
futures  now.  Test  the  oldest  and  most  consistently  profitable  daily  futures 
trading  system  published  in  the  world  without  obligation... 
Special  offer  includes  v5  consecutive  issues  with  full  literature  vUp  to  50 
commodities  and  100  contract  months  "-Sample  portfolios  vand  more! 

CALL  NOW  800-336-1818  (Non-U.S.  dial  201-784-1235) 
SIGN  UP  ON  THE  WEB  AT  WWW.COMMODEX.COM 
ACT  NOW!  LEARN  HOW  YOU  CAN  TRADE 
COMMODITIES  EFFECTIVELY  WITHOUT  OBLIGATION 

PO  BOX  566,  CLOSTER,  NJ  07624-0566 


Charge  your  ad  ' 


THOUGHTS 

On  the  Business  of  Life 


While  most  people  happily  contemplate  reaching  retirement  age,  not  all  do.  And  that 
all  must  retire  at  a  set  age  has  been  soundly,  deeply  and  legally  shaken  up,  reshaped. 
Businesses  are  awakening  to  the  fact  that  their  greatest  resource  for  part-time  (and 
often  full-time)  help  is  from  retirees.  Hardening  of  oldsters' arteries  isn't  as  prevalent  as  once  presumed. 
Many  retirees  are  discovering  that,  though  they  may  work  less,  it's  more  fun  working  some.  As  is  the  case 
of  most  dreams,  retirement  dreams  realized  are  not  quite  as  dreamed.      — MALCOLM  S.  FORBES  ( 1986) 


/  have  never  liked  working.  To  me  a  job 
is  an  invasion  of  privacy. 

—DANNY  MCGOORTY 


Anybody  who  works  is  a  fool.  I  don't  work, 
I  merely  inflict  myself  upon  the  public. 

—ROBERT  MORLEY 


Hard  work  never  killed  anybody, 
but  why  take  a  chance? 

—EDGAR  BERGEN 


People  who  work  sitting  down  get 

paid  more  than  people  who  work  Always  be  smarter  than  the  people 

standing  up.  who  hire  you. 

— OGDEN  NASH  —LENA  HORNE 


Work  is  much  more  fun  than  fun.  I've  been  promoted  to  middle 

— NOEL  COWARD      management.  I  never  thought 
I'd  sink  so  low. 


Warning  to  all  personnel:  Firings  will 
continue  until  morale  improves. 


-TIM  GOULD 


—ANONYMOUS      No  man  ever  listened  himself  out  of  a  job. 

—CALVIN  COOLIDGE 


Canadians  shouldtt't  come  down  to 

southern  California  and  take  jobs  away  There  ain't  no  rules  around  here! 

from  our  Mexicans.  We>ri  lryilh,  /(,  rtavnipijsh  something! 

-STANLEY  RAi  PI  I  ROSS  -THOMAS  EDISON 


Working  hours  are  never  long  enough. 
Each  day  is  a  holiday,  and  ordinary 
holidays  are  grudged  as  enforced 
interruptions  in  an  absorbing  vocation. 


-WINSTON  CHURCHILL 


The  secret  of  joy  in  work  is  contained 
in  one  word — excellence.  To  know  how 
to  do  something  well  is  to  enjoy  it. 

—PEARL  BUCK  L 


The  more  I  want  to  get  something  done, 
the  less  I  call  it  work. 

—RICHARD  BACH 


A  Text... 

J  will  both  lay  me  down  in  peace, 
and  sleep:  for  thou,  Lord,  only 
makest  me  dwell  in  safety. 

—PSALMS  4:8 

Sent  in  by  Jane  Mayes,  Port  Austin,  Mich. 
What's  your  favorite  text?  Forbes  Book  o) 
Quotations:  Thoughts  on  the  Business  of  Life  is 
given  to  senders  of  Bible  texts  that  are  used. 


More  than  14,000  "Thoughts,"  arranged  alphabetically  by 
subject,  are  available  in  a  900-page,  one-volume 
deluxe  edition,  Forbes  Book  of  Quotations:  Thoughts  on  the 
Business  of  Lift:  The  price  is  $40,  plus  $3.50  shipping  and 
$1  per  item  for  handling  (add  applicable  sales  tax). 
To  order,  please  call  toll-free,  1-800-876-6556. 
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OfiStar 


CUT  CORNERS,  SLICE  STRAIGHTAWAYS 

The  razor  sharp  CTS  has  a  new  edge:  255  horsepower.  Now  with  an  available  3.6L  V6  VVT  engine  and  a 
Hydra-Matic  5-speed  transmission,  delivering  0-60  in  6.7  seconds.  Drivers  will  quickly  discover  another 
edge:  that  of  their  seat.  CTS  starting  at  $31,185? 


BREAK 


THROUGH 


cadillac.com      "MSRP.  As  shown  $41,135.  Ta: 


optional  equipment  extra.     Call  1  888  40NSTAR  (1  888  466  7827)  or  visit  www.onstar.i  j 


'hrough™  Cadillac®  Cadillac  badge"  CTS® 
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Smarter  Administration 


healthcare  enterprises  respond  faster 
to  patients,  payers  and  providers  while 
reducing  the  costs  and  errors  of  paper- 
based  processes. 


6J> 


Sybase  is  the  world's  number  one 
provider  of  mobile  middleware* 
You'll  find  Sybase  technology  at 
work  in  over  80%  of  the  top  100 
companies  in  the  FORTUNE  500® 

Start  your  journey  to  the 
(Jnwired  Enterprise. 


5* 


The  Enterprise.  Unwired 


Download  your  free  copy  of  the  Sybase/Intel 
White  Paper:  Unwiring  the  Enterprise  at 

www .  Sybase .  com/mnc 


•Source  IDC  Worldwide  Mobile  Middleware  Competitive  Analysis.  2003. 
Forecast  lor  2003-2007.  IDC  #29580.  Jul  2003. 


(T)  Uranium  mining 

(2)  Uranium  enrichment  and  nuclear  fuel  fabrication 

(3)  Reactor  design  and  construction 

(?)  Reprocessing  and  recycling  of  nuclear  spent  fuel 

(5)  Wind  power  equipment 

(6)  Transmission 

(7)  Distribution 


The  world  needs  energy. 

AREVA  develops  solutions  to  produce,  transmit  a 

AREVA,  with  75,000  employees  in  over  1 00  countries,  offers  its  clients  technological 
solutions  for  reliably  producing  and  supplying  electricity,  www.areva.com 
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MidCap  SPDR:  the  ton  S&P  MidCap  400  in  one  share. 

Find  out  more:       it  www.amsx.com/MDY or  call  \-Z00-THE  AMEX. 


p  SPDR   Trust,  a  unit  investment  trust. 


zb  of  opportunity  we  weave 


The  weaving  prowess 
of  spiders  is  not  limited  to 
silk;  they  also  work  wonders 
with  securities. 

MidCap  Spiders  (MDY) 
are  exchange  traded  funds 
that  add  the  whole,  diverse 
S&P  MidCap  4.OO  to  your 
portfolio  in  one  shot. 
Each  share  represents  the 
whole  basket  of  S&P 
MidCap  400  stocks  just 
like  a  traditional  index 
fund.  But  you  buy  and  sell 
MidCap  Spiders  like  a 
stock.  In  fact,  they  trade 
all  day  long.  So  they're 
the  best  of  both  worlds  — 
made  even  better  by  low 
management  fees. 

If  you're  interested  in 
the  S&P  MidCap  400, 
this  is  a  smart  way  to  own  it. 
MidCap  Spiders  are  one 
of  IOO+  exchange  traded 
funds  listed  on  the 
American  Stock  Exchange. 
Ask  your  advisor  to  spin 
you  the  whole  story. 
Or  visit  amex.com/MDY. 


MidCap 

cone 

AMERICAN 

STOCK  EXCHANGE* 


PDRs  are  subject  to  risl  -  including  possible  loss  oi 


guarantee  of  future  results. 
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Minnesota  courtroom. 
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Cingular  Wireless,  LLC. 


Cingular  has  been  providing  wireless 
messaging  to  the  world's  most 
prominent  companies  for  more  than 
a  decade —  longer  than  any  other  wireless 
provider.  These  companies  count  on  our  experience, 
dependability,  and  innovation  to  support  their 
businesses.  Find  out  what  we  can  do  for  you. 

Xcingular 

ts  you  best 


www.cingular. com/business  •  1-877-437-6381 


Managing  today 
/ith  greater  depth  an 
And  the  discipline  t) 

Some  firms  offer  wealth  expertise  in  a  few  areas.  Others  provide  coverage  in 
many.  But  no  one  has  greater  depth  and  breadth  of  wealth  management  expertise- 
across  the  financial  spectrum— than  The  Private  Bank  of  Bank  of  America. 

■ 

Equally  important,  we  bring  this  expertise  together,  creating  more  integrated 
solutions  to  your  complex  needs.  And  we  provide  these  customized  recommendations 
based  on  the  extraordinary  strength  and  stability  of  Bank  of  America. 

Small  wonder  we've  been  entrusted  to  manage,  protect  and  pass  on  wealth  for  more 
than  150  years. 

The  Private  Bank  is  dedicated  to  serving  affluent  families  and  individuals  with  complex  wealth 
management  needs.  Our  experienced  advisors  customize  unique  and  comprehensive  solutions  for 
each  individual,  integrating  world-class  investment  management,  trusts,  credit  and  banking  services 
We  welcome  'mtojfatf  unity  to  work  with  you.  We  invite  you  to  call  Caroline  Grace  at  S00.S63.9500 
or  visit  www.baqfManiericu.com  privatebank. 
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Up-to-the-Minute  News 

Throughout  the  business  day: 
breaking  news  from  our  Markets 
Desk  and  the  Reuters  wire,  plus 
news  analysis  from  our  editors. 

Quotes  &  Research 

Price  quotes,  charts,  news  and 
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mutual  funds.  Use  our  premium 
Streaming  Stock  Portfolio  to  track 
your  stocks  in  real  time. 

News  Alerts  by  E-Mail 

Sign  up  from  any  news  page  on 
Forbes.com  to  have  our  latest 
articles  on  the  companies,  indus- 
tries and  executives  of  your  choice 
e-mailed  to  you  as  we  publish. 

Cast  Your  Vote 


Which  business  titan  of  the  past 
left  the  greatest  legacy?  To  make 
your  pick  from  our  slate  of 
20  legendary  businessmen — from 
Rockefeller  to  Rothschild — go  to 
www.forbes.com/extra,  then  click 
on  the  link  for  "Most  Influential 
Businessman." 
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wine  and  art. 

Forbes.  Items  from  the  Forbes 
C  Collection;  books  by  Forbes 
editors;  Forbes  Lists  for  purchase. 
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The  Passion  of  Mel 

Penelope  Patsuris 


Passion:  big  profits  for  Gibson. 


Reviewers  gave  Mel 
Gibson's  controversial 
new  movie  The  Passion 
of  the  Christ  a  mixed  re- 
ception. But  at  the  box 
office  the  film  is  on  a 
pace  to  beat  out  critically 
acclaimed,  award-win- 
ning blockbusters  such 
as  The  Lord  of  the  Rings: 
The  Return  of  the  King 
and  Finding  Nemo. 
That's  good  business  for 
Gibson:  His  Ikon  Pro- 
ductions was  the  movie's 
sole  backer.  Go  to 
Forbes.com  for  an  inside 


look  at  the  film's  finances,  the  surprisingly  large  sum  that 
Gibson  looks  set  to  pocket  and  how  he  aims  to  merchan- 
dise the  film  in  the  estimated  $4.2  billion  Christian  retail 
market. 

Lifestyle 
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Neal  Santelmann 

Shoes  say  more  about  a 
man  than  any  other 
article  of  clothing.  The 
difference  in  style  and 
quality  can  be  subtle, 
and  the  best  shoes 
aren't  cheap.  A  classic 
monkstrap  from 
Crockett  &  Jones  can 
cost  $400,  while  hand- 
built  shoes  from 

Lobb's  in  London  PriceV  footwear  from  John  Lobb. 

can  run  to  $3,600  or  more.  That  may  sound  like  a  lot  of 
money,  but  it's  a  good  investment.  With  proper  care,  a 

made  shoe  will  last  for  decades.  Go  to 
v\  w       > rbes.com/extra  and  click  on  the  Best  Men's  Shoes 
link  to  see  Forbes.com's  pick  of  gentlemen's  footwear. 
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there  is  breaking  news  on  Chief  | 
Executive  Wade  Thompson. 
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the  Fixed-Income  Watch 
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the  Forbes/Lehmann  Income 
Securities  Investor  newsletter. 
For  tips  on  investing  in  bonds, 
convertibles  and  preferreds,  go 
to  www.forbes.com/extra;  click 
the  Richard  Lehmann  link. 
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Clips  from  our  weekly  TV  show 
are  available  online. 
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Search  past  issues  of  FORBES  by 
author,  topic  or  date.  Down- 
load, print  or  e-mail  articles. 
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Upgrades  subject  to  availability.  American  Airlines  reserves 

:he  right  to  change  the  AAdvantage  program  without  notice. 

Complete  AAdvantage  details  at  AA.com/aadvantage. 


A 


an  you  upgrade  to 
rst  Class  if  you're 
n  an  airline  that 
as  no  First  Class 


^r 


Ahh    that  magic  word-  Upgrade. .  .Wide.  Leather.  First  on.  First  off.  "Hot  towel?"  kind-of-upgrade. .  .Why  settle  for  less? 
And  now  you  can  request  and  purchase  those  upgrades  at  AA.com*  So  next  time  you  fly,  get  a  lot  more  airline. 

AmericanAirlines 
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mind,  they  won't  just  help  you  grow,  they  will  grow  with  you.  Visit  sap.com/ideas  or  call  800  880  1727,  because 
we  have  a  few  big  ideas  of  our  own. 
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Underpaid,  overpensioned. 


lIG  PGnSiOn  BOmb  Pensions  are  a  big  waste  o: 
money.  What  do  you  say  we  just  abolish  them?  Especially  gov- 
ernment pensions.  - . 

The  problem  with 
retirement  pay  is  that 
it  isn't  worth  all  that 
much  to  the  worker — 
at  least,  not  as  much  as 
it  costs  the  provider. 
This  is  emphatically 
true  of  military  pen- 
sions, as  Ira  Carnahan 
relates  on  page  50. 
Promises  of  future 
stipends  and  health 
benefits  are  next  to  meaningless  to  young  enlistees.  So  don'ti 
make  the  promises.  Give  them  cash  instead.  As  it  is,  some  future 
payouts  cost  the  Department  of  Defense  200  times  as  much  as 
they  are  worth  to  the  soldier. 

Private  employers  figured  this  out  a  long  time  ago.  They  are 
switching  as  fast  as  they  can  from  classic  monthly  pensions  to 
401(k)  plans.  Give  the  workers  a  wad  of  money,  nudge  (but 
don't  force)  them  to  put  some  aside  and  let  them  accept  the  con- 
sequences. That  way  a  worker  gets  an  immediate,  tangible  stake 
in  the  retirement  pot,  a  stake  that  shows  up  in  a  quarterly  state- 
ment and  that  can  be  taken  from  job  to  job.  The  resulting  labor 
market  mobility  does  wonders  for  the  economy.  People  don't 
stay  stuck  in  dead-end  jobs  just  for  the  pension. 

Some,  mostly  unionized,  industries  cling  to  old-style  pen- 
sions— autos,  steel,  airlines.  They  use  the  system  to  foist  costs 
onto  competitors  and  taxpayers.  If  a  company  doesn't  have  the 
cash  to  give  workers  a  pay  raise,  it  will  fatten  their  pensions 
instead.  When  it  goes  bust,  the  federal  Pension  Benefit  Guaranty 
Corp.  has  to  make  good  on  the  promises. 

For  similar  reasons,  politicians  are  in  the  habit  of  favoring 
manana  pay — later  generations  of  taxpayers  will  get  stuck  with 
the  bills.  What  a  shame  that  New  York  City  cops  and  firefighters 
get  half-pay  retirement  after  20  years.  Good  ones  who  should 
stick  around  quit  their  jobs  at  age  42.  Bad  ones  who  should  be 
fired  long  before  then  are  allowed  to  stay,  because  it  would  be 
too  cruel  to  erase  that  precious  retirement  benefit.  There's  a  per- 
verse incentive  for  workers  nearing  retirement  to  pad  their  final 
paychecks  with  overtime. 

Is  it  possible  for  a  government  to  ease  new  hires  into  a 
401(k)-style  system?  A  Michigan  governor  swallowed  hard  and 
did  just  that  in  1997.  In  a  recent  white  paper  two  budget  experts 
at  the  Manhattan  Institute  suggest  that  New  York  follow  suit.  But 
there  doesn't  seem  to  be  any  stampede  of  politicians  taking  up 
the  cause. 
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Mirror,  Mirror  on  the  Wall ... 

"Disney's  Sinergy"  (Mar.  15,  p.  52)  appears  to  have  been  written  in  Fantasyland.  FORBES 
says  that  Roy  Disney  might  have  been  better  off  parking  his  money  in  Disney  stock] 
rather  than  Shamrock  Holdings,  which  has  invested  $2  billion  over  26  years.  But  con- 
sider that  Roy  Disney's  investment  in  Disney  when  Michael  Eisner  joined  the  com 
pany  was  valued  at  roughly  $23  million  and  is  today  worth  some  $440  million.  Had  it 
been  invested  in  Shamrock,  that  $23  million  would  today  be  worth  over  $2  billion 
The  story  also  says  Shamrock's  media  and  communications  investments  are  up  101% 
in  the  same  period.  The  fact  is  Shamrock  achieved  a  rate  of  return  of  approximately  25% 
on  its  investments  in  media,  entertainment  and  communications  over  the  last  20« 
years —  more  than  four  times  what  an  investment  in  Disney  stock  would  have  yielded.' 

Shamrock's  total  return  on  Ansell  is  roughly  60% — hardly  "underwhelming, 
During  the  same  period  Disney  stock  declined  by  21%  and  the  S&P  by  7%.  While 
Ansell  is  a  fine  company  producing  good  returns,  we  aren't  involved  in  its  daily  man- 
agement. Not  that  we're  ashamed  that  condoms  are  among  its  products.  We're  not,  as 
one  of  the  primary  purposes  of  those  products  is  to  prevent  disease. 
Not  every  Shamrock  investment  has  been  a  success.  But  we  believe 
our  record — a  25%  IRR  over  a  20-year  period  on  more  than  $2  bil- 
lion invested — speaks  for  itself.  Unlike  the  Disney  company,  we  own  up 
to  mistakes  and  don't  award  our  senior  executives  lavish  bonuses. 

ROY  DISNEY  AND  STANLEY  GOLD 
Partners,  Shamrock  Holdings 
Burbank,  Calif. 

Last  year  Michael  Eisner  received  a  $6.5  million  bonus  in  the  form  of 

restricted  stock  that  had  not  vested,  and  accordingly,  it  was  excluded  from  the  table 

detailing  Eisner's  salary  and  bonus  in  2003. — ED. 


Emergency  Exit 

"Expecting  Trouble"  (Mar.  15,  p.  162)  did 
a  good  job  of  laying  out  the  problems 
women  have  getting  emergency  contra- 
ceptives, including  the  FDA's  decision  to 
stall  the  approval  of  Barr  Pharmaceuti- 
cals' Plan  B  pills  for  over-the-counter. 
Plan  B  doesn't  terminate  a  pregnancy  but 
acts  like  a  larger  dose  of  the  hormones 
used  in  regular  oral  contraceptives.  In 
I  ebruary  the  House  of  Representatives 
passed  the  Unborn  Victims  of  Violence 
Act,  which  recognizes  that  killing  a  preg- 
nant v  i  >man  is  two  crimes — the  woman's 


murder  and  that  of  the  unborn  victim. 
Rights  for  the  unborn  could  lead  to  the 
outlawing  not  only  of  abortion  but  also  of 
regular  and  emergency  contraceptives. 
Barr's  Plan  B  status  could  be  in  for  the 
long  haul. 

THOMAS  B.  FOLE? 
Bronxville,  N.  Y. 

Smoke  Alarm 

"A  Cozy  Cancer  Cartel"  (Feb.  16,  p.  52) 
mischaracterizes  the  tobacco  Master  Set- 
tlement Agreement  (MSA),  distorts  th« 
views  of  the  attorneys  general  who  signec 


he  right  software  can  transform  your 
ifrastructure  into  an  on-demand  environment. 

e  best  way  to  survive  any  business  crisis  is  to  avoid  it  altogether.  That's  why 
r  management  software  is  designed  to  make  your  business  more  responsive 
an  ever.  It  lets  you  align  your  IT  to  fit  your  business  needs.  And  it's  seamlessly 
tegrated.  As  a  result,  you  can  maximize  your  resources  and  increase 
ofitability.  To  find  out  more  about  transforming  your  IT  environment  for 
jsiness  success,  go  to  ca.com/management1. 
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Allen  Edmonds  Recrafting*.  We  use 
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it  and  ignores  the  fiscal  and  public  health 
benefits  it  provides.  The  MSA  bans  mar- 
keting tobacco  to  children  and  restricts  its 
marketing  generally.  It  requires  that  these 
companies  pay  billions  to  the  states  in  per- 
petuity, forcing  price  increases  that  have 
further  reduced  cigarette  consumption. 
Cigarette  consumption  has  dropped  more 
than  1 5% — even  more  among  youth — 
since  the  MSA  was  signed  by  49  tobacco 
companies.  FORBES  implies  that  states  are 
worried  about  falling  sales.  That's  flat 
wrong.  We're  overjoyed — that  means  the 
MSA  is  saving  lives.  FORBES  misses  the  im- 
portant point  that  states  will  reap  long- 
term  savings  from  reduced  health  care 
costs,  savings  that  will  far  exceed  any 
reductions  in  the  settlement  payments. 
Finally,  regarding  Freedom  Holdings  v. 
Spitzer,  the  court  ruled  on  the  states'  mo- 
tion to  dismiss,  and  in  doing  so,  assumed 
plaintiffs'  unproven  allegations  were  true. 
No  court  has  heard  any  evidence,  and  the 
states  dispute  those  claims.  Plaintiffs  have 
an  uphill  climb  before  they  will  be  able  to 
prevail.  The  MSA  is  working.  It  has  pre- 
vented thousands  of  children  from  start- 
ing to  smoke.  Attorneys  general  through- 
out the  country  applaud  these  changes. 

BILL  LOCKYER 

Attorney  General  of  California 

Pres.,  National  Assoc,  of  Attorneys  General 

Washington,  D.C. 

No  Spring  Chicken 

"The  Art  of  Unhatched-Chicken  Ac- 
counting" (Mar.  15,  p.  174)  missed  the 
fundamental  point  about  the  role  MSRs 
play  in  Countrywide's  business  model. 
Our  investment  in  MSRs,  combined  with 
our  loan  origination  capability,  provides 
a  powerful  natural  hedge  against 
changes  in  interest  rates.  MSRs  represent 
the  present  value  of  future  net  servicing 
income  and  thus  contain  an  intrinsic 
uncertainty.  However,  like  all  other 
financial  investments,  their  value  is 
established  by  the  marketplace,  incor- 
porating both  the  asset's  inherent  risks 
and  rewards. 

MOMAS  K.  MCLAUGHLIN 

Chief  Financial  Officer 

Countrywide  binomial  Corp. 

Calabasas,  Calif. 

26      F   O   R    His.   March  '9,2004 


Charter  Club  Cheerleader 

In  response  to  "Rich  School,  Poor  School 
(Mar.  15,  p.  20):  I'm  a  board  member 
Amistad  Academy,  a  New  Haven,  Com 
charter  school.  Over  90%  of  the  studenl 
are  minority  and  on  lunch  assistance.  I  w< 
skeptical  that  these  children,  many  V 
grades  behind  in  math  and  reading  skills| 
could  become  successful  students.  Amis] 
tad's  school  day  is  long,  and  the  currio 
lum  highly  standardized.  Teacher  selectioi 
and  performance  review  are  rigoroui 
Your  statement "...  the  test  gap  is  beyon< 
the  power  of  schools  to  eliminate"  is  false] 
Within  three  years  Amistad's  students  out-l 
performed  the  Connecticut  state  averaga 
in  tests  of  reading,  writing  and  math.  ^1 
highly  standardized  approach  to  school-l 
ing,  along  with  a  system  for  maximizing 
teacher  productivity,  can  save  us  immensq 
economic  and  moral  costs.  The  alterna-l 
tive  is  having  a  segment  of  society  cheated 
out  of  productive  jobs  and  lives. 

KEVIN  CZINGER 

Partner,  Fortress  Investment  Group, 

New  York,  N.Y: 

In  "No  Shortcuts"  (Nov.  10,  2003,  p.  120) 
FORBES  profiled  a  similar  program  in  Wash-k 
ington,  D.C.  under  the  auspices  of  thef 
"Knowledge  Is  Power  Program  "  (KIPP). — EDi 

Regional  Bias 

We're  insulted  by  "Tarnished"  (Mar.  15, 
p.  80),  which  described  Oneida  Ltd.  as  "afl 
inbred  company  in  an  inbred  town." 
Firstiy,  Oneida  Ltd.'s  factory  is  in  Sherrill, 
N.Y.,  not  in  Oneida.  Residents  of  Oneida 
and  Sherrill  are  hard  workers  who  choose 
to  raise  their  children  in  safe,  small  towns. 
We  aren't  all  employed  by  the  Oneida 
Indian  Nation's  casino,  "the  biggest  local 
employer,  offering  low-skill  jobs  for  wait- 
resses and  blackjack  dealers."  The  region 
is  home  to  prestigious  institutions  like  Col- 
gate and  Syracuse  University.  We're  fair! 
certain  that  employees  there  aren't  inbre< 
CHRISTOPHER  AND  DYANA  SMOLE 
Oneida,  NY. 
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TEACH    US    ABOUT 
CORPORATE    AND    INVESTMENT    BANKING? 


Success  requires  both  strength  and  imagination 


Today,  successful  competitors  are  increasingly  turning  to  financial  partners  who 
combine  the  expertise  and  insight  of  the  best  investment  banks  with  the  experience  and 
capital  of  leading  corporate  banks.  As  the  nation's  fifth  largest  financial  institution, 
Wachovia  Securities  is  uniquely  positioned  to  offer  both  the  imagination  and  the 
resources  to  make  things  happen.  Talk  to  us.  Together,  we  can  create  competitive  advantage. 


wachovia 
Securities 
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ACT  AND  COMMENT 

f  Steve  Forbes,  editor-in-chief 

Vith  all  thy  getting  get  understanding" 


*:* 


k 


Sue  Everybody!  It's  Everybody  Else's  Fault! 


)BACCO  COMPANIES  WERE  SUCCESSFULLY  SUED  BECAUSE  USE 
their  legal  products  is  harmful  to  our  health.  Those  SOBs 
ade  us  do  it!  We  didn't  know  any  better. 

Suits  are  being  filed  against  fast-food  companies,  restaurants, 
hools  (they  serve  junk  food,  don't  they?)  and  other  facilities  for  aid- 
g  and  abetting  the  national  obesity  epidemic.  It's  their  fault  we  eat 
o  much!  Gunmakers  are  being  sued — people  use  their  products 
commit  crimes  and  to  wound  and  kill  others.  Obviously  these 
anufacturers  are  culpable  for  making  something  so  dangerous. 

But  why  stop  there?  Here  are  some,  among  many,  perpetra- 
>rs  that  should  be  hauled  into  the  courts  and  shaken  down  for 
ig  fat  settlements: 

Television  makers.  Their  sets  force  us  to  become  couch  pota- 
>es,  thereby  damaging  our  health.  They  must  share  the  blame 
)r  our  national  fatness. 

Ditto,  TV  programmers.  If  Hollywood  and  independent  producers 
idn't  produce  shows,  we'd  be  out  jogging  or  exercising  at  the  gym. 
Auto  companies.  If  they  didn't  make  vehicles,  there'd  be  less  air 
ollution,  no  more  carnage  on  the  highways,  no  more  of  those 


aggravating  insurance  costs. 

•  New  York  City  Mayor  Michael  Bloomberg  and  other  antismoking 
zealots.  Is  it  a  coincidence  that  obesity  has  risen  as  tobacco  use 
has  declined?  Cigarette-smoking  boosts  the  metabolism;  stop 
smoking — and  wham! — the  pounds  pour  on. 

•  Trial  lawyers.  Thanks  to  their  lawsuits,  countless  schools  have 
shut  down  or  curtailed  activities  on  their  playgrounds.  Teen- 
agers aren't  eating  much  more  than  they  did  in  the  past,  but 
they're  exercising  30%  less  than  previous  generations. 

•  Volcanoes.  A  Krakatau-size  eruption  will  spew  more  stuff  into 
the  atmosphere  in  a  day  than  all  the  Earth's  factories  have  done 
over  the  last  200  years.  Since  we  can't  collect  money  from  volca- 
noes, we  should  shake  down  national  governments  that  harbor 
these  environmentally  unsound  entities.  If  the  countries  are  too 
poor  to  pay,  then  Washington  can  put  up  the  cash;  after  all,  the 
U.S.  is  responsible  for  all  of  the  woes  of  the  world,  isn't  it? 

•  Adam  and  Eve.  They  started  our  troubles  by  eating  that  apple 
(was  it  chemically  treated?).  Since  they  are  long  gone,  we  should 
sue  their  heirs,  i.e.,  all  of  us. 


Small  Fry  Move 


MCDONALD'S  MANAGEMENT  GETS  KUDOS  FOR  A 
turnaround  of  Big  Mac  proportions  (see  story, 
p.  58).  But  what  to  make  of  its  wimping  out  to  food 
fascists  over  the  serving  size  of  its  fries?  The  move 
has  guilt  written  all  over  it:  Ronald  McDonald  is 
responsible  for  our  overeating. 

What's  next?  Will  Mickey  D's  sell  us  only  one 
fry  at  a  time — and  then  only  after  we  sign  a  hold- 
harmless  agreement? 


Food  Fight 


lONGRESSMAN  RIC  KELLER  (R-FLA.)  HAS  INTRODUCED  A  BILL 
hat  would  deal  a  body  blow  to  our  litigation  madness:  the  Per- 
onal  Responsibility  in  Food  Consumption  Act.  His  legislation 
rould  prohibit  frivolous  lawsuits  concerning  obesity-related 
laims  against  the  food  industry.  Keller's  proposal  doesn't  pre- 
lude people  from  suing  for  false  advertising,  mislabeling  of 
ood,  adulterated  food  or  injuries  sustained  from  eating  tainted 
ood.  As  this  sensible  legislator  points  out,  "There  should  be 
ommon  sense  in  the  food  court,  not  blaming  other  people  in 
he  legal  court  whenever  there  is  an  excessive  consumption  of 
ood.... Nobody  is  forced  to  supersize  their  fast-food  meals  or 
hoose  less  healthy  options  on  the  menu." 

Not  surprisingly,  Keller's  bill  is  giving  indigestion  to  much 


of  the  plaintiff  bar.  If  these  vultures  can  do  to  the  food  industry 
what  they  did  to  tobacco,  they  could  rake  in  more  than  $40  bil- 
lion in  fees. 

The  Keller  act  would  be  a  major  step  in  addressing  a  growing 
affliction  in  this  country — fear  of  lawsuits.  Almost  instinctively, 
before  doing  anything  these  days,  we  ask  ourselves  what  our  lia- 
bility might  be.  Wart  to  coach  the  local  Litde  League  team?  You'd 
better  find  out  what  your  liability  could  be.  Before  a  teacher  disci- 
plines an  unruly  student,  he'd  better  be  aware  of  the  potential  lia- 
bility. What  Philip  K.  Howard,  a  lawyer  leading  the  charge  for 
restoring  common  sense  to  our  courts,  labels  "legal  fear"  is  cor- 
roding our  daily  life.  Congressman  Keller's  bill  would  take  a  good- 
size  bite  out  of  that  fear.  We  should  all  push  hard  for  its  passage. 
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Preventive  Medicine 


CHINA  SHOULD  NOW  CONSIDER  A  SLIGHT  REVALUATION  OF  ITS 
currency,  the  yuan,  against  the  dollar.  Washington  has  been  push- 
ing Beijing  to  do  this  in  the  mistaken  belief  that  it  would  save 
U.S.  manufacturing  jobs  and  improve  our  trade  balance.  China 
has  rightly  resisted  this  fool's-gold  currency  manipulation. 

Now,  however,  the  U.S.  is  in  an  inflationary  mode,  creating  too 
many  dollars.  We  will  pay  for  this  with  higher  interest  rates  and 
inflationary  cost  pressures  sometime  next  year — unless  the  Fed 


takes  corrective  action  soon.  Our  inflation  will  immediately 
transfused  to  China,  since  "our  currencies  are  tightly  bound  together. 
A  small  revaluation  of  the  yuan  now  would  help  insulate  China. 
This  would  be  all  to  the  good,  as  China  is  already  in  the  throes 
of  a  major  economic  transformation,  which  has  thrown  up  enor 
mous  social,  political  and  business  challenges.  Inflation  is  a: 
inherent  destabilizer.  The  last  thing  we  need  is  for  China  to  em 
up  descending  into  a  late- 1990s  Indonesia-like  crisis/collapse 


> 


How  to  Help  Haiti  Help  Itself 


THE  U.S.  SHOULD  TAKE  SEVERAL  IMPORTANT  STEPS  TO  GIVE 
Haiti  a  chance  to  break  free  from  its  history  of  tyranny,  anarchy 
and  perpetual  poverty. 

Tell  the  IMF  to  get  lost,  immediately.  No  representative  of  that 
agency  should  be  allowed  near  Port-au-Prince.  The  IMF  has  done 
immeasurable  harm  to  developing  countries  around  the  world, 
and  Haiti  has  been  a  particularly  hard-hit  victim. 

In  the  late  1980s  and  early  1990s  Haiti's  economy  began  to  blos- 
som. Foreign  investment  started  flowing  in. 
Textile  factories  and  other  businesses  were 
opened.  More  and  more  people  were  getting 
decent-paying  jobs  (by  Haitian  standards), 
which  enabled  them  to  begin  pulling  them- 
selves up  the  economic  ladder.  But  the  IMF 
plied  its  poisonous  brew  of  budgetary  aus- 
terity, higher  taxes  and  debasement  of  the 
currency,  particularly  after  Jean-Bertrand 
Aristide  was  restored  to  power  in  1994. 

The  economic  boom  collapsed;  infla- 
tion ensued.  We  should  tell  Haiti's  new 
interim  government  that  past  debts  will  be  forgiven  if  basic  eco- 
nomic reforms  are  put  in  place. 

Haiti  should  enact  a  flat  income  tax,  somewhere  in  the  range  of 
10%  to  15%.  The  threshold  for  being  liable  for  this  levy  should  be 
set  high  enough  to  exclude  most  of  the  working  population.  A 
similar  tax  regime  should  be  put  in  place  for  businesses.  Haiti's 
economy  would  quickly  flourish,  and  tax  revenues  would  blossom. 

To  prevent  politicians  from  plundering  people  via  inflation, 
Haiti  should  make  the  U.S.  dollar  its  legal  tender,  as  several  other 


"»9"SSBA"' 


Against  all  odds  Haitian  slaves  rose  up  and 
ousted  their  French  oppressors  200  years  ago. 


countries,  such  as  Panama,  Ecuador  and  El  Salvador,  have  done 
The  government  should  also  make  it  easy  for  people  to  se^ 
up  businesses:  Fill  out  a  simple  form,  and  pay  a  $  1  or  $2  fee.  Lil 
most  poor  countries,  Haiti  has  made  it  extremely  difficult  for 
entrepreneurs  and  merchants  to  start  businesses  that  operat 
within  the  law.  (See  Current  Events,  p.  35.) 

Washington  should  also  encourage  Haiti  to  institute  a  formal, 
inclusive  property  rights  system.  This  would  turn  the  majority  of 
that  country's  squatters  into  legal  prop- 
erty owners,  who  would  have  the  rights  • 
and  protections  that  we  in  the  U.S.  andt 
other  Western  nations  take  for  granted. 
Remember  that,  historically,  much  of  U.S. 
property  law  basically  codified  what  peo-  • 
pie  were  already  doing,  i.e.,  it  turned 
American  "squatters"  into  "pioneers." 

Haiti  doesn't  lack  for  entrepreneurial 
energy,  as  the  vibrant  and  increasingly  * 
prosperous  Haitian  community  in  the  U.S. 
attests.  The  country,  though,  badly  needs 
institutions,  monetary/tax  laws  and  arrangements  that  will  enable . 
these  entrepreneurial  impulses  to  find  a  productive  outlet  at  home. 
It  is  profoundly  in  our  interest — and  obviously  in  Haiti's — that 
these  changes  come  to  pass.  As  businesses  proliferate  and  incomes 
begin  to  rise,  an  emerging  middle  class  will  develop  the  civil  cus- 
toms and  institutions  that  make  a  country  less  likely  to  fall  into  the 
grip  of  kleptomaniacal  thugs.  The  nation  can  then  finally  achieve  a 
destiny  worthy  of  its  heroic  overthrow  of  its  French  slave  masters 
and  its  dramatic  defeat  of  Napoleon's  troops  two  centuries  ago. 


RESTAURANTS:  GO,  CONSIDER,  STOP 


Med  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  FORBES  eatery  experts 
Tom  Jones,  Patrick  Cooke  and  Monie  Begley. 

LaMirabelle-  St.  (Tel.:  212-496-0458).      oil  cake,  however,  is  outstanding. 


Enchanting,  old-fashioi  ench  spot,  with  tra- 
ditional fare  prep,  ired  mpe  ierful  beef  stew  and 
roast  chicken,  exqui  li>  me  apple  tart. 

50  Carmine-  Tel:  212- 
206-9134).  This  trendy  y  I  v  m  is  very  pop- 
ular, so  you'd  better  mal  ["he  menu  is  * 
ied — if  only  the  food  were  unil  tter.  Pastas  arrive 
tepid,  and  none  of  the  main  cours<  I  he  olive 


•  Lucy  Mexican  Barbecue-35  East  18th  St.  (Tel.:  212-475 
5829).  This  adjunct  to  ABC  Carpet  &  Home  produces  inter 
esting  and  tasty  Mexican  food.  Noteworthy:  tostadas  de  res 
(shredded  short  ribs  on  crisp  miniature  tortillas  with  melted 
cheese  and  pickled  chiles),  delicately  sliced  lemon-marinated 
octopus  ceviche  with  black  olive  sauce,  barbecue  ribs,  and 
ringingly  yummy  crema  de  chocolate  with  chile  powder  and 
burnt  orange  sauce.  F 
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m^LL^T^/imnm  "f^™1  observance  of  all  traffic  laws  at  all  times.  "If  qualifying  preowned  Porsche  Approved  vehicle  is  purchased  while 
^^S^2^^JS^M^9°jn^L!im°I}S^\  '"-service  date;  if  purchased  outside  new  vehicle  warranty,  maximum  coverage  is  2  years/100,000  miles 


Buying  excellence  with  confidence. 

Only  your  authorized  Porsche  dealer  makes  buying  a  certified  pre-owned  Porsche  feel  as  good  as  driving 
one.  Each  vehicle  gets  a  100+  point  mechanical  and  cosmetic  inspection.  Then  we  add  a  warranty  up  to 
6  years/100,000  miles'  and  24-hour  Roadside  Assistance.  With  same-as-new-car  financing,  getting  into  your  dream 
car  is  easier  than  ever.  Go  to  Porsche.com,  call  1-800-PORSCHE  or  visit  your  local  Porsche  dealer  for  details. 

Porsche  Approved 

Certified  Pre-Owned  Vehicles 


3s 


OTHER  COMMENTS 


Experience  seems  to  be  like  the  shining  of  a  bright  lantern.  It  suddenly 
makes  clear  in  the  mind  what  was  already  there,  perhaps,  but  dim. 


—WALTER  DE  LA  MARE 


In  His  Own  Words  On  Fox  News  recently,  my  friend 
John  Kerry  stated:  "I've  never  made  any  judgments  about  any 
choice  somebody  made  about  avoiding  the  draft,  about  going  to 
Canada,  going  to  jail,  being  a  conscientious  objector,  going  into 
the  National  Guard."  Sen.  Kerry  did  make  a  judgment,  in  1992, 
when  Bill  Clinton — who  did  not  serve — was  running  against 
Sen.  Bob  Kerrey,  a  Vietnam  veteran.  After  Bob  Kerrey  criticized 
Gov.  Clinton,  John  Kerry  said,  "We  do  not  need  to  divide  Amer- 
ica over  who  served  and  how."  He  should  stick  to  his  previous 
position  by  acknowledging  the  honorable  service  of  President 
Bush  and  the  hundreds  of  thousands  of  other  National  Guard 
members  defending  America  every  day. 

Sen.  Kerry  is  a  war  hero,  but  if  campaigns  were  about  war 
records,  I  would  have  won  easily  in  1996  Campaigns  are  about 
issues,  and  the  candidates  of  both  parties  owe  the  American 
people  a  compelling  vision  for  the  future  of  America. 

— BOB  DOLE,  former  Senate  majority  leader, 
Wall  Street  Journal 

Helping  Haiti  The  Aristide  debacle  shows  that  trying  to 
impose  democracy  requires  a  lot  more  than  just  alternate  doses 
of  force  and  neglect.  Nation-building  implies  a  sustained  com- 
mitment. The  lesson  applies  in  Iraq,  too. 

Aristide  couldn't  overcome  the  enormous  poverty,  the  vac- 
uum of  law  and  order  and  the  secret  machinations  of  ousted 
enforcers  of  the  old  order.  Western  officials  encouraged  him  to 
disband  the  corrupt  army  and  create  a  professional  police  force 
instead.  But  the  police  proved  just  as  corrupt,  and  far  less  adept 
at  keeping  order.  Aristide,  of  course,  has  much  to  answer  for,  in 


accepting  a  devil's  bargain  with  roving  slum  gangs  that  kep 
order  for  him,  literally  eliminating  the  "disloyal"  voices.  Yet] 
Washington  miscalculated  in  helping  the  opposition  at  the: 
expense  of  providing  humanitarian  aid  to  Haiti's  desperate  peo- 
ple. That  hastened  Aristide's  downfall  in  violence  rather  than  via 
the  hoped-for  civic  change.  Now  that  the  rebels  have  tasted  vic- 
tory, it  will  be  harder  to  shore  up  the  civilian  side.  Aristide's 
flight  reminds  us  again  that  "democracy"  is  defined  less  by  elec-. 
tions  than  by  broader  questions  of  security,  tolerance  and  well- 
being.  All  remain  in  disturbingly  short  supply  in  today's  Haiti. 

— The  Plain  Dealer  (Cleveland)! 

rJlcfflie  Oanie  Most  people  have  enough  common  sense 
to  realize  that  if  they  eat  an  unlimited  amount  of  super-size 
fries,  milkshakes,  cheeseburgers  and  chocolate  sundaes,  it  can 
possibly  lead  to  obesity.  In  a  country  like  the  U.S.  where  free- 
dom of  choice  is  cherished,  nobody  is  forced  to  supersize  thein 
fast-food  meals  or  choose  less  healthy  options  on  the  menu. 
Similarly,  nobody  is  forced  to  sit  in  front  of  the  TV  all  day  like  a 
couch  potato  instead  of  walking  or  bike  riding. 

We  need  laws,  such  as  the  Personal  Responsibility  in  Food' 
Consumption  Act,  to  make  it  tougher  for  lawyers  to  file  frivo- 
lous lawsuits.  We  need  to  care  about  each  other  more  and  sue 
each  other  less.  We  need  to  get  back  to  the  principles  of  freedorr 
of  choice,  common  sense  and  personal  responsibility,  and  gel 
away  from  the  culture  where  people  try  to  always  play  the  victirr 
and  blame  other  people  for  their  problems. 

— RIC  KELLER,  Member  of  Congress  (R-Fla.) 

Room  tO  Breathe  Few  things  help  an  individual  moR 
than  to  place  responsibility  upon  him,  and  to  let  him  know  thai 
you  trust  him. 

—BOOKER  T.  WASHINGTON  I 


Jacques  Martin,  mayor  o: 


«* 


Tolerance  Be  Damned 

the  French  city  of  Nogent-sur-Marne,  has  banned  Muslin 
women  from  wearing  headscarves  during  civil  marriage  cere- 
monies. French  couples  must  be  married  during  civil  cere- 
monies, but  they  may  later  also  have  a  religious  wedding.  "Th< 
state  does  not  have  to  adapt  to  Islam  today  just  as  it  did  not 
adapt  to  Judaism  and  separated  itself  from  Catholicism  20( 
years  ago,"  Martin  told  Le  Figaro. 

—CHARLES  OLIVER,  Reason  Onlim 

Perpetual  Struggle  The  natural  progress  of  things 
for  liberty  to  yield  and  government  to  gain  ground. 

—THOMAS  IEFFERSON     ¥ 
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s  a  cleaner,  greener  power  machine. 


2  H  System "  turbine  from  GE  is  designed  to  produce 
re  power  for  more  people.  But,  for  every  unit  of  that 
ver,  it  will  use  less  fuel  and  produce  fewer  greenhouse 
;  emissions  compared  to  other  large  gas  turbines, 
wonder,  in  the  power  industry,  it's  generating 
much  excitement. 


agination  at  work 


* 


c  it  trounce. 


Sports  Authority  and  Gart  Sports  had  a  game, plan-team  up  to  out-muscle 
the  competition.  Who  came  through  in  the  clutch  with  a  big  financial 
*^  PlaY?  CIT-  Learn  more  at  GIT.com.  We  see  what  you  see. 


CffT 


IURRENT  EVENTS 


y  Ernesto  Zedillo,  former  president  of  Mexico 
rector,  Yale  Center  for  the  Study  of  Globalization 


Making  Business  Work  for  the  Poor 


ISTORICALLY  THIS  LESSON  IS  CLEAR:  ECONOMIC  GROWTH 
•duces  poverty  more  than  anything  else,  and  the  private  sector 
the  kev  contributor  to  sustained  economic  growth.  Why  then, 
msidering  the  urgent  need  to  lift  billions  of  people  out  of 
Qverty,  has  private  entrepreneurship  not  been  unleashed  to  its 
ill  potential  in  many  parts  of  the  developing  world? 

The  answer,  of  course,  is  not  that  there  are  no  entrepreneurs  in 
oor  countries.  In  fact,  the  release  of  entrepreneurial  activity  previ- 
ush/  repressed  or  dormant  is  an  important  part  of  the  recent  suc- 
ss  stories  of  rapid  growth  and  poverty  alleviation.  Furthermore, 
/en  in  countries  where  growth  has  stagnated  and  poverty  has  risen 
1  the  last  two  decades,  millions  of  men  and  women  keep  their 
imilies  from  starving  to  death  only  through  the  entrepreneurial 
ctivities  they  undertake — albeit  very  precariously — «very  day. 

Go  to  any  shantytown  or  village  in  a  developing  country  and 
ou'll  find  small  entrepreneurs  working  hard  to  provide  for  their 
imilies'  subsistence.  As  useful  as  this  version  of  the  private  sec- 
ar — usually  known  as  the  informal  economy — is  in  providing 
ome  employment  and  income  to  large  masses  of  people,  it  isn't 
nough  to  defeat  their  poverty.  As  Hernando  de  Soto,  the  Peru- 
ian  economist,  has  lucidly  and  frequently  explained,  informal 
usinesses  are  constrained  to  operate  in  very  small  markets,  usu- 
lly  the  local  community;  consequently  they  are  unable  to  reap 
he  rewards  of  productivity  and  competitiveness  that  stem  from 
conomic  specialization  in  the  wider  marketplace.  Typically,  the 
)oorer  a  country  is,  the  bigger  the  proportion  of  its  overall  econ- 
>my  will  be  held  by  its  informal  economy. 

Lhief  Impediments  to  Entrepreneurship 

n  many  developing  countries  the  private  sector  fails  to  rise  to  its 
potential  in  creating  wealth  because  property  rights  aren't  well 
)rotected  and  government  regulation  of  businesses  is  excessive. 
\s  a  rule,  to  legally  incorporate  a  business  in  a  poor  country,  a 
person  must  complete  a  labyrinthine  series  of  steps,  which  con- 
:umes  a  great  deal  of  time  and  money.  The  red  tape  is  usually 
:ven  worse  if  the  aim  is  to  receive  legal  title  to  a  piece  of  land, 
nability  to  register  a  business  or  property  is  what  most  com- 
nonly  keeps  people  in  the  informal  sector  of  the  economy. 

Lack  of  legal  status  and  tide  to  property  keep  entrepreneurs 
narginalized  from,  among  other  things,  credit  institutions  and  pro- 
ection  by  the  justice  system.  Contrary  to  popular  belief,  poor  people 
io  accumulate  assets.  But  because  the  rights  to  these  assets  are  not 
egally  defined,  they  cannot  be  used  as  collateral  for  bank  loans  or  as 
my  form  of  capital  useful  in  establishing  and  expanding  a  formal 


business.  As  De  Soto  has  said,  one  of  the  biggest  political  challenges 
facing  developing  countries  is  to  bring  the  assets  of  the  extralegal 
sector  into  a  more  inclusive  legal  properly  system  in  which  they  can 
become  more  productive  and  generate  capital  for  their  owners. 

Even  when  the  difficulty  of  registering  businesses  and  land  is 
overcome,  entrepreneurs  face  other  hurdles  that  make  their  pro- 
ductive activity  riskier  and  less  likely  to  succeed.  And,  not  sur- 
prisingly, the  more  hurdles  there  are,  the  more  corruption  there 
is.  A  major  hurdle  is  the  weak  or  faulty  application  of  the  rule  of 
law,  most  notably  the  legal  system's  lack  of  expediency  in 
enforcing  contracts  and  resolving  commercial  disputes.  This 
compels  entrepreneurs  to  do  business  in  very  small  environ- 
ments where  people  know  and  trust  one  another,  losing  the 
economies  of  scale  offered  by  bigger  markets.  Add  to  these 
things  unreliable  or  nonexistent  credit  bureaus,  and  it's  easy  to 
see  why  obtaining  credit  from  banks  in  many  developing  coun- 
tries is  nearly  impossible  for  a  small  entrepreneur — even  one 
already  possessing  legal  identity  and  property. 

Matters  are  further  complicated  by  other  sets  of  government 
rules  that  must  be  followed  by  those  wishing  to  operate  in  the 
formal  economy.  For  example,  well-intentioned  but  poorly  con- 
ceived labor  regulations  are  excessively  complex  and  rigid;  they 
not  only  impair  a  business'  capacity  to  compete  but  also  end  up 
discriminating  against  the  most  vulnerable  participants  in  the 
labor  market.  Taxation — indispensable  to  the  functioning  of 
government — becomes  an  inhibiting  factor  in  private  sector 
activity  in  developing  countries  when  applied  through  cumber- 
some rules  and  administration,  as  is  usually  the  case. 

Progress  Impossible  Without  Entrepreneurs 

Needless  to  say,  effectively  addressing  the  above  issues  is  not  all 
that  a  country  must  do  to  overcome  underdevelopment.  Other 
key  elements,  such  as  good  governance,  macroeconomic  disci- 
pline, open  markets  and  sufficient  investment  in  infrastructure 
and  education,  must  be  put  into  play.  However,  if  entrepreneur- 
ship  is  not  allowed  to  blossom,  progress  is  well-nigh  impossible, 
even  if  the  other  ingredients  are  in  place. 

The  message  is  precise  and  compelling:  Poverty  will  remain 
intractable  in  countries  lacking  a  vigorous  private  sector;  therefore, 
the  impediments  to  a  vigorous  private  sector  must  be  removed.1 

'The  impediments  and  recommendations  to  remove  them  are  discussed  in  a  report 
produced  by  an  independent  commission  appointed  by  the  UN  Secretary-General, 
cochaired  by  Paul  Martin,  prime  minister  of  Canada,  and  me.  The  report,  "Unleashing 
Entrepreneurship:  Making  Business  Work  for  the  Poor,"  released  Mar.  1 ,  can  be  found 
at  http://www.undp.org/cpsd.  F 


Forbes 


Ernesto  Zedillo,  director,  Yale  Center  for  the  Study  of  Globalization,  former  president  of  Mexico;  Lee  Kuan  Yew,  senior  minister 
of  Singapore;  and  Paul  Johnson,  eminent  British  historian  and  author;  in  addition  to  Forbes  Chairman  Caspar  W.  Weinberger, 
rotate  in  writing  this  column.  To  see  past  Current  Events  columns,  visit  our  Web  site  at  www.forbes.com/currentevents. 
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"Deploying  our  ERP  application 
on  our  tight  deadline  would 
have  been  impossible.  With 
Citrix,  we  not  only  made  our 
deadline,  we  also  drastically 
reduced  our  deployment  costs." 


Curtis  Robb,  CIO 
Delta  Air  Lines,  Inc 


INFRASTRUCTURE  FOR  THE  ON-DEMAND  ENTERPRISE 

In  the  airline  business,  being  on  time  is  everything. 
And  for  Delta  Air  Lines,  their  ERP  deployment  was 
no  exception.  But  with  12,400  individual  desktops 
to  manage,  they  needed  a  faster  route  to  meet  their 
deadline.  So  they  turned  to  Citrix  for  a  simplified 
and  more  cost-effective  solution.  Not  surprising, 
considering  that  99%  of  the  Fortune  500  use  Citrix® 
software  to  deploy  applications  centrally  for  secure, 
easy,  and  instant  access  to  business-critical  information 
— anywhere,  anytime,  from  any  device.  We  call  it 
the  on-demand  enterprise.  And  it's  helping  more 
than  120,000  of  our  customers  save  money  and 
reduce  IT  complexity.  To  learn  what  Citrix  can  do 
for  your  business,  call  888-820-7918  or  visit 
www.citrix.com. 


CITRIX 
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i  trademark  otGtm  Systems,  he.  n  the  US  and other  couitnes  Al  other  tradem 
ers  Delta  and  Delta  Af  Lnos  are  registered  trademarks  of  Delta  Corporate  Identity 


. 


IGITAL  RULES 


y  Rich  Karlgaard,  publisher 


People  and  Stuff  to  Like 


iell  College  basketball.  Sure,  this  tiny  Division  III  school  in 

wa  dumped  its  season  finale.  So  what?  The  score  was  143  to 

7.  Coach  David  Arseneault  (who  also  coaches  women's  golf) 

is  borrowed  an  idea  from  hockey.  He  sends  in  waves  of  fresh 

avers  every  two  minutes,  using  his  entire  roster  of  17.  The 

oneers  play  full-tilt  run-and-gun,  hoisting  as  many  as  80 

ree-pointers  a  game.  They  make  25  to  30  of  them.  On  defense 

e  Pioneers  deploy  a  full-court  press  for  all  40  minutes  and  rat- 

their  opponents  into  making  25  turnovers  a  game.  Grinnell 

ent  18-6  this  year,  with  no  scholarship  athletes,  and  their  tallest 

ayer  is  just  6  foot  4.  Take  that,  boring  NBA. 

avid  Brooks.  Finally,  a  reason  to  read  the  New  York  Times  Op-Ed 

ages.  Well,  on  Tuesdays  and  Saturdays,  anyway.  Brooks  writes 

om  a  center-right  position,  yet  always  manages  to  provoke  and 

lrprise.  He  is  the  perfect  tour  guide  to  America's  culture  wars. 

vliile  we're  on  the  subject  of  the  Times,  let  us  also  praise  colum- 

ist  Tom  Friedman.  His  recent  on-the-ground  pieces  from  out- 

xircing's  ground  zero — Bangalore,  India — concluded  that  free 

-ado  is  good  for  America  and  the  world.  Gee,  imagine  that. 

'otycom.  Its  voice-  and  videoconferencing  gear  is  cool-looking.  But 

nderneath  is  very  clever  technology:  With  a  push  of  a  button, 

pare  phone  lines  around  your  office  can  be  bundled  on  the  fly  to 

reate  a  virtual  "fat  pipe"  and  permit  near-TV-quality  images.  This 

;  sure  to  get  employees  in  regional  outposts  shaving  daily.  Poly- 

om's  sound  quality  is  on  a  par  with  Bose  and  Dolby.  Polycom  is 

he  first  videoconferencing  system  you  will  actually  want  t©  use. 

ulna's  CEO,  Bob  Calderoni.  This  Fordham  University-educated 

<Jew  Yorker  caught  a  fading  California  dot-com  star  and  has 

oaxed  it  back  to  health.  Calderoni  is  a  protege  of  onetime  IBM 

^FO  Jerome  York  and  is  every  bit  the  skinflint  York  was.  These 

lays  Calderoni  is  saying  that  "spend  management"  software  is 

he  next  frontier  in  cost  savings.  Tightwad  companies  such  as 

Dell  and  Southwest  Airlines  agree.  Both  are  Ariba  customers. 

"red  Anderson.  Speaking  of  CFOs,  this  one  arrived  at  Apple 

Computer  in  1996.  The  company  had  $90  million  in  cash  and 

vas  in  danger  of  missing  payroll.  Anderson,  who  will  retire  on 

une  1,  leaves  Apple  in  solid  shape,  with  $5  billion.  And  all  while 

oiling  for  one  of  America's  more  mercurial  CEOs,  Steve  Jobs. 

Mint  Eastwood  movie  marathons.  Don't  you  hate  being  laid  up 

vith  the  flu  in  a  hotel,  by  yourself,  over  the  weekend?  A  good 

lefinition  of  hell,  I'd  say — unless  there  happens  to  be  a  Clint 

narathon  on  the  tube,  featuring  the  Sergio  Leone  spaghetti 

vesterns  and  the  Dirty  Harry  flicks,  in  particular.  Heat  up  a  pot 

>f  green  tea  and  hang  out  the  "Do  Not  Disturb"  sign.  Let  Clint 

nake  your  day. 

rv  infomercials.  The  downside  is  that,  after  Clint's    I 
leared  out  the  bad  guys  with  his  .44  Magnum,  you're    I 


still  feverish  and  roombound.  What  to  do?  Watch  infomercials. 
They've  gotten  remarkably  good!  At  least  this  viewer  thought  so. 
Maybe  it  was  the  flu  meds  laced  with  codeine.  Or  I'm  a  sucker. 
Anybody  want  to  buy  a  Bowflex? 

Women  venture  capitalists.  They  might  be  the  only  people 
tougher  than  the  early  Clint — precisely  what's  needed.  Their 
male  counterparts  drank  from  the  dot-com  fire  hose  and 
hatched  funds  during  the  1998-2000  period  that  are  turning  out 
to  be  history's  alltime  stinkers.  Some  experts  think  these  funds 
will  return  only  about  25  cents  on  the  dollar. 
David  Malpass.  The  chief  global  economist  for  Bear  Stearns  is  a 
straight  shooter.  During  this  year  of  politically  spun  economic  non- 
sense, Malpass'  analysis  of  trade  and  jobs  is  spot-on.  He  is  gifted  with 
a  rare  gene,  too:  He  understands  what  Alan  Greenspan  is  saying. 
GPS.  Global  positioning  satellites  are  so  cool  they  reinforce  one's 
belief  in  God.  If  one  chip  can  conference  with  three  satellites  that 
are  orbiting  the  Earth  to  tell  you  where — within  18  inches — 
your  teenage  daughter  is  and  how  fast  her  boyfriend  is  coming 
on  to  her — within  a  tenth  of  a  foot  per  hour — then  all  this  stuff 
about  sparrows  falling  out  of  trees  and  God  in  heaven  being 
aware  of  it  is  probably  true.  Certainly  it's  technically  possible. 
My  idea  of  a  killer  franchise  is  a  drive-through  that  staple-guns 
GPS  chips  into  your  toddlers,  teenagers,  aging  parents,  house- 
hold pets  and  car  keys. 

Bic  #2  mechanical  pencils.  A  dozen  for  $3.49,  available  in  fine 
drugstores  and  Wal-Marts  everywhere.  The  lead  glides  over 
paper.  You  can  chew  them  all  you  want,  and  they  never  leak.  As 
far  as  I  can  see,  the  pencil's  only  weakness  is  that  it  can't  pro- 
duce numbers  on  paper  that  will  convince  your  spouse  of  the 
need  for  a  faster  airplane  or  boat. 

Commercial  air  travel.  It's  gone  from  barely  tolerable  to,  well, 
pretty  good,  in  18  months.  Those  kiosk  check-ins  were  long 
overdue  and  much  welcomed.  The  Transportation  Security 
Administration  has  done  a  boffo  job.  Who  would  have  thought? 
Airline  attendants.  Two  cheers  for  the  ones  who  look  the  other 
way  when  you  sneak  an  illegal  peek  at  your  BlackBerry  in  mid- 
flight.  Three  cheers  for  the  Virgin  Adantic  attendants  who  give 
hand  massages — though  I  don't  like  having  to  lie  to  my  wife 
afterward  by  saying,  "Naw,  it  wasn't  very  satisfying." 
Joe  Hardy.  This  Falstaffian  80-year-old  founder  and  CEO  of  84 
Lumber — located  in  Eighty  Four,  Pa. —  gets  my  Good  Guy  of 
the  Year  award.  His  business  will  do  more  than  $3  billion  in  sales 
in  2004.  Hardy  still  attends  weekly  training  sessions,  where 
he  slaps  manager  trainees  on  the  back  and  tells  them:  "You're 
special!"  So  are  you,  Joe.  F 

FOrbCS   I  Visit  Rich  Kar|8aarc)'s  home  P3^6  at  www.forbes.com/karlgaard 
^_Bicom   |  or  e-mail  him  at  publisher@forbes.com. 
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No  Big  Meal  Here 

New  York's  Court  of  Appeals  says 
estates  of  movie  songwriters  Henry 
Mancini,  Johnny  Mercer  and  foui 
others  aren't  entitled  to  a  cut  of  foreign 
tax  credits  received  by  Famous  Music 
Corp.,  the  Viacom  unit  handling  royal- 
ties. Contracts  back  to  1945  call  for  50% 
of  "all  net  sums  actually  received  . . .  less 
all  deductions  for  taxes."  New  York's 
highest  court  held  a  tax  credit  isn't  a  cash 
receipt  and  "industry  practice"  plus  "rea- 
sonable expectation  of  the  parties"  favoi 
Viacom.  Films  include  Mommie  Dearesv 
and  Breakfast  at  Tiffany's. — Janet  Novack 


t  Dog  Ate  My  Rollover 

The  Internal  Revenue  Service  has  got- 
ten pretty  lenient  about  granting  letter- 
ruling  waivers  to  the  once-inviolate  rule 
stripping  tax-deferred  status  from  IRA 
withdrawals  not  rolled  over  into 
another  account  within  60  days.  —A.E. 

►  Taxpayer  didn't  understand 
"due  to  depression" 

►  New  financial  adviser  "forgot" 
rollover  was  needed  for  client 

^  Taxpayer  thought  proceeds  were 
from  insurance 

►  Last-minute  blizzard  stopped 
taxpayer  from  leaving  house 

►  Taxpayer  got  bad  professional  advice 

►  Spouse's  hospitalization  and  surgery 
caused  "stress" 


►  Taxpayer  had  "signs  of  confusion" 
"a  serious  hearing  problem" 

Sources:  Steve  Leimberg's  Employee  Benefits 
and  Retirement  Planning  Newsletter;  IRS. 


informer@forbes.com 


Phishy  Finance 

"he  Securities  Investor  Protection  Corp., 
he  quasigovernmental  agency  that  in- 
jures against  losses  from  brokerage  col- 
apses,  warns  about  con  artists  who  set  up 
ihony  Web  sites  in  the  names  of  genuine 
JlPC-covered  firms.  The  scamsters  tell 
customers  to  go  to  the  real  SIPC  site  to 
prove"  their  bona  fides— then  disappear 
A/ith  any  funds  wired.  An  even  brasher 
variation:  Clients  are  told  that  their  near- 
worthless  holdings  can  be  used  to  buy  real 
stocks— provided  they  pay  an  additional 
deposit."       —J.N.  and  William  P.  Barrett 


lust  Be  Some  Lobby 

n  an  episode  aired  last  month  of  his  hit 
|r  reality  show,  The  Apprentice,  Forbes 
)0  member  Donald  J.  Trump  takes  his 
xophants  on  a  tour  of  a  Park  Avenue 
atel  building  in  New  York  City  he  is  con- 
:rting  into  condos.  A  clearly  visible  ban- 
er  proclaimed  a  spring  2003  opening, 
•ops!  The  first  sale  didn't  occur  until  De- 
:mber  2003.  So  far,  closings  have  taken 
lace  on  only  16  of  the  120  units  in  the 
2-story  building.  Trump  says  many  more 
eals  are  pending.  Asking  prices  range  up 
3  $30  million.  A  Trump  executive  blames 
ot  the  big  sticker  tags  but  a  delay  in  up- 
rading  the  aging  lobby. — Ashlea  Ebeling 

tot  Performance-Based 

n  what  looks  like  a  fee  grab,  Transamer- 
:a  IDEX  just  let  go  Boston  money  man- 
ger Warren  J.  Isabelle.  His  three-year- 
id,  $250  million  IDEX  Isabelle  Small  Cap 
ralue  mutual  fund,  which  he  ran  on  a 
ontract  basis,  returned  50%  in  2003 — by 
ar  the  fund  family's  best  showing. 
Renamed  IDEX  Transamerica  Small/Mid 
^ap  Value,  it  will  be  run  in  effect  in-house 
y  managers  without  such  a  stated  track 
ecord  in  this  kind  of  investing.  IDEX  has 
ut  the  fee  charged  investors — which 
sabelle  offered  to  match,  too  late,  IDEX 
ays — but  now  will  keep  it  all.  Outsiders 
ay  the  fund  has  refused  to  waive  exit 
evies  for  investors  unhappy  with  the 
hange.  Meanwhile,  Isabelle  and  his  Iron- 
vood  Capital  Management  are  seeking 
mother  fund  family  affiliation.  — W.P.B. 
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ON  MY  MIND 


By  John  Moores,  chairman  of  the  board  of  Regents  of  the  university  of  California. 


College  Capers 

Defying  voters,  UC,  Berkeley  is  admitting  kids  with  low  SAT  scores  and  rejecting  high  achievers 


When  Governor  Gray  Davis  appointed  me  to  the  Board  of  Re- 
gents of  the  University  of  California  in  1999, 1  recognized  the  uni- 
versity's responsibility  to  extend  the  opportunity  for  academic 
achievement  to  as  many  capable  students  as  the  resources  of  the 
nation's  premier  public  university  allow.  Sadly,  today's  UC  admis- 
sions policies  are  victimizing  students — not  just  those  unfairly 
denied  admission  but  also  many 
with  low  college  entrance  exam 
scores  who  were  admitted  and 
can't  compete. 

The  California  electorate  voted 
to  stop  racial  preference  in  college 
admission  in  1996.  Since  then  UC 
administrators  have  been  manip- 
ulating the  admissions  system  and, 
I  believe,  thwarting  the  law.  (Al- 
though I'have  been  the  board's 
chairman  since  2002,  I'm  just  one 
vote.)  UC,  Berkeley,  the  top  school 
in  the  UC  system,  is  admitting  "un- 
derrepresented  minorities"  with 
very  low  SAT  scores  while  rejecting 
many  applicants  with  high  SAT 
scores. 

Prompted  by  many  complaints 
from  parents  whose  high-scoring 
children  were  rejected  by  Berkeley, 
I  started  probing  admissions 
records.  I  learned  that  359  students 
with  combined  SAT  scores  of  1,000 
or  less  were  admitted  to  Berkeley  in  2002,  accounting  for  3%  of  the 
1 0,905  students  admitted  that  year.  (The  national  SAT  average  is 
about  1,000.)  Of  those  359  students,  231  were  from 
underrcpresented  minorities — meaning  blacks,  Hispanics  and 
Native  Americans.  Only  19  of  the  low  scorers  were  white.  Some 
1,421  Californians  -.cores  above  1,400  applying  to  the 

same  departments  al  v  were  not  admitted.  Of  those,  662 

were  Asian-American,  i  rule  62  were  from  the  underrepresented 
minorilies. 

How  did  the  university  gel  wa>  with  discriminating  so  bla- 
tantly against  Asians?  through  an  admissions  policy  with  the 
vague  term  "comprehensive  review."  The  policy  includes  factors 
like  disabilities,  low  famih,  in<  eration  to  attend  col- 

lege, need  to  work,  disadvantaged  soc  ial  or  edi  cational  environ- 
ment, difficult  personal  a\k\  famih,  siti  ds  means  that  a 
student  from  a  poor  background  v             nts  didn't  go  to  col- 
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"Sadly,  today's  UC  policies  are  victimizing 

students — those  unfairly  denied  admission  and 

those  who  were  admitted  and  can't  compete." 


lege  is  given  preference  over  a  kid  raised  by  middle-class,  educate< 
parents — all  other  things  being  equal. 

Nobody  believes  that  the  SAT  is  a  perfect  predictor  of  academic 
success,  but  it's  silly  to  pretend  that  very  low  scoring  applicants! 
should  be  admitted  to  one  of  America's  premier  universities  wit 
the  expectation  that  somehow  these  students  will  learn  materia 

that  they  missed  in  K-12. 

Needless  to  say,  there  is  nd 
hard  weighting  system  at  Berkeley 
for  any  of  the  fuzzy  factors  men- 
tioned above.  The  result  is  an  ad 
missions  system  that  is  impossible! 
to  audit  and  that  offers  a  cover  for 
university  administrators  who 
don't  want  the  media  hounding 
them  over  declining  minority 
enrollment. 

The  university  is  saying  it  is 
tilting  the  balance  in  favor  of  dis 
advantaged  students  as  opposed 
to  merely  engaging  in  racial  dis- 
crimination. Whatever  the  truth 
of  that  assertion,  any  good  that 
comes  from  giving  disadvantaged 
kids  a  leg  up  is  undone  if  the  tilt- 
ing goes  too  far.  It  goes  too  far 
when  kids  who  struggled  with 
eighth-grade  math  have  to 
compete  with  kids  who  aced 
advanced-placement  calculus. 
Another  disappointment  is  the  many  "outreach"  programs 
that  were  funded  post- 1996  to  create  more  diversity  at  the  uni- 
versity. As  I  see  it,  hundreds  of  millions  of  dollars  have  beer 
spent  on  encouraging  poor,  often  minority,  high  school  stu- 
dents to  apply  to  UC  even  if  they  have  very  low  SAT  scores.  But 
the  outreach  programs  have  had  perverse  consequences.  The 
victims  are  the  kids  who  should  have  gone  to  one  of  California'} 
outstanding  community  colleges,  where  they  might  have  hac 
the  possibility  of  success  and  a  chance  to  grow  intellectually. 

California's  public  higher  education  is  the  best  in  the  world.  UC 
should  ensure  that  its  policies  are  consistent  with  its  well-deservec 
reputation.  The  university's  admission  process  should  be  legal  anc 
fair,  and  the  criteria  for  admission  should  be  transparent  to  th< 
public.  Students  should  understand  that  the  path  into  UC  is  prett) 
straightforward:  Work  hard,  take  demanding  courses  and  demon- 
strate academic  success.  W 


THE  ALL-NEW  265-HP  NISSAN  MAXIMA. 

All-new  independent  multi-link  rear  suspension,  18"  alloy  wheels 
and  a  Sky  View""  glass-paneled  roof  like  no  other.  For  dreamers  and  drivers 
alike.  For  more  information,  call  800-NISSAN3  or  visit  NissanUSA.com. 


SHIFT_  exhilaration 


SEmodCshown.  Nissan,  the  Nissan  BrandSy,  Nissan  trademarks,  Always  wc  .,  ^ddrivs. 

c  2003  Nissan  North  Amei 
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House  Whine 


from  7%  to  5%.  That  made  houses  more 
affordable,  and  buyers,  chastened  by  the 
stock  market,  poured  their  capital  into 
real  estate. 

There  are  no  signs  of  trouble  just 
yet,  but  a  real  estate  sector  so  depen- 
dent on  cheap  mortgages  would  get 
wobbly  if  long-term  interest  rates 
crept  up  a  few  points. 

— Stephane  Fitch 

OCTOBER  I,  2001 

Beer  Buddies 

Brazil's  Companhia  de  Bebidas  das 
Americas  (AmBev),  the  world's 
third-largest  brewer,  was  probably 
too  costly  for  an  acquirer,  we  wrote. 
But  a  partnership  made  sense.  Sure 
enough,  in  early  March  AmBev 
and  Belgium-based  Interbrew 
announced  they  were  joining  forces. 
!3l-    InterbrewAmBev  will  eclipse  An- 


SEPTEMBER  29.  2003 

The  Next  Edison 

A  FORBES  story  may  be  the  mother  o 
invention.  Someone  at  Dana  Corp.,  ; 
Toledo-based  auto  parts  supplier,  reac 
our  piece  on  Paul  Fenelon's  struggle  to 
get  his  ingenious  invention  for  a  bettei 
car-window  opener  adopted  by  the  autd 
industry.  Feeling  his  pain,  Dana  took  outJ 
ads  in  regional  newspapers  offering 
inventors  a  chance  to  share  their  ideas 
with  Dana  engineers  in  a  private  room  ati 
a  March  auto  engineers'  convention  iis 
Detroit.  More  than  140  inventors  reJ 
sponded,  and  a  dozen  have  been  invited 
to  show  off  their  gadgets. 

— Jonathan  Fahey 

NOVEMBER  12.  2001 


La-Z-Chic? 


Qur  cover  story  predicting  a  bust  in 
the  U.S.  housing  market  has 
proved,  well,  a  bust.  Home  prices 
have  since  risen  20%  nationwide,  ac- 
cording to  residential  real  estate  data  firm 
Fiserv  CSW.  One  factor  we  couldn't  have 
anticipated:  the  Sept.  1 1  attacks,  which 
led  to  a  hurried  series  of  federal  funds 
rate  cuts  and  a  plunge  in  mortgage  rates 

AunbAuKj 


heuser-Busch  to  become  the  world's 
largest  brewer,  with  a  global  market  share 
of  14%  and  revenue  of  $12  billion.  The 
deal  opens  up  South  America  to  Inter- 
brew's  flagship  brands  Stella  Artois  and 
Beck's,  while  Interbrew's  reach  into  more 
than  160  countries  will  give  AmBev  a 
platform  to  expand  worldwide. 

— Alexandra  Kirkman 


Despite  a  $50  million  ad  campaign  and  a 
deal  with  designer  Todd  Oldham  to  fash- 
ion a  line  of  sleek  sofas,  coffee  tables  and 
chairs  that  will  hit  stores  in  April,  La-Z- 
Boy  is  still  struggling  to  shed  its  tacky 
image  and  attract  style-conscious  furni- 
ture shoppers.  So  far  this  fiscal  year  salesi 
have  slumped  7.4%,  and  earnings  peri 
share  are  down  a  dismal  45%.  Time  for  a 
corporate  name  change?   — Lynn  }.  Cooh 
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>rotect  Thyself 


campaign  of 
n  in  regard  to  Take  stock  promotions  is  actually  bearing 
fruit.  Through  publicity  exposing  the  methods  of  fake  security  selling 
organizations  the  average  investor  has  come  to  be  much  more  cau- 
tious. The  most  encouraging  factor  is  the  growing  tendency  for 
potential  investors  to  ask  authoritative  advice  before  making  com- 
mitments, instead  of  after  having  paid  their  money,  at  which  time  it 
is  almost  always  too  late  for  assistance. 


but  is  becoming  reconciled  to  some  hoarding  of  diamonds  for  in-; 
vestment,  rather  than  for  use,  as  a  fact  of  life  in  the  American  mar- 
ket. Since  the  U.S.  represents  half  the  world  market  for  diamond  jew 
elry,  that  may  be  a  permanent  structural  change  of  some  significance 
De  Beers  is  in  talks  to  settle  a  criminal  price-fixing  charge,  which  ha: 
kept  it  from  doing  business  inside  U.S.  borders  for  a  half-century. 


Nader's  Nadir 


25  YEARS  AGO  IN  F0. 


JAKU/.BY2*    J973 


gem  diamonds,  an 
haps  90%  of  the  gen  i 
ing  Russia's  sales.  De  B 
wholesale  selling  to  the  amount 
trade.  To  that  end  it  has  tried  to  discour, 
mail-order  sales  to  Americans  by  boiler 


es  roughly  half  of  the 
al  Selling  Organization 
eted  in  the  Free  World, 


uction  and 
_j  the  jewelry 
cm  epidemic  of 
nd  others, 


.  .emember  Ralph  Nader?  When  that  self 
ppointed  guardian  of  the  American  consume 
recently  spoke  at  the  University  of  New  Mexico 
in  Albuquerque— subsidized  by  university 
funds— he  drew  an  audience  of  only  about  250 
According  to  a  report  in  the  Albuquerque  Tri 
bune,  that's  down  from  audiences  as  high  a: 
3,000  he  drew  back  in  the  1970s.  "My  friend: 
don't  go  to  hear  speakers  anymore.  They'd  rathei 

go  to  a  movie  or  rock  concert,"  explained  a  Nader  hireling. 

Ralph  Nader  is  running  for  President.  Again. 


Ralph  Nadt 
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GENERAL  LIABILITY 


COMMERCIAL  PLJTO 
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WORKERS  COMP 
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Here  are  three  figures  any  CFO  and  CEO  will  love. 
$100  million.  240,000  disability  days.  Up  to  17% 
fewer  claims.  That's  what  our  safety  programs 
saved  our  clients  last  year.  Those  numbers 
become  even  more  compelling  when  you 
consider  this  fact:  injuries  and  disabilities  can 
comprise  5%  or  more  of  a  company's  costs. 
This  is  where  Liberty  Mutual  can  truly  help.  Over 
the  years,  our  loss  prevention  specialists  have 
developed  a  wide  range  of  safety  programs,  each 
designed  to  not  only  help  businesses  become 
safer,  but  more  cost  efficient. 
We  use  all  the  latest  technologies,  but  the 
approach  itself  goes  back  90  years  to  our 
founding  philosophy:  to  help  people  live  safer, 
more  secure  lives.  As  it  turns  out,  that  includes 
giving  companies  a  sizeable  financial  advantage. 
Something  any  board  member  can  appreciate. 


For  more  information  on  how  to  help  make  your  workplace  safer,  visit  www.libertymutual.com/business 
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The  Price 
of  Peace 

Microsoft  returns  to  the  hot  seat 
in  yet  another  antitrust  trial. 

BY  ELIZABETH  CORCORAN 

MICROSOFT  JUST  CAN'T  SEEM  TO  STAY 
out  of  the  courthouse.  In  early 
March  its  lawyers  were  off  to  a  sur- 
prising venue,  the  Hennepin 
County  district  court  in  Minneapo- 
lis, to  once  again  defend  the  company  against 
charges  of  being  an  unfair,  rapacious  bully.  Even 
more  surprising:  Chairman  Bill  Gates  and  Chief 
Executive  Steve  Ballmer  are  slated  to  take  the  wit- 
ness stand  if  the  trial  gets  into  full  swing. 

It's  a  remarkable  twist  in  the  company's 
decadelong  antitrust  odyssey.  Although  Microsoft 
has  been  working  steadily  to  settle  all  the  cases 
against  it,  this  one  seems  headed  to  a  jury  trial.  At 
stake  is  close  to  a  billion  dollars — along  with  the 
beleaguered  reputation  of  the  software  giant  and 
its  chairman. 

"When  you  don't  have  competing  products, 
innovation  suffers,  quality  of  product  suffers,  and 
you  pay  too  much.  That's  what  this  case  is 
about,"  says  Richard  Hagstrom,  partner  with 
Zelle,  Hofmann,  Voelbel,  Mason  &  Gette,  the 
firm  leading  the  charge  in  Minnesota.  His  firm  is 
calling  for  damages  that  range  from  $283  mil- 
lion to  $425  million,  a  figure  that  could  triple 
under  antitrust  law  if  Microsoft  loses. 

Hagstrom  says  his  team  has  fresh  evidence 
extending  over  a  decade  that  shows  how 
Microsoft  unfairly  tried  to  snuff  out  competitors 
and  overcharge  consumers — and  that  Gates  per- 


? 


. 


mally  directed  many  of  the  anticompetitive 
rtivities. 

Microsoft's  attorneys  are  primed  for 
le    fight.    "The   basic    premise,   that 
iicrosoft  did  something  that  causes 
igher  prices  for  consumers,  is  just 
Tong,"  says  David  Tulchin,  a  senior 
artner  with  Sullivan  &  Cromwell, 
hich    is    representing    Microsoft. 
There's  a  big  number  at  stake,"  Tulchin  says. 
We're  going  to  trial  because  we  want  to  win.  The 
ght  number  is  zero,"  he  says. 

Microsoft  was  pelted  with  140  private  class 
ctions  after  it  lost  to  the  federal  government  in 
7.S.  district  court  in  2000.  After  those  cases  were 
onsolidated,  Microsoft  struck  settlements  with 
1  groups  (representing  customers  in  nine  states, 
he  District  of  Columbia  and  a  group  represent- 
ng  online  purchasers).  A  few  states  still  have  class 
uits  pending,  but  so  far  the  face  value  of  those  1 1 
leals  is  S  1.6  billion.  California,  where  the  first  set- 
lement  was  reached,  captured  the  biggest  plum  at 
1  billion.  (The  California  legal  team  may  score 
nicely,  too.  It  is  asking  a  judge  to  make  Microsoft 
)av  S260  million  to  cover  fees  and  costs.) 

The  Twin  Cities  lawyers,  rejecting  the  token 
layoff  most  states  received,  are  gambling  they  can 
?et  a  deal  more  like  California's.  The  basic  settle- 
ment calls  for  Microsoft  to  issue  vouchers,  good  for 
inv  technology  purchase — Windows  XP,  an  iPod,  a 
Dell  laptop,  you  name  it — to  those  state  residents 
who  bought  Microsoft  software  between  1 996  and 
2001.  Most  of  the  settlements  averaged  $1 1.50  per 
state  resident  (see  chart),  but  in  California,  thanks  to 
its  uniquely  plaintiff-friendly  antitrust  laws,  lawyers 
were  able  to  wrangle  a  deal  worth  $31  per  state 
resident.  A  portion  of  unclaimed  funds — two- 
thirds  in  California  and  half  in  the  other  states — 
will  go  to  schools  in  low-income  neighborhoods. 
Microsoft  gets  to  keep  the  rest. 

Microsoft  wants  to  crush  the  plaintiffs  at  trial 
because  a  settlement  for  more  than  that  $11.50 
amount  could  prompt  a  rush  to  other  state  courts 
to  sweeten  many  of  the  earlier  arrangements. 
Most  of  them  are  still  pending  a  judge's  final 
approval.  "Microsoft  would  have  to  do  some 
explaining  to  the  courts,"  says  Kieran  Shanahan, 
with  the  Raleigh-based  Shanahan  Law  Group,  the 
lead  counsel  in  North  Carolina.  Estimates  of  pos- 
sible revised  settlements  push  Microsoft's  tota 
penalty  into  the  $2  billion-plus  range. 

The  Minnesota  lawyers  are  emboldened  by 
their  knowledge  of  the  California  antitrust  case, 
which  was  steered  by  antitrust  veteran  Eugene 
Crew    of    San    Francisco's    Townsend    and 


By  the  Numbers 


Microsoft  has  so  far 

settled  antitrust  class 

actions  (listed  below  in 

chronological  order)  for 

a  total  of  $1.6  billion. 


CALIFORNIA 

$1.1  billion 


m 


FLORIDA 

$202  million 


1 

WESl 


MONTANA 

$12.3  million 


T  VIRGI 

$21  million 


DISTRICT  OF  COLUMBIA 

$6.2  million 


KANSAS 

$32  million 


NORTH  DAKOTA 

$9  million 


TENNESSEE 

$64  million 


SOUTH  DAKOTA 

$9.3  million 


WOS»TH  CAROLINA 

$89  million 


Townsend  and  Crew.  That  team,  which  included 
lawyers  from  the  Zelle,  Hofrnann  firm,  amassed  6 
million  pages  of  documents  and  162  depositions, 
including  some  with  Gates  and  other  senior 
Microsoft  officials.  Among  the  juicier  details 
exhumed  was  the  story  of  a  defunct  startup,  GO 
Corp.,  that  built  an  operating  system  for  pen- 
based  and  notebook  computers  in  the  early 
1990s.  According  to  the  documents,  Gates  and 
other  Microsoft  executives  discouraged  chip- 
maker  Intel  from  working  closely  with  GO.  "I 
guess  I've  made  it  very  clear  that  we  view  an  Intel 
investment  in  GO  as  an  anti-Microsoft  move,  both 
because  GO  competes  with  our  systems  software 
and  because  we  think  it  will  weaken  the  386  PC 
standard,"  wrote  Gates  in  a  note  to  Intel's  then- 
chief  executive,  Andrew  Grove. 

Microsoft  settled  three  weeks  before  the  Cal- 
ifornia case  was  due  in  court.  Zelle,  Hofrnann 
has  since  tapped  Crew's  firm  to  be  co-counsel. 
Declares  Zelle's  Hagstrom:  "Since  Minnesota 
law  is  better  than  California  law,  and  since  we 
have  successfully  overcome  legal  challenges  by 
Microsoft  that  were  still  pending  in  California 
at  the  time  of  the  settlement,  we  see  no  reason 
why  Minnesotan  consumers  would  not  be  enti- 
tled to  at  least  what's  being  paid  to  Californi- 
ans."  Given  that  Minnesota  has  only  5  million 
residents,  the  plaintiffs  would  still  fall  well  short 
of  the  $283  million-plus  range  they're  seeking, 
even  if  they  manage  to  get  a  settlement  of  $30 
per  resident. 

But  Microsoft  lawyers  say  Minnesota  is  no 
California,  where  it  had  every  reason  to  avoid  a 
trial.  If  Microsoft  had  lost  a  trial  in  California, 
the  court  could  have  ordered  the  company  to  pay 
additional  damages  based  on  behavior  it  consid- 
ered "unfair,"  regardless  of  federal  law,  says  Sul- 
livan &  Cromwell's  Tulchin.  Those  damages  could 
have  topped  billions  of  dollars,  Tulchin  adds. 

Even  pro-plaintiff  groups  concede  that 
Microsoft  is  unlikely  to  shell  out  all  the  money 
set  aside  for  settlements.  Not  every  consumer  of 
its  software  will  go  through  the  work  of  filling 
out  the  paperwork  needed  to  get  the  vouchers. 
"I'll  be  shocked  if  half  the  money  is  claimed," 
says  Howard  Yellen,  founder  of 
the  Settlement  Recovery  Center,  a 
San  Francisco-based  firm  that  helps 
organizations  and  businesses  file  their 
voucher  claims. 

Microsoft  is  weighing  what  to  do 

with  the  accumulated  $53  billion  in  cash 

now  on  its  balance  sheet.  The  Twin  Cities 

lawyers  have  some  ideas.  F 
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DISHONOR  ROLL  Do  aristocrats  go  to  prison?  MARTHA  STEWART  can  take  some 

Consolation  from  the  fact  that  She  WOUld  not  be  the  first.  -Emily  Lambert  and  Monte  Burke 
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tnat  sne  WOUld  not  Oe  tne  tirSt.  -Emily  Lambert  and  Monte  Burke 

"'HAIL  KHODORKOVSKY    $15  billion1  JOHN  DU  PONT    $250  million 

:ia's  richest  man  was  arrested  in  October  Chemical  heir  was  found  guilty  in  1997  for 

•  fraud  and  theft  allegations.  He  is  demanding  killing  an  Olympic  wrestler.  Serving  13  to  30 

a  trial  and  faces  10  years  if  convicted.  years  in  Pennsylvania. 


In  good 

company? 

Stewart, 

Taubman 

and  Louis 

XVI. 


LEONA  HELMSLEY    $1  billion 

"Queen  of  Mean"  convicted  of  tax  evasion, 
spent  21  months  in  jail  starting  in  1992.  Still 
runs  hotel  empire. 

MICHAEL  MILKEN    $700  million 

Pleaded  guilty  to  securities  law  violations  in 
1990.  Served  2  years.  Now  a  philanthropist 
(cancer  and  education)  and  investor. 

A.  ALFRED  TAUBMAN    $700  million 

Real  estate  baron,  former  chairman  of 
Sotheby's  convicted  in  2001  of  price-fixing. 
Served  less  than  a  year.  Pushing  Detroit  renewal. 

MARTHA  STEWART    $300  million 

Convicted  on  four  counts  for  fibbing  to 
investigators,  could  face  16  months. 
Company  stock  shaky. 


IVAN  BOESKY   $200  million 

Arbitrager  pleaded  guilty  to  securities  fraud  in 
1987.  Served  2  years.  Last  heard  from  in  Europe 
and  California. 

STEVE  MADDEN    $30  million 

Shoe  magnate  pleaded  guilty  in  May  2001  to 
securities  fraud  and  money  laundering.  In  2002 
was  sentenced  to  41  months  in  prison. 

RICHARD  WHITNEY    $20  million 

Once  known  as  the  "Savior  of  the  Market," 
pleaded  guilty  in  1938  to  embezzling  while 
president  of  NYSE.  Served  3  years.  Died  in  1974. 

LOUIS  XVI    Tureens  full 

French  king  supposedly  spent  3%  of 
country's  GDP.  Imprisoned  during  the  French 
Revolution;  beheaded  in  1793. 


Against  All  Odds 

Time  is  running  out  for  EarthLink  to  prove 
broadband  pays,  by  chana  r.  schoenberger 

CABLE  AND  PHONE  COMPANIES  JUST  ABOUT  OWN 
the  Internet  connection  business.  The  top  sellers 
of  high-speed  service  are  all  companies  that  had 
wires  going  into  homes  before  there  was  any 
Internet.  The  two  biggest  Internet  service  providers  that 
don't  own  wires,  AOL  and  Microsoft's  MSN,  have  given  up 
selling  monthly  broadband,  resorting  to  hawking  soft- 
ware alone.  The  slower,  dial-up  access  business  that 
remains  is  shrinking  by  10%  a  year. 

The  dour  outlook  doesn't  faze  Charles  (Garry)  Betty. 
The  47-year-old  chief  executive  of  EarthLink  is  staking 
his  company  on  making  a  profitable  switch  from  dial-up 
to  broadband.  Research  firm  [DC  says  EarthLink  is  the 
number  four  ISP.  The  company  has  always  positioned 
itself  as  the  reliable  choice  for  surfing  sophisticates,  spar- 
ing them  the  pandering  ami  carnival  harking  that  AOL  inflicts 
on  its  subscribers. 

But  that  positioning  has  done  little  for  FarthLink 's  finances. 
It  has  lost  a  cumulative  $1.2  billion  since  1994.  (.Inly  by  laying 
off  1,800  of  its  5, 100  employees  last  year  (outsourcing  customer 
service  jobs  to  places  like  Manila  and  Hyderabad)  did  Km  LhLink 

manage  to  show  its  first-ever  profit — a  meager  $14.2  million 

in  the  second  half  of  2003.  lor  the  year  it  lost  $67  million, 


less  than  in  2002,  on  $1.4  billion  in  revenue,  pretty  much 
unchanged  from  the  year  before.  This  quarter  EarthLink  will  fire 
another  1,300  workers.  The  company  has  $500  million  in  cash. 
Betty  has  stopped  the  bleeding,  but  has  to  do  something  rad- 
ical about  the  stubbornly  lousy  economics  underpinning  Earth- 
I. ink's  1.1  million  broadband  customers.  Roughly  speaking,  of  a 
typical  $45  monthly  broadband  bill,  $33  or  so  goes  to  network- 
ing costs  and  access  fees  for  the  cable  and  telephone  companies. 
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Middleware  is  Everywhere. 


Can  you  see  it? 


MA 


4 


Key 


1.  Automatic  overview  of  operation. 

2.  Automatic  shipping  of  sale. 

3.  Automatic  identity  verification. 

4.  Automatic  updating  of  inventory. 

5.  Automatic  tracking  of  delivery. 


MIDDLEWARE  IS  IBM  SOFTWARE.  Powerful  software 
like  Tivolif  DB2®  and  WebSphere9  Open,  behind-the-glass 
technology  that  can  automate  it  all  -  IBM,  Microsoft?  Oracle, 
Sun.  Problems  are  foreseen  and  solved  before  they  occur. 
IT  resources  are  directed  to  core  business  needs.  Costs  are 
significantly  reduced.  It's  automation.  On  demand.  And  it's 
what  keeps  companies  and  customers  happy.  Very  happy. 
(©business  on  demand  at  ibm.com/software/automate 
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"Our  biggest  challenge  is with  what  we're  providing." 


Of  the  remaining  $12  gross  profit,  $8  goes  to  customer  service, 
billing  costs  and  overhead,  according  to  analyst  Youssef  Squali 
of  First  Albany  Capital.  After  $4  to  $5  in  marketing  costs  to 
acquire  new  customers,  there's  nothing  left. 

In  1996,  when  Betty  arrived,  Earthlink  lost  $1  per  month  on 
every  dial-up  user.  Now  it  makes  a  profit  of  $10  on  each  of  its 
4  million  dial-up  subscribers,  who  pay  an  average  $20.  How?  Line 
charges  have  gone  down,  customers  don't  call  and  gripe  as  often, 
and  back-office  costs  have  dropped.  That,  says  Betty,  is  the  model 
for  the  broadband  strategy. 

Those  trends  will  continue,  but  maybe  not  fast  enough. 
Earthlink's  digitally  literate  customers  are  four  times  as  likely  to 
switch  to  high-speed  as  AOL's.  If  the  4  million  users  go  broadband 
before  it  starts  paying  off,  EarthLink  is  finished.  Forget  picking  up 
customers  totally  new  to  the  Web.  Research  firm  Parks  Associates 
says  just  10%  of  Americans  are  still  waiting  to  become  Web  users. 

Since  the  telcos  and  cablers  have  no  incentive  to  help  Betty 
by  dropping  their  wholesale  rates  much,  he  is  looking  for 
another  route  to  users.  The  company  has  funded  trials  of  high- 


speed fixed  wireless  and  power-line  networks,  including  a  tes 
that  began  last  year  with  Con  Edison  in  New  York.  The  new 
technologies  could  go  commercial  within  two  years,  say 
Michael  Lunsford,  head  of  EarthLink's  product  development. 

EarthLink  is  fighting  the  cable  guys  and  cheapo  ISP  alterna 
tives  by  beefing  up  its  software.  In  the  last  two  years  it  ha 
launched  16  applications,  including  pop-up  and  spam  blocker 
and  Web  e-mail.  If  subscribers  ask  for  Internet  call  waiting  ($4  i 
month),  reps  are  encouraged  to  push  wireless  networking  ($10| 
and  voice-over  Internet  service  through  Vonage  ($35).  Next  tq 
launch  is  ScamBlocker,  a  free  service  that  restricts  access  tq 
shady  "phisher"  sites,  which  mimic  real  sites  but  are  hacker  ere] 
ations  for  stealing  credit  card  data,  user  names  and  passwords]1 
Every  time  a  new  phisher  site  comes  out,  it  costs  EarthLinki 
$100,000  in  angry  or  confused  service  calls. 

"Our  biggest  challenge  today  is  getting  users  acquainted 
with  what  we're  providing  them,"  says  Betty.  He's  offered  a  free 
download  that  lets  dial-up  users  connect  at  five  times  the  nor-' 
mal  speed,  but  only  11%  have  downloaded  it  in  the  last  year. 


UApoAINUnA      llvlt  Seventy-five  years  of  dire  predictions  that  jobs 
will  disappear  have  been  accompanied  by  a  quadrupling  of  employment 
and,  coincidentally,  of  living  standards.  Is  the  current  outsourcing 
flap  going  to  be  any  different?  —Neil  Weinberg 
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President  Herbert  Hoover's 
Committee  on  Recent  Social  Trends 


Total  unemployment  rate 

25% 

_L5_ 


MACHINERY,  1932  N°nfarm  emP,oyment  <mi|) 

"Unless  there  is  a  speeding  up  of  social  invention 
or  a  slowing  down  of  mechanical  inventions,  grave, 
maladjustments  are  certain  to  result." 


ROBOTS,  I960 

Automation  "carries  the  dark 
menace  of  industrial  dislocation, 
increases  unemployment  and 
deepe ns  poverty." 

John  F.  Ken.         presidential  candidate 


NAFTA,  1992 

"You're  going  to 
hear  a  giant  sucking 
sound  of  jobs  being 
pulled  out  of  this 
country." 

H.  Ross  Perot, 
presidential  candidate 


"Labor  officials, 
business  leaders, 
economists,  elected 
officials  and  ordinary 
Americans  are 
concerned  that  this 
bleeding  of  American 
jobs  will  further  slow 
our  economy." 

John  Kerry, 
presidential  candidate 
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Middleware  is  Everywhere. 


Can  you  see  it? 


1.  Verifies  insurance  on  the  spot. 

2.  Files  digital  claim  in  an  instant. 

3.  Approves  estimate  at  the  site. 

4.  Orders  new  bumper  at  the  sce'ne. 

5.  Receives  settlement  in  a  snap. 


MIDDLEWARE  IS  IBM  SOFTWARE.  Software  like  IBM 
DB2  Content  Manager.  A  complete  and  open  solution  that 
easily  manages  and  leverages  information  from  almost 
anywhere.  Even  content  like  video  and  scanned  images  is 
easily  and  securely  accessed.  It's  how  responsiveness 
increases,  productivity  soars  and  knowledge  becomes  power. 
(©business  on  demand!"  Go  to  ibm.com/db2/middleware 


M   DB2  the  e-business  logo  and  e-business  on  demand  are  registered  trademarks  or  trademarks  of  International  Business.  Machines  Corporation  m  the 
United  States  and/or  other  countries.  ©2003  IBM  Corpofitfioii.  All  rights  reserved. 
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H&R  Blocked 


Beyond  1040s: 
Chief  Mark 
Ernst;  new 
"relationship"  ad. 


The  tax  giant  has  a  great  brand  name.  Can  it  extend 
it  to  other  financial  services?  by  emily  lambert 

APRIL  15  LOOMS, 
but  H&R  Block 
Chief  Executive 
Mark  A.  Ernst 
has  more  than  taxes  on 
his  mind.  He's  eager  to 
find  out  how  many  of 
this  season's  customers 
can  gradually  be  con- 
vinced to  buy  H&R 
Block's  newer  offerings, 
including  home  mort- 
gages, business  consulting 
and  brokerage  services. 

There's  new  urgency 
to  this  mission,  although 
a  strategy  shift  to  build 
on  the  tax  business  has 
been  in  the  works  for 
several  years.  H&R  Block 
offices  lost  4%  of  their 

taxpayer  clients  in  2003.  Some  filed  taxes  through  H&R  Block  online — 
convenient  for  them  but  less  lucrative  for  the  tax  preparer.  Also,  this 
season  got  off  to  a  sluggish  start,  perhaps  because  of  growing  compe- 
tition from  rival  Jackson  Hewitt.  Says  Ernst:  "This  repositioning  of  the 
brand  must  happen."  The  effort  is  evident  in  increasingly  pushy  agents 
and  TV  spots  that  subtly  pitch  H&R  Block  advisers  as  experts  in  college 
planning,  home  buying — even,  jokingly,  nursery  design.  So  far,  results 
are  encouraging:  The  average  fee  per  office  client  as  of  Feb.  15  this  j 
year  was  $135,  up  from  $131  last  year  and  $122  in  2002. 

Last  fiscal  year  the  company's  nontax  businesses  accounted  for  I 
half  of  its  $3.8  billion  in  revenue,  most  of  that  from  its  mortgage   ] 
lending,  which  it  started  offering  in  1997.  But  other  services  are  a 
tough  sell.  Its  financial  services  business  hemorrhaged  $128  million 
(pretax)  last  year,  and  the  business  services  arm  is  also  lagging.  The 
unit,  which  operates  as  RSM  McGladrey,  lost  $14  million  in  2003. 

One  problem  has  been  turning  number  crunchers  into  smooth 
salesfolk.  "Anything  that's  new  is  viewed  suspiciously,"  sighs  Ernst,  45. 
Now  H&R  Block  gives  its  80,000  tax  advisers  computer  prompts  with  rec- 
ommendations for  clients,  pointing  them,  for  example,  to  IRAs  (though 
it  insists  it  wouldn't  specifically  push  its  own  IRA  product). 

Some  customers  may  be  wary,  too.  The  company  is  under  fire  for 
its  "refund  anticipation  loans."  The  loans,  which  can  carry  interest 
rates  of  129%,  appeal  to  cash-strapped  low-income  customers.  The 
fees  accounted  for  $109  million  in  revenue  last  year.  H&R  Block  has 
settled  a  number  of  loan-related  lawsuits,  including  one  in  Texas  for 
$50  million.  The  company  defends  the  loans.  But  there  could  be  more 
trouble:  The  Securities  &  Exchange  Commission  is  investigating 
whether  H&R  Block  properly  disclosed  the  suits  to  shareholders.       r 
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FIGHT  NOW,  PAY  LATER 

Members  of  the  U.S.  military  earn  an  average  salary  anc 
benefits  of  $99,000  a  year.  So  why  is  recruiting  and 
retaining  military  personnel  such  a  challenge? 

With  U.S.  soldiers  dying  almost  daily  in  Iraq,  that 
might  seem  an  absurd  question.  But  it's  not.  The 
military's  manpower  problems  precede  Iraq.  And  while 
the  war  may  scare  off  some  potential  recruits,  it  attracts 
others,  who  feel  a  patriotic  call. 

In  fact,  the  Pentagon's  personnel  problems  have  a 
more  mundane  root:  the  way  soldiers  are  paid.  Only  43°/ 
of  that  $99,000  package  comes  in  their  paychecks.  The 
rest  takes  the  form  of  benefits,  with  two-thirds  of  those 
benefits— mostly  for  pensions  and  health  care— not 
received  until  years  after  soldiers  leave  the  service,  the 
Congressional  Budget  Office  reports. 

Not  a  good  way  to  pay  soldiers— or  anyone  else.  It 
turns  out  that  many  prefer  a  bird  in  the  hand  to  200  in 
the  bush.  The  evidence:  In  the  1990s,  with  the  Cold  War 
over,  Congress  and  the  Pentagon  decided  to  encourage 
voluntary  early  departures  by  offering  the  choice  of  a 
lump-sum  payment  or  a  long-term  annuity.  The  annuity  • 
had  a  present  value  about  double  that  of  the  lump  sum 
Yet  over  half  of  the  officers  and  92%  of  the  enlisted 
personnel  who  left  took  the  lump  sum. 

Using  those  choices,  economists  John  Warner  of  Clem- 
son  University  and  Saul  Pleeter  of  the  Defense  Depart- 
ment calculate  that  officers  discounted  future  benefits  at  i 
an  average  rate  of  10%  to  19%  a  year,  while  enlistees  dis- 
counted them  at  35%  to  54%,  which  is  to  say  they  valued 
such  benefits  hardly  at  all.  The  math  is  striking:  A  soldier 
with  a  35%  discount  rate  values  a  dollar  to  be  received  in 
21  years  at  under  a  fifth  of  a  cent.  Yet  to  pay 
a  soldier  that  $1  in  benefits  in  21  years 
costs  taxpayers  36  cents  in  today's 
dollars— 200  times  what  the  service 
member  thinks  it's  worth. 

So  soldiers  end  up  under- 
paid, and  taxpayers 
overburdened; 
spending  and 
accruals  for  military 
retirement  now  total 
$52  billion  a  year,  with  an 
additional  unfunded  liability  of  $576  billion. 
The  military  compensation  scheme  isn't  just 
inefficient,  it's  also  unfair.  Soldiers  must  serve  20  years 
before  they're  eligible  for  retirement  pay.  That  means 
the  more  than  half  of  officers  and  85%  of  enlistees  who 
serve  less  than  20  years  get  zilch. 

Fixing  this  screwed-up  system  won't  be  easy.  The 
Pentagon  says  it's  planning  a  review,  but  even  a  limited 
reform-which  was  passed  by  Congress  in  1986  and 
wouldn't  have  lowered  any  soldier's  retirement  pay  for 
another  two  decades— was  repealed  in  1999,  before  it 
ever  had  time  to  take  effect.  -Ira  Carnahan 
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Aetna  HealthFund8 


Looking  for  people  to  help 
you  control  costs? 

They're  just  down  the  hall. 

Did  you  ever  think  your  fellow  employees 
could  help  you  control  health  care  costs? 
They  can,  with  the  Aetna  HealthFund 
integrated  suite  of  Health,  Dental,  Pharmacy 
and  Long-Term  Care  plans.  Employers 
allocate  a  fund  amount  for  participating 
employees  that  they  can  use  to  pay  for 
covered  services,  even  long-term  care 
premiums.  And  any  unused  portion  rolls 
over  for  them  to  use  the  following  year* 
You  give  your  employees  responsibility  for 
managing  their  own  spending,  and  we'll 
give  them  the  information  they  need  to 
spend  wisely.  It's  the  first  integrated  benefit 
suite  of  its  kind.  And  it's  only  from  Aetna, 
the  pioneer  in  consumer-directed  plans. 
Call  your  broker,  Aetna  representative,  or 
visit  us  today  at  aetna.com. 

We  want  you  to  knowM 
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XAetna' 


Health 

Pharmacy 
Disability 

Long-Term  Care 
Life 


©  2004  Aetna  Inc.  Aetna  HealthFund"  plans  are  offered  through  Aetna  Life  Insurance  Company.  Plans  contain 
exclusions  and  limitations.  Deductibles  apply.  Aetna  DentalFund'1"  is  available  on  a  si  sis  with  a 

January,  2004  effective  date  Aetna  PharmacyFund ■  is  available  on  a  self-funded  basis  a  in  a  January,  urn 
effective  date  -Roll  over  feature  may  depend  on  remaining  in  this  plan  with  your  current  employer. 
-200403 


The  Little  Picture 


The  trustbusters  blocking 

Oracle's  hostile  takeover 

should  start  a  side 

business  selling 

their  inventive 

market  research. 

BY  DAVID  WHELAN 


EVER  HEARD  OF  HIGH-FUNCTION  ENTERPRISE  SOFTWARE? 
Neither  has  anyone  in  the  industry.  Yet  the  Department  of 
Justice  creatively  defined  that  market  segment  as  consist- 
ing of  only  three  players  and  then  used  it  as  a  basis  to  try  to 
block  Oracle's  takeover  of  PeopleSoft.  Never  mind  that  business 
software  is  a  brutally  competitive  $24  billion  business  with  one 
big  player,  SAP  (20%  share),  and  lots  of  little  ones  like  PeopleSoft 
(6%),  Oracle  (5%)  and  Microsoft  (3%). 

This  is  the  latest  trust-busting  action  that  relies  on  a  circular 
logic  of  identifying  thin  markets  that  are — surprise! — highly  con- 
centrated. "The  agencies  have  defined  some  quite  narrow  mar- 
kets," says  Martha  Gifford,  an  antitrust  lawyer  in  New  York.  "They 
never  pull  back  enough  to  see  the  big  picture." 

The  trend  may  have  started  1 1  years  ago  when  the  DOJ  tried  to 
stop  Gillette  from  buying  Parker  Pen.  It  feared  the  new  company 
might  fix  prices — for  "refillable  fountain  pens." 

Here  are  some  recent  inspired  market  segments  defined  by  the 
DOJ  or  Federal  Trade  Commission: 

ClaUSSen/VlasiC  (October  2002) 
Market:  Refrigerated  pickles 

Yeah,  but  what  about  competition  from  sold-on-the-shelf  pick- 
les, not  to  mention  other  briny  snacks?  Merger  died. 

Nestle/Dreyer's  (March  2003) 

Market:  Retail  superprcmium  ice  cream 

The  FTC's  sweet  tooth  worried  that  other  ice  cream  makers  could 
not  get  into  the  premium  segment.  Combined  companies  sold 
off  some  smaller  brands. 

SonOCO/PaSCO  (October  2003) 
Market:  Spiral-wound  composite  cans 

Frozen-concentrated-juice  packaging  is  so  sophisticated,  the  DOJ 
opined,  that  other  manufactu  I  rs  would  have  difficulty  churning 
it  out.  The  two  called  off  deal. 

First  Data/Concord  (Octoi 

Market:  PIS  debit  networks 

Electronic  transactions  abound,  bui  I  on  PIN  num- 
bers and  debit  cards  to  find  a  mono  old  off  to 
comply  F 


For  all  the  talk  of  giving  shareholders  more  power, 
business  executives  are  not  fans  of  a  proposed  SEC 
rule  that  would  open  up  board  elections.  Under  the 
proposal,  dissident  shareholders  could  run  their  own 
candidate  or  two  if  more  than  35%  of  shareholders 
withheld  their  votes  for  an  existing  director.  Disney's 
Michael  Eisner  got  a  43%  no-confidence  vote. 

The  rule,  likely  to  be  scheduled  for  a  vote  later 
this  year,  has  elicited  a  firestorm  of  perhaps  12,000 
responses.  Guesstimates  are  that  10,000  are  favorable. 
Corporate  America  is  on  the  other  side,  as  you  can  see 
from  some  selected  responses  below.—  Phyllis  Berman 


HENRY  A.  MCKINNELL,  Pfizer  chief: 
"Based  on  my  experience,  I  believe 
[we'll  have]  well-run  companies  with 
sound  long-term  strategies  falling  to 
corporate  raiders  manipulating  the 
new  rules." 

WENDY  L.  GRAMM,  former  Enron 
board  member:  "The  SEC  has  provided 
no  quantitative  or  even  qualitative 
data  to  support  its  assertions  that  this 
problem  of  misalignment  [of  the  inter- 
ests of  the  board  and  shareholders]  is 
widespread  enough  to  warrant  a 
federal  regulation." 

ANDREW  S.  GROVE,  Intel  chairman: 
"The  wholesale  shift  of  voting 
authority  to  unregulated  proxy  voting 
organizations  will  create  substantial 
unlegislated  and  inappropriate  changes 
in  U.S.  corporate  governance." 

MAURICE  GREENBERG,  chief  execu- 
tive officer,  American  International 
Group:  "The  produced  thresholds  ... 
are  too  low  to  justify  the  cost  and 
substantial  disruption  of  the  proxy 
contests  that  would  result." 

STEPHEN  W.  SANGER,  chief  execu- 
tive officer,  General  Mills:  "We  believe 
there  are  significant  risks,  such  as  the 
loss  of  qualified  director  candidates 
who  do  not  want  to  participate  in 
contested  elections."  F 
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t  Marsico  Funds,  the  investments  we  value  most  r'ea< 
orld.  For  you  and  for  us,  sharing  hopes,  ana  drib 
jly  matters.  That's  why  we  invest  in  our.,  funds 
I  of  us  want  to  experience  more  of  who" 
ou  should  consider  the  Funds'  invest 
nd  expenses  carefully  before  1) 


/is  what 
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WITH  A  NET  WORTH  TOPPING  $12  BILLION,  LI  KA-SHING  STANDS  ON 
an  equal  footing  with  such  Americans  as  Michael  Dell  and  Steven 
Ballmer.  But  in  Hong  Kong,  Li,  75,  has  no  peer.  Through  his  pub- 
licly listed  Hutchison  Whampoa  and  Cheung  Kong  Holdings,  Li  is 
a  leading  provider  of  electricity  in  Hong  Kong.  He  is  the  city's 
biggest  cell  phone  service  provider  and  among  its  biggest  real  estate 
developers  and  retailers.  His  companies  account  for  11.5%  of  the 
market  capitalization  of  Hong  Kong  stocks.  He  is  also  the  world's 
biggest  investor — $1 1  billion  so  far — in  3-G  cell  phone  technology, 
format  that  promises  to  deliver  mobile  video  and  multimedia  telecommunications. 
The  foreign  press  salivates  over  Li's  risky  telecom  bets  and  flashy  real  estate  deals.  But 
the  tastiest  morsel  in  his  empire  has  a  brinier  flavor.  In  the  past  four  years  Li  has  spent  an 
estimated  $1.5  billion  buying  15  shipping  container  terminals,  according  to  U.K.-based 
Drewry  Shipping  Consultants.  Li's  shipping  container  business  is  the  world's  largest:  a  pres- 
ence in  32  ports  (including  several  of  the  world's  busiest)  in  15  countries,  handling  13%  of 
the  world's  containers.  Drewry  says  42%  of  all  containers  leaving  China  depart  from  Li's 
terminals.  Thanks  to  a  surge  in  Chinese  exports,  which  ballooned  from  $18  billion  in  1980 
to  $325  billion  last  year,  Hutchison  Fort  Holdings  has  become  Li's  most  profitable  opera- 
tion, generating  28%  of  Hutchison  Whampoa's  $3. 1  billion  in  earnings  before  taxes  and 
interest  in  2002  while  accounting  for  just  18.5%  of  its  sales. 

Li  Ka-shing  declined  requests  for  an  interview  for  this  article.  But  his  recent  moves  in 
the  port  business  speak  volumes  about  his  underlying  strategy.  Li's  terminals  often  serve  as 
anchors  for  his  other  businesses  (see  box,  p.  56).  Example:  Since  buying  a  stake  in  Shang- 
hai's port  operations  in  1992,  his  first  investment  in  Mainland  China,  Li  has  invested  $7.5 
billion  building  roads  and  bridges,  buying  real  estate  and  opening  a  chain  of  retail  stores. 
It  is  a  similar  story  in  the  Bahamas,  where  Li  now  stands  as  the  biggest  foreign  investor. 
In  1997  he  invested  in  its  port  operations,  which  included  a  cruise  ship  facility,  to  handle 
cargo  bound  from  Asia  to  the  U.S.  and  elsewhere  in  the  Americas.  That  led  to  his  purchase 
of  Grand  Bahama  Airport  and  the  development  of  several  golf  courses  and  hotels.  Similarly, 
Li's  investment  in  Felixstowe's  port,  the  largest  in  the  U.K.,  was  followed  by  investments  in 


Real  estate 
and  risky 
telecom  gambles 
generate  the 
headlines,  but 
Li  Ka-shing's 
port  businesses 
keep  his 
fortune  sailing 
smoothly. 


Asia's  richest  man  puts  the  "port"  in  portfolio. 
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Li  Ka-shing 


In  the  Cargo  Hold 

Through  his  publicly  listed  Hutchison  Whampoa  and  Cheung  Kong  Holdings,  Li  Ka-shing  controls  more  than  $60  billion  worth  of  assets.) 


TELECOMMUNICATIONS 

$24.4  billion 

World's  largest  investor 
in  third-generation 

mobile  phone 

technology.  His  3-G 

mobile  video  and 

multimedia  service  is 

marketed  as 

simply  "3." 


REAL  ESTATE 

$16.1  billion 

Holdings  include 

Beijing's  Oriental  Plaza 

and  numerous 

commercial  and 

residential  projects  in 

major  markets  like 

China,  Hong  Kong  and 

the  U.K. 


INFRASTRUCTURE 

$7.1  billion 

Investor  in  power 

plants,  natural  gas 

distribution,  roads, 

bridges,  tunnels  and 

water-treatment  plants 

in  Hong  Kong,  China 

and  Australia. 


PORTS 
$7.1  billion 

The  world's  largest 
operator  of  container 
terminals;  one  out  of 
seven  containers  are 

shipped  via  one  of 
Li's  terminals. 


RETAILING  AND 
MANUFACTURING 

$3.6  billion 

Operates  more  than 

3,200  pharmacy, 

health  and  beauty  stores 

in  Asia  and  Europe 

under  names  like 

Watsons,  ParknShop 

and  Superdrug. 


ENERGY 

$1.6  billion 

Owns  35%  stake  in 

Husky  Energy  of 

Canada  with  drilling 

rights  to  7.8  million 

acres  of  land  and 

offshore  exploration 

rights  in  southern 

China. 


TECHNOLOGY 

$1  billion 

Investments  in  CK  Life 

Sciences  (eco-fertiliz- 

ers,  bioremediation 

treatments);  Tom.com 

(publishing,  outdoor 

media,  sports 

marketing);  and 

Priceline. 


telecommunications  and  retail  outlets. 

Li's  foray  into  the  port  business 
began  in  1979,  when  he  bought  control 
of  Hutchison  Whampoa,  a  British  trad- 
ing house  that  had  long  dominated 
Hong  Kong's  economy  but  had  been 
struggling.  One  of  the  assets  was  a  suc- 
cessful container-terminal  operation  in 
I  long  Kong. 

At  the  time,  most  ports  were  operated 
by  governments  as  a  break-even  business 
at  best.  Hong  Kong  was  controlled  by 
three  private  operators  who  did  every- 
thing themselves,  from  dredging  the  har- 
bor to  building  terminal  facilities.  Hong 
Kong  proved  a  great  place  for  Li  to  learn 
the  economics  of  the  container-terminal 
business.  He  quickly  expanded,  buying 
one  of  the  competing  operators  and 
building  three  additional  terminals.  "We 
know  the  costs  of  building  a  modern  port 
better  than  anyone  else  out  there,"  says 
John  Meredith,  a  former  sea  captain  who 
runs  Li's  port  operations. 

Since  1994  I.i  h  .  it  more  than 

$600  million  in  1  long  |u 

docks.  Automated  cran 
organize  containers  stacki 
five  high,  allowing  Li's  terminals  to 
warehouse  three  to  four  times  i    m  iny 
containers  per  acre  as  his  i  , 
Hutchison  moves  more  than 
tamers  per  hour,  twice  the  world 
age,  and  i.\\n  handle  10,000  trucks 


Meredith  said  in  a  recent  interview. 

To  help  generate  that  kind  of  volume, 
Li  developed  feeder  ports  throughout 
southern  China.  Until  then  most  goods 
manufactured  in  China's  smaller  towns 
traveled  on  trains  or  trucks  to  Hong  Kong. 
But  by  building  smaller  ports — many  on 
top  of  rice  fields — Li  was  able  to  transport 
the  goods  using  the  smaller  boats  that  ply 
China's  shallower  waterways. 

He  also  made  gutsy  bets  by  expand- 
ing into  troubled  or  hostile  environ- 
ments. In  1990,  less  than  a  year  after  the 
bloody  Tiananmen  Square  incident  in 
Beijing,  Shanghai's  mayor  asked  Li  to 
invest  in  its  port  operations,  a  congested 
environment  where  ships  had  to  wait  up 
to  seven  days  at  sea  before  gaining  dock 
access.  He  ended  up  investing  $500  mil- 
lion over  the  next  several  years.  Today 
ships  can  dock,  unload  and  be  out  to  sea 
again  in  seven  hours. 

In    1999   he  entered   Indonesia,  a 

nation  whose  economy  was  in  a  shambles 

.is  its  new  president  struggled  to  keep 

among  various  ethnic  and  religious 

is.  I.i  wanted  to  turn  Jakarta's  port 

n  into  one  that  would  rival  Sin- 

gapon  s  in  efficiency.  Amid  terrorist 

atta<  ks  and  bombings,  I  i  invested  $400 

million  to  upgrade  Jakarta's  port.  Today 

the  [akarta  operation  stands  as  one  ot  the 

most  technological!)  advanced  container 

rials  m  the  world. 


One  place  Li  doesn't  have  a  port  of 
call  is  in  the  U.S.  That's  because  U.S.  ports 
are  owned  by  the  government,  and  Li  is 
not  interested  in  competing  in  countries 
where  the  government  has  such  a  domi- 
nant role.  But  with  80%  of  Li's  cargo  des- 
tined for  the  U.S.  market,  his  lack  of  pres- 
ence in  the  U.S.  is  costly.  Hutchison  has 
been  investing  heavily  in  Panamanian 
and  Mexican  ports  as  alternative  en 
trances  for  cargoes  making  their  way  to 
the  U.S.  From  Central  America  the  con- 
tainers can  easily  travel  by  rail  to  the  East 
Coast,  passing  free  of  duty  across  the  U.S. 
border  under  the  North  American  Free 
Trade  Agreement. 

Hutchison  landed  its  first  Mexican 
container  terminal  in  2001,  when  it  paid 
ICTSI  International  Holdings  an  esti- 
mated $400  million  for  a  handful  of  ter- 
minals in  the  Americas,  Tanzania,  Saudi 
Arabia,  Pakistan  and  Thailand. 

In  1997  Hutchison  won  the  right  ro 
operate  the  ports  of  Cristobal  and  Balboa 
located  at  each  end  of  the  Panama  Canal, 
a  move  that  created  worries  in  some  parts 
of  Washington  over  Li's  alleged  ties  to  the 
Chinese  government. 

These  days  the  politicians  aren't  wor- 
ried so  much  about  Chinese  Commu- 
nists. But  they  are  terrified  of  all  those 
manufactured  goods,  made  with  cheap 
labor  and  Hung  over  here  with  compe 
1 1\  e  force  by  a  master  of  efficiency.         F 
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5tate-of-the-earth 


V*  w  I         I  ^J I  ^J  y  y  ■     When  it  comes  to  cleaner  cars,  Toyota  believes  actions  speak  louder  than  words. 
1 997  we  launched  Prius,  the  world's  first  mass-produced  gas/electric  hybrid  vehicle.  Then  six  years  of  refinement  produced 
ybnd  Synergy  Drive",  the  revolutionary  power  train  that  combines  gasoline  and  electricity  to  dramatically  boost  power  and  efficiency. 
has  already  hit  the  roads  in  the  2004  Prius. 

le  next  big  step  in  hybrid  technology?  Hydrogen-powered  fuel-cell  vehicles  that  emit  only  water. 

•yota's  fleet  of  fuel-cell  SUVs  has  recently  logged  more  than  1 25,000  miles.  And  our  fuel-cell  development  center  is  starting  to  apply  this 
chnology  to  mass  transit  in  Japan,  potentially  providing  cleaner  transportation  for  thousands  of  commuters. 
lere's  no  doubt  about  it  -  helping  the  planet  is  a  real  art. 
iyota.com/tomorrow        s2004 
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If  customers  are  always  right,  how  come  McDonald's  wasn't  listening  to  them' 


THE  MCDONALD'S  OPERATIONS 
manual  dictates  every  move 
made  inside  one  of  its  restau- 
rants. Rules  govern  how  many 
hamburger  patties  to  a  pound 
of  beef  (10),  how  long  to 
(17  seconds)  and  how  much  saniti 
use  when  cleaning  the  shakt  machine 
( 1  packet  for  2.5  gallons  of  water). 

But  what  the  manual  doesn't  address 
and  can't  measure  is  what  happens  after 
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all  those  perfectly  uniform  burgers  and 
buns  get  across  the  counter.  With  system 
sales  having  grown  to  $41.5  billion  in 
2002,  up  4.3%  per  year  since  1998,  there 
seemed  little  need  for  executives  to  lose 
sleep  over  a  few  complaints. 

"t  McDonald's  never  realized — 
until  it  was  too  late — that  the  complaints 
wi'1-'  nore  frequent  and  bitter. 

Tin!  !   recipes  for  basic  items  like 

the  Big  ial  sauce  had  saved  pen- 


nies but  turned  off  loyal  Mac  fans.  Worse 
McDonald's  was  opening  stores  too  fast 
with  each  new  one  eating  into  the  sales  o 
existing  oudets.  McDonald's  slogans  wen 
getting  stale,  too:  "We  love  to  see  yoi 
smile"  had  more  pap  than  snap.  Ever 
though  system  sales  were  rising,  the  aver 
age  store  gross  fell  12%  to  $1.6  millior 
from  1995  to  2002.  McDonald's  set  a  dis 
mal  record  of  1 1  months  of  negativi 
comparable-store  sales  in  2002.  By  th< 


ourth  quarter  of  that  year  the  company 
lad  its  first  loss,  S344  million,  since  first 
elling  shares  to  the  public  in  1965.  By 
vJew  Year's  Eve  its  shares  hit  $16,  a  low 
lot  seen  since  1995. 

With  an  aura  of  defeat  starting  to 
nfect  its  global  sprawl  of  31,000  eater- 
es,  the  board  nudged  out  chief  executive 
(ack  M.  Greenberg  and  in  December 
2002  replaced  him  with  former  interna- 
ional  division  chief  James  R.  Cantalupo. 
antalupo,  60,  had  joined  McDonald's 
inance  division  in  1974  and  then  spent 
>0  years  on  the  operations  side  of  the 
>usiness.  "I  made  it  a  policy  never  to 
eave  a  store  without  talking  to  a  cus- 
omer,"  he  says. 

Everyone  in  business  pays  lip  service 
to  customer  wants,  but  Cantalupo 
attached  to  it  an  unwavering  obsession 
»vith  quantifying  them.  With  a  zeal  for 
measuring  the  customer  experience  and 
sharing  the  data  freely  with  operators,  he 
las  pulled  off  a  turnaround  that  has 
itunned  everyone  in  the  business  with  its 
;peed  and  scope.  Same-store  sales  in  the 
U.S.  began  rising  last  May,  reaching 
20. 1%  in  February.  Forty-seven  million 
diners  flocked  daily  to  the  arches  in  2003, 
i  million  more  than  in  2002.  Last  year's 
net  was  up  65%  to  $1.5  billion.  The  stock 
las  more  than  doubled. 

At  one  of  Cantalupo's  first  meetings 


Mac  Is  Back 

When  customers  stopped  going  to 
McDonald's,  so  did  investors.  Now 
that  sales  are  on  the  rise,  the  stock 
has  regained  its  sizzle. 


Same-store  sales 


Stock  price 


Source:  FT  Interactive  Data  via  FactSet 
Research  Systems. 


what  this  is  about,  let  me  make  it  clear: 
This  is  about  our  customers." 

McDonald's  has  always  checked  in 
with  customers,  but  the  data  were 
mostly  anecdotal.  There  was  no  way  to 
tell  whether  the  same  passing  grade  from 
two  different  reviewers  meant  they  each 


With  That? 


By  Daniel  Kruger 


at  the  home  office  in  Oak  Brook,  III.,  he 
set  priorities  straight:  The  focus  would  be 
on  fixing  McDonald's  first  and  worrying 
second  about  the  pizza,  chicken  and  Mex- 
ican food  chains  bought  by  Greenberg  to 
fuel  growth  (see  box,  p.60).  Cantalupo  cut 
back  McDonald's  store  openings  from 
1,250  in  2002  to  500  in  2003  to  ensure 
that  existing  ones  had  the  time  and  elbow 
room  to  improve.  He  told  senior  execs  at 
that  meeting:  "If  you're  confused  about 


received  the  same  quality  of  service. 
Cantalupo  decided  it  was  time  to  start 
grading  restaurants  on  a  scale  everyone 
could  understand. 

Michael  Roberts,  the  head  of  McDon- 
ald's U.S.  operations,  had  tried  the  year 
before  to  push  Greenberg  to  get  more 
customer  feedback.  He  got  lukewarm 
support;  Greenberg  preferred  his  own 
idea  for  a  $1  billion  information  network 
called  Project  Innovate  that  would  funnel 


real-time  sales  data  from  the  company's 
31,000  restaurants  to  Oak  Brook.  But 
reams  of  sales  data  weren't  what  Roberts 
wanted  when  customers  were  upset  with 
lousy  food,  slow  service,  sloppy  stores  and 
surly  employees.  "What  is  it  about  Inno- 
vate that's  going  to  cause  our  operators  to 
run  great  restaurants?"  he  asked.  (It  was 
later  dropped.) 

In  November  2001  Roberts  had  rec- 
ommended printing  toll-free  customer 
hotline  numbers  on  soda  cups  and  send- 
ing mystery  shoppers  to  restaurants  to 
conduct  anonymous  reviews  of  service 
using  a  hard-number  scoring  system. 
Cantalupo  picked  up  those  proposals  and 
ran.  In  early  2003  he  went  to  work  on  a 
McManifesto,  "The  Plan  to  Win,"  a  6-by- 
9-foot  version  of  which  hangs  at  the 
entrance  to  McDonald's  executive  suite, 
illuminated  by  spotlights. 

It  calls  for  the  obvious:  offering  tastier 
food  served  quickly  in  a  clean  and  friendly 
atmosphere.  Cantalupo  took  Roberts' 
mystery-shopper    idea — which    many 
operators  thought  was  designed  to  punish 
them — and  made  the  data  more  operator- 
friendly.  Mystery  diners  from  outside  sur- 
vey firms  jot  down  on  a  paper  checklist 
their  grades  for  speed  of  service;  food 
temperature;   presentation   and   taste; 
cleanliness  of  the  counter,  tables  and 
condiment  islands;  even  whether  the 
counter  crew  smiles  at  diners.  Trailing 
six-month  and  year-to-date  results  are 
posted  on  an  internal  McDonald's 
Web  site  so  owners  can  compare  their 
scores  with  regional  averages.  Opera- 
tors could  now  pinpoint  lingering 
problems,  like  consistent  burger  slop- 
piness,  and  ignore  a  one-time  ding 
such  as  a  dirty  bathroom,  says  Irwin  S. 
Kruger,  a  franchisee  with  seven  stores 
in  New  York.  "People  know  what's 
being  measured,  and  it  certainly  helps  to 
focus  their  minds,"  says  M.  Larry  Light, 
the  marketing  chief  Cantalupo  hired  in 
late  2002. 

Cantalupo  also  sent  900  operations 
missionaries  into  the  field,  each  visiting 
stores  multiple  times  to  fine-tune  oper- 
ations while  also  conducting  day-long 
seminars  where  store  managers  could 
share  tips  from  corporate  kitchen 
gurus — such  as  where  to  place  staff — 
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McDonald's 


Chickening  Out 


\  r 


eep  your  eyes  on  the  fries.  Those  are  the  new  marching  orders  at 
McDonald's.  Under  departed  chief  executive  Jack  M.  Greenberg,  „  # 

^McDonald's  went  for  growth  beyond  the  burger— into  pizza,  burri- 
tos  and  rotisserie  chicken.  Mostly  what  it  got  was  indigestion.  Since 
1999  it  has  spent  an  estimated  $325  million  buying  Donatos 
Pizzeria,  Boston  Market  and  Chipotle  Mexican  Grill.  The  trio 
drained  management  resources  and  barely  broke  even  last  year.  In      J 
December  McDonald's  sold  Donatos'  182-store  chain  back  to  its         ■ 
founder,  James  Grote,  for  an  estimated  $50  million,  half  of  what  it 
paid  for  it,  taking  a  $237  million  charge.  " 

In  a  symbolic  gesture,  new  Chief  Jim  Cantalupo  exiled  from  the  Oak 
Brook,  III.  home  office  the  headquarters  staff  overseeing  non-Mac  opera-     -> 
tions,  resettling  them  down  the  road.  The  future  of  Boston  Market,  bought 
out  of  bankruptcy,  is  in  limbo.  "If  they  were  able  get  a  good  price  for  it,  that 
would  have  been  gone,"  says  Credit  Suisse  First  Boston  analyst  Janice  Meyer. 

Prospects  are  still  good  for  Chipotle,  a  well-run  brand  which  will  add  100  new  stores  this  year  to  its  current  305.  If  it 
becomes  a  distraction,  Cantalupo  could  sell  all  or  part  of  the  company's  stake.  But  Meyer  thinks  that  in  an  era  of  slow  store 
growth,  Chipotle  could  be  a  carrot  to  reward  McDonald's  best  franchisees:  "They  run  the  risk  of  losing  their  good 
franchisees,  who  may  be  operating  ten  McDonald's,  and  five  years  from  now  may  be  operating  [only]  eleven."  —O.K. 


that  might  shave  precious  seconds 
off  average  service  times. 

A  separate  survey  of  repeat  customers 
found  a  disturbing  bit  of  news.  Many  din- 
ers ate  at  McDonald's  because  they  had 
no  better  alternative.  For  the  first  time  in 
the  15  years  it  had  been  surveying  the 
public,  McDonald's  had  more  people  dis- 
liking the  brand  than  liking  it.  "When  a 
competitor  opened  up  a  store  that  was 
equally  convenient  and  matched  us  on 
price,  guess  what  happened?"  Light  says. 
"As  long  as  we  were  opening  stores  at  a 
hectic  pace,  this  wasn't  apparent." 

Cantalupo  ordered  McDonald's  chefs 
back  to  their  burners  with  a  group  of 
franchisees  and  the  company's  original 
operations  guru  Fred  L.  Turner.  They 
restored  the  more  expensive  ingredients 
in  the  Big  Mac  sauce  and  changed  the 
salt-and-pepper  seasoning  in  the  beef 
patties.  Cantalupo  didn'l 
bland  microwaved  buns.  McDonald's 
the  U.S.  had  stopped  toasting  buns  in  I 
early  1990s,  opting  to  nuke  them,  but 
masting  was  how  the)  got  their  sweet, 
caramelized  flavor.  When  he  ran  interna 
tional,  Cantalupo  nevei   adopted  the 
microwave,  so  a  Big  Ma    sold  in  * 
tasted  more  like  what  came  out  oi 


Turner's  kitchen  in  1968.  McDonald's 
U.S.  stores  began  toasting  again  in  1998 
but,  after  Cantalupo's  return,  he  changed 
bun  recipes  to  enhance  caramelization 
and  lengthened  toasting  time  by  six  sec- 
onds. "I  think  our  food  is  dramatically 
improved,"  he  says. 

So  is  the  time  it  takes  to  swing  in  and 
out  of  a  McDonald's  drive-through.  The 
company  gets  two-thirds  of  its  U.S.  sales, 
or  $13.2  billion,  from  the  driver's  win- 
dow. Every  six  seconds  shaved  off  the  wait 
time  adds  a  percentage  point  to  sales 
growth.  Last  year  the  company  did  just 
that,  lowering  its  typical  mark  to  157  sec- 
onds from  163,  according  to  QSR  Maga- 
zine. Impressive,  but  it  can  do  better. 
Wendy's  averages  1 1 6  seconds. 

Robert  Marshall,  the  executive  in 
charge  of  McDonald's  fast  lane,  is  waging 
the  war  on  several  fronts.  The  basic  idea 
is  to  make  the  process  idiot-proof.  Out- 
door menu  boards  now  have  more  pic- 
ures  and  fewer  words.  An  LED  display 

ifirms  what  customers  say,  so  there's 

confusion  later  on.  Premium  sand- 
like  the  Big  N'  Tasty  are  now  put 

oxesr;    i  r  than  paper  wrappers,  sav- 

.  a  tew  s< .  onds,  and  the  boxes  are  color 

•  oded  by  sandw  ich  to  improve  speed  and 


accuracy.  When  cars  start  to  stack  up  in 
line,  a  crew  member  may  sally  forth,  PDA 
in  hand,  to  take  orders. 

Marketing  was  another  area  needing, 
rejuvenation.  Commissioning  his  own 
surveys,  Light  discovered  that  McDon- 
ald's was  pitching  well  to  little  kids  but 
alienating  teenagers  and  young  adults. 
Slogans  like  "We  love  to  see  you  smile" 
sounded  too  Hallmarkish. 

McDonald's  picked  a  relatively  un- 
known German  agency,  Heye  &  Partner, 
owned  by  its  longtime  ad  partner  Omni- 
com, after  it  came  up  with  the  more  emo- 
tionally resonant  "I'm  Lovin'  It."  (Habits 
are  hard  to  break.  When  the  burger  joint's 
in-house  marketers  heard  it,  they  offered  a 
fix:  "McDonald's,  you  will  love  it.")  It 
signed  endorsers  like  teen  heartthrob  Justin 
Timberlake  and  began  running  slightly 
risque  TV  spots,  like  one  showing  a  guy 
licking  ice  cream  off  a  bikinied  girl's  shoul- 
der. "Maybe  you  don't  want  your  daughter 
to  dress  like  that,  but  that's  the  real  thing," 
says  top  marketer  Light. 

It's  easy  for  a  successful  company  to 
lull  itself  into  thinking  it  is  doing  fine  by 
its  customers.  With  Cantalupo's  passion 
for  data,  McDonald's  will  never  make 
that  mistake  again.  F 
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Can  This  Brand 


Be  Saved? 


GM  is  spending  $3  billion 

to  make  you  rather  have  a  Buick. 

That's  one  tOUgh  turnaround,  by  Jonathan  fahey 

FOR  MUCH  OF  THE  LAST  TWO  DECADES  BUICK  HAS 
been  entombed — forgotten  by  General 
Motors  and  remembered  only  by  a 
dwindling  band  of  loyalists. 
Twenty  years  ago  Buick  sold 
845,000  vehicles.  Last  year  it 
sold  337,000.  The  average  age  of  a 
Buick  buyer,  62,  is  the  oldest  in  the 
industry  (AARP  members  sometimes 
get  a  $500  rebate).  Buick  is  retaining 
less  than  half  of  its  customers,  ac- 
cording to  J.D.  Power  and  Associates. 
These  days  the  likely  buyers  are  flocking 
instead  to  Lexus  and  Mercedes-Benz. 

"The  buyers  who  are  about  to  be  Buick  buy 
ers  hate  Buick,"  says  Rebecca  Lindland,  an 
analyst  at  forecasting  firm  Global  Insight. 

All  of  which  leaves  GM  executives  with  the  ulti- 
mate marketing  assignment.  Can  this  brand  come  back  from  the 
crypt?  GM  is  about  to  spend  $3  billion  over  the  next  five  years  to 
find  out.  The  idea  is  to  reinvent  the  charisma  Buick  once  dis- 
played with  its  big,  beautiful  cars  of  the  1940s  and  1950s.  That 
vision  will  be  shown  off  in  April,  at  the  New  York  Auto  Show,  in 
the  form  of  a  long,  elegant  rear-wheel-drive  convertible  prototype 
called  Velite.  With  cars  like  Velite,  and  a  new  sport  utility,  a  mini- 
van  and  a  pair  of  redesigned  sedans,  GM  hopes  Buick  will  com- 
pete with  imports  like  Volvo,  Infiniti  and  the  lower-price  offerings 
from  Lexus  and  Mercedes- Ben/. 

The  gi  eviva]  to  500,000  vehicles  a  year  by  the  end 

of  the  dc\ . 

It  could  I  rrand,but  ( IM  thinks  it  has  little  choice. 

Buick  still  occupies  ..  :etest  part  of  the  market:  high-end  ve- 
hicles thai  arc  pricey  enough  to  make  a  profit— they  soil  from 
$20,000  to  $40,000— but  trdable  enough  to  attract  buyers  in 
volume.  Even  whiu  slumping,  Buick  sells  as  man)  vehicles  as 
competitors  Mercury  ami  Volvo  combined.  There  could  be  some 
nostalgic  motive  for  keeping  this  brand,  which  debuted  in  1903 
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and  evolved  under  William  Durant  into  the  vertically  integrated 
powerhouse  called  General  Motors. 

Problem  is,  Buick  will  be  waking  up  to  a  changed  world. 
Japanese  carmakers  have  been  steadily  improving  their  luxury 
brands.  And  older  brands  like  Mercedes-Benz  and  BMW  now 
offer  many  vehicles  in  Buick's  lower  price  range,  while  mass- 
market  brands  have  been  offering  pricier  versions.  A  customer 
with  $28,000  can  buy  a  Honda — or  a  Mercedes-Benz.  And  no 
matter  how  good  the  new  Buicks  are,  they  still  lack  the  intangi- 
ble prestige  of  a  luxury  import. 

"There  used  to  be  room  between  mass-market  cars  and  lux- 
ury cars,  but  luxury  cars  are  lower  priced  and  mass-market  cars 
are  much  more  luxurious,"  says  Merrill  Lynch  analyst  John  Cas- 
esa.  "Buick  is  fighting  its  way  back  in  to  a  part  of  the  market  that 
it  created  but  is  unrecognizable  to  them." 

To  the  doubters,  GM  points  to  Cadillac's  recent  resurgence  and 
says  Buick  will  follow  the  same  path.  GM  spent  $4  billion  develop- 
ing new  vehicles  for  Cadillac,  and  sales  are  encouraging,  if  less  than 
torrid  (216,000  last  year,  up  from  179,000  in  1999).  C.J.  Fraleigh.a 


Rainier,  Buick's  new  SUV  entree. 


Terraza,  its  first  minivan. 


LaCrosse,  a  sedan  coming  this  fall. 


:#^i 


former  PepsiCo  executive  steering  Buick's  turnaround,  says  Buick 
will  aim  to  offer  quieter,  more  powerful  vehicles  with  nicer  interi- 
ors, more  graceful  looks  and  a  smoother  ride  than  its  competition. 
Buick  does  have  at  least  two  things  in  its  favor:  Its  quality  and 
reliability  are  among  the  best  in  the  industry.  And  Buick  dealers, 
who  have  subsisted  on  scraps  for  years,  are  well  respected  and 
savvy.  "We  don't  have  any  choice  in  that  matter,"  says  an 
embittered  Dennis  Doerge,  who  has 
been  selling  Buicks  for 
28  years  in  Glenview,  111. 
"The  only  thing  we  can 
do  is  take  care  of  our 
customers.  We  don't 
have  one  new  car  in 
our  showroom." 

General  Motors  let 
Buick  go  to  seed  be- 
cause it  could.  Buyers 
were  loyal,  and  Buick's 


big  brother  that  was  even  worse." 

This  fall  the  car  Lutz  changed,  now  called  LaCrosse,  will  ar- 
rive in  showrooms  and  replace  the  aging  Century  and  the 
$27,000  Regal.  Next  year  that  "big  brother"  will  arrive  to  replace 
the  other  two  sedans,  the  $29,000  LeSabre  and  the  Park  Avenue. 
And  Buick  just  started  offering  a  powerful  SUV,  the  Rainier,'that 
will  sell  for  as  much  as  $40,000.  In  the  fall  Buick  will  get  its  first 
minivan,  called  the  Terraza.  A  car  like  the  Velite  prototype  won't 
arrive  until  2006. 

With  the  novel  designs  still  months  away  from  the  show- 
rooms, Buick  got  off  to  a  rotten  start  this  year;  unit  sales  were 
down  17%  through  February,  according  to  industry  watcher 
Autodata.  This,  despite  discounts  averaging  $4,000  in  January, 
according  to  Edmunds.com. 

A  turnaround  at  Buick  could  do  more  than  deliver  sales. 
It  might  deliver  profits,  which  would  be  a  wonder.  GM's  U.S. 
auto  operations  squeaked  by  with  a  0.7%  aftertax  margin  on 
$116  billion  in  sales  last  year.  Maybe,  down  the  road,  the  Velite 
will  do  something  about  that.  F 


Dependably  Boring 


The  Velite:  Buick's  against-type 
hope,  in  prototype. 

turf,  large  cars,  was  not  under  direct  as- 
sault from  foreign  competition  in  the  early 
1990s.  GM,  like  the  rest  of  Detroit,  poured 
its  development  money  into  trucks  and 
SUVs.  For  much  of  the  last  decade  Buick 
offered  four  different  four-door,  front- 
wheel-drive  sedans  with  V6  engines. 
Coupes  and  convertibles  were  rare,  there 
were  no  V8s,  and  the  first  Buick  SUV  ar- 
rived in  2002,  long  after  the  market  turned 
that  way.  The  cars  themselves  were  rarely 
updated.  The  $38,000  Park  Avenue  and  the 
$24,000  Century  were  last  redesigned  in 
1997,  and  the  Century  is  based  on  under- 
pinnings developed  in  1988. 

When  Robert  A.  Lutz  joined  GM  as 
vice  chairman  in  September  2001  he  put 
the  brakes  on  only  two  projects — both 
Buicks.  "One  had  a  huge,  snoopy  nose, 
and  it  was  completely  undramatic,"  Lutz 
says.  "The  whole  thing  was  like  a  parody. 
The  research  was  devastating.  And  it  had  a 


Buick  earns  top-notch  quality  scores,  yet  even  owners  seem  relatively  unexcited 
about  driving  one.  Or  maybe  it's  just  a  sign  of  their  maturity. 
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Lexus 

163 

Infiniti 

174 

Buick 

179 

Acura 

196 

Toyota 

201 

Cadillac 

209 

Lincoln 

212 

Honda 
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Mercury 
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Jaguar 
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Saab 
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BMW 
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Nissan 
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Volvo 
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Buick 

62 

Mercury 

59 

Lincoln 

56 

Cadillac 

54 

Jaguar 

54 

Lexus 

51 

Chrysler 

49 

Mercedes-Benz 

49 

Toyota 

47 

Volvo 

47 

Ford 

45 

Audi 

44 

BMW 

44 

Honda 

44 

Infiniti 

44 

Saab 

44 

Acura 

43 

Nissan 

42 

Volkswagen 

41 

Selected  brano  lependability  and  ap;j     i  indies  conducted  in  2003. 2Buyer  ages  as  of  2004. 

Source:  JD.  P  meran  -Associates. 
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nsights  |  By  Pfitftr  Huber 


Trading  on  Secrecy 


FRAUD  USED  TO  CONSIST  MAINLY  OF  ONE-STEP  TRICKERY, 
in  which  the  cheating  depended  on  exchanging  two 
quite  different  things — good  cash  for,  say,  a  bad  check. 
Today  all  the  cleverest  frauds  involve  two-step  transac- 
tions, in  which  the  losing  party  ends  up  with  exactly 
what  he  had  at  the  outset — all  the  cheating  is  in  the  timing. 
Which  means  we're  going  to  have  to  rethink  what  we  expect 
from  public  auditors.  Their  mission,  as  traditionally  defined,  is 
now  obsolete.  Pretending  otherwise  is  a  confidence  game  in  itself. 
The  old  fraud  was  writing  a  bad  check  or  variations  on  the 
same  idea:  Take  something  valuable,  leave  something  worthless 
to  fill  the  void.  People  who  were 
in  a  position  to  control  appear- 
ances— bookkeepers,  for  exam- 
ple— could  keep  such  frauds 
going  for  quite  some  time. 
The  independent  auditor  was 
brought  in  to  ensure  that 
appearance  matched  economic 
reality.  If  the  company's  books 
said  there  was  a  million  dollars 
in  the  bank,  the  bank  statement 
had  to  say  so,  too.  The  audit  was 
a  snapshot.  It  verified  that  the 
company  owned  what  it  said  it 
owned  and  did  not  owe  any 
more  than  it  said  it  owed. 

Now  consider  the  essence  of 
the  recent  mutual  fund  scan- 
dals. The  details  hardly  mat- 
ter— just  look  at  what  the 
improper  trading  is  called.  Late 
trading  means  that  brokers  or  funds  allowed  favored  customers 
to  buy  or  sell  after  the  deadline  for  putting  in  orders — the  bad 
guys  got  in  or  out  at  the  4  p.m  Drice  after  hearing  market-mov- 
ing news  at  4:15.  Market  timing  is  short-term  trading  designed 
to  exploit  the  fact  thai  the  4  p.m.  price  may  incorporate  some 
3  a.m.  Asian  prices  that  a  tale. 

Insider  trading  is  a  timin  I  too.  It's  not  the  trading 

that's  illegal,  it's  selling  shares  a  day  before  the 

public  hears  about  wfu:  g  Administration  is 

going  to  do  with  the  ap]  Erbitux  li  ense. 

(Martha  herself  wasn't  an 
against  her  were  and  remain  It 

Notice  that  with  all  these  h  i 

erally  end  up  exactly  where  I 

because  it  sold  low  and  bought  h;  bn<  -hold- 

ers are  poorer  because 
they  bought  high  and 


Technology  can 

suppress  fraud. 

There  will  be  no 

more  "late" 

trading  of 

mutual  funds 

when  we  get 

24/7  global 

trading  and 

real-time  pricing 

of the  stocks 

that  funds  own. 


sold  low,  but  the  ultimate  value 
of  Erbitux  would  not  have  been 
diminished  by  Sam  Waksal's 
trades.  No  conventional  audit 
will  pick  up  this  sort  of  thing.  At 
any  instant  in  time  the  books ; 
accurately  reflect  the  underlying 
value  owned,  and  each  indi- 
vidual transaction  is  for  what 
appears  to  be  "fair  value"  at  that 
particular  moment  in  time. 
Opportunities  for  timing- 
based  frauds  are  multiplying  because  technology  has  made  it  so 
easy  to  trade  so  much,  so  fast.  It's  probably  no  coincidence  that 
two  of  the  biggest  recent  corporate  frauds — Enron  and  MCI — 
involved  companies  that  specialized  in  moving  information 
very  fast:  Enron  as  a  trader  of  power  and  other  commodities, 
MCI  as  a  mover  of  bits.  In  such  lines  of  business,  perhaps,  man- 
agers easily  come  to  believe  that  so  long  as  wealth  remains  in 
rapid  transit,  it  doesn't  much  matter  how  much  of  it  is  really 
there  in  the  pipe. 

But  technology  can  suppress  fraud,  too.  Check-kiting  is 
pretty  much  a  thing  of  the  past  now,  or  ought  to  be — deposits 
and  withdrawals  can  and  should  be  cleared  across  banks 
instantly.  There  will  be  no  more  "late"  trading  when  we  get  to 
24/7  global  trading,  as  we  inevitably  will — electronic  clearing 
houses  can  now  readily  displace  the  anachronism  of  floor 
traders  milling  about,  shouting  and  waving  their  arms.  Market 
timing  can  be  solved  by  pricing  mutual  fund  shares  to  market  in 
real  time — again,  something  that  just  about  any  desktop  com- 
puter with  the  right  database  and  Web  connection  can  achieve. 
As  for  insider  trading,  the  only  real  antidote  is  to  promote 
faster,  freer  flow  of  information  to  the  public.  Sam  Waksal  cer- 
tainly should  have  told  all  his  shareholders,  not  just  some,  what 
the  Food  &  Drug  Administration  was  telling  him.  But  why  are 
the  workings  of  the  FDA  itself  so  opaque  to  outsiders,  yet  so 
accommodating  (at  least  by  comparison)  to  drug-company 
insiders  like  Waksal?  The  agency  understandably  fears  the 
prospect  of  desperate  patients — those  suffering  from  advanced- 
stage  colorectal  cancer,  say — beating  down  its  doors  when  early 
tests  show  promise.  It's  easier,  all  in  all,  to  keep  information 
secret  until  the  last  moment  and  then  just  announce  a  yes  or  no. 
Be  that  as  it  may,  the  most  valuable  information  about  ImClone 
for  the  past  three  years  has  been  in  the  cupped  hands  of  the  offi- 
cial government  auditors  of  medical  science.  When  they  with- 
hold information  from  patients  and  drug  companies,  it  isn't 
fraud,  it's  public  policy.  ' 


-..  .«j       Peter  Huber.  a  Manhattan  Institute  senior  fellow,  is  the  author  of  Hard  Green:  Saving  the  Environmen 
tllsts  and  the  Digital  Power  Report.  Visit  his  home  page  at  www.forbes.com/huber. 
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Claire  M.  Fraser, 
genomic  researcher 

This  comparative  genomics 

pioneer  and  her  genome 

sequencing  team  have 

elevated  the  study  of  DNA 

to  a  higher  level.  Dr.  Fraser  is 

photographed  at  the  expansion  site 

for  The  Institute  for  Genomic 

Research  (TIGR)  where  she  is 

president  and  director. 
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^enetic  research  is  rising  to  new  heights.  And  Dr.  Claire  Fraser  is  one  of  the  architects. 

Aided  by  genomic  sequencing  technology,  Fraser  and  her  team  of  scientists  decode  the 

microbes  responsible  for  malaria,  pneumonia,  Lyme  disease,  meningitis  and  more.  Fraser's 

work  will  advance  medical  effectiveness  by  empowering  doctors  to  diagnose  diseases  with 

precision  and  tailor  treatments  to  a  patient's  individual  makeup. 


Dr.  Fraser  believes  in  the  | 
why  she  relies  on  her  Tabl<! 
sequences.  Analyze  microa 
knowledge  base  that  will; 


sology  arid  computers  working  together.  That's 
'  e  Tablet  PC,  she  can  digitally  view  genomic 
il  discoveries  to  her  team.  And  build  the 
' '" 'research  toward  tomorrow's  cures. 


e  PC,  evolved. 


..  S$*;;'»>?" 


Special  Advertising  Section 


Windows 

Tablet  PC  Edition 


arikseat  Driver  |  By  Jerry  Flint 

nsolent  Chariots 


HANK  GOODNESS  FOR  SPORT  UTILITY  VEHICLES. 

They  give  do-gooders  something  to  hate  besides 

George  Bush  and  the  Constitutional  amendment 

against  gay  marriage.  In  one  day  I  read  a  newspaper 

article,  an  editorial  and  a  magazine  editorial  (in  the 

w  York  Times  and  BusinessWeek)  against  those  terrors  of  the 

irth,  the  SUVs. 

We've  been  here  before.  Fifty  years  ago  there  were  no  SUVs, 

it  there  sure  were  big  cars — with  tailfins,  vinyl  roofs  and  over- 

ze  \ -8s.  The  intellectuals  ranted  against  these  large  sedans  and 

ition  wagons,  calling  them  gas  guzzlers.  There  were  books,  like 

he  Insolent  Chariots.  Psychologists  would  explain  that  cars 

ere  symbolic  extensions  of  the  penis,  so  longer  cars  were  part 

:  male  fantasy.  (ft 

The  1959  Cadillac 

Sedan  DeVille. 


Funny  thing,  today  many  of  those  insolent  chariots  are 
onsidered  classics. 

Some  of  Detroit's  enemies  just  couldn't  stand  all  the  free- 
om  those  cars  gave  to  people.  They  were  big,  they  were  .brassy, 
nd  they  didn't  fit  the  Utopian  model  of  a  society  with  lots  of 
nass  transit.  Now  we've  got  the  SUVs.  They  make  you  even 
eer.  You  can  get  off  the  road. 

The  BusinessWeek  piece  was  the  best:  "But  it  wouldn't  be  all 
hat  tough  to  make  vehicles  that  drink  less  gasoline  while 
mp'roving  safety." 

Right!  Doesn't  everyone  know  about  the  little  engine  pill 
ou  take  to  get  100  miles  per  gallon?  The  only  reason  car  exec- 
ltives  don't  improve  mileage  is  that  they  are  just  mean-spirited 
;uys  who  laugh  hysterically  at  their  customers'  $34  fill-ups. 

Another  line  in  the  same  piece  urged  the  President  to  "ask 
ongress  to  raise  federal  fuel  taxes  by,  say,  50  cents  a  gallon." 
Terrific.  Maybe  we  could  get  John  Kerry  to  campaign  on  that 
ax  increase.  Since  just  about  everybody  except  New  Yorkers 
Irives  to  work,  that  would  be  taxing  us  for  the  privilege  of 
vorking. 

Of  course,  the  New  York  Times  editorialized  that  "good 
mentions  and  a  few  fuel-efficient  SUVs  will  not  make  a  real 
lent  in  oil  consumption  or  in  the  greenhouse  gases...."  They 
note  that  John  Kerry  once  proposed  legislation  to  raise 
nileage  standards  to  45  miles  per  gallon  and  sort  of  Fort)CS 

loped  he  won't  forget  it. 


People  actually  buy  SUVs  for 
good  reasons,  and  the  govern- 
ment contributes  to  this.  With 
the  oil  crisis  decades  ago  came 
fuel  economy  standards  (the 
27.5-miles-per-gallon  rule  for 
cars  and  20.7  for  trucks).  Cars 
got  smaller.  Station  wagons  dis- 
appeared. Front-wheel  drive 
replaced  rear  drive  in  most  cars. 
What  happened  is  that  peo- 
ple didn't  like  the  lack  of  space  in 
the  smaller  cars,  and  front  drives  are  weak  on  towing.  Those  sport 
utilities  were  really  the  rebirth  of  the  station  wagon — roomy  and 
with  a  rear  drive  that  could  tow  a  horse  trailer  or  a  boat.  Four- 
wheel  drive  is  a  necessity  in  the  winter  if  you  have  an  icy  driveway, 
and  the  bigger  vehicles  are  safer  if  you  run  into  another  car.  For 
lots  of  folks  they  make  sense. 

I  believe  in  fuel  economy.  I  even  believe  that  Detroit  should 
work  harder  at  it  because  fuel  prices  are  going  up  and  one  day 
there  might  be  another  crisis.  But  I  know  a  few  things  about 
buyer  psychology,  too. 

It  is  very  difficult  to  make  customers  care  about  saving  the 
world's  oil.  For  that  matter,  how  much  do  the  SUV  haters  care 
about  the  world's  energy  consumption?  How  many  turn  down 
the  heat  to  65  and  wear  sweaters?  Any  sign  that  Congress  will 
knock  off  those  wasteful  subsidies  for  ethanol?  No,  they  make 
corn  farmers  feel  good. 

I  remember  that  in  1953,  when  the  rest  of  the  car  industry 
was  engaged  in  a  horsepower  war,  Chrysler  decided  to  bet  on  a 
new  round  of  small  cars.  The  singing  commercial: 
Higher  on  the  inside 
Lower  on  the  outside 
Bigger  on  the  inside 
Shorter  on  the  outside 

"We  used  every  argument  known  to  man  to  impress  on  the 
American  public  they  needed  a  smaller  car  rather  than  a  bigger 
car,"  a  Chrysler  chief  executive  said  later.  No  use.  The  cars  were 
the  company's  biggest  flop. 

So  when  will  the  SUV  boom  end?  Maybe  when  gasoline 
becomes  scarce,  or  maybe  when  everyone  wants  a  convertible 
instead.  We  will  get  better  fuel  economy  bit  by  bit,  but  not 
entirely  by  switching  to  compacts.  Chrysler  is  putting  cylinder 
cutoffs  in  its  newest  cars;  GM  will  install  some  later.  Ford  will  sell 
a  hybrid  SUV'  with  better  mileage  and  is  looking  at  a  diesel  for  its 
light  trucks.  And  someday  the  government  will  raise  fuel  stan- 
dards  a  lirde,  but  not  enough  to  nail  down  Detroit's  coffin.      F 

Jerry  Flint,  a  former  Forbes  Senior  Editor,  has  covered  the  automobile 
industry  since  1958.  Visit  his  home  page  at  www.forbes.com/flint. 
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WADE  THOMPSON  HAS  NEVER 

OWNED  AN  RV.  BUT  HE  HAS 

ASSEMBLED  THE  WORLD'S 

BIGGEST  RV  MAKER  WITH  THIS 

STRATEGY:  WHEN  HE  BUYS  YOUR 

COMPANY  YOU  BETTER  BE  READY 

TO  COMPETE-AGAINST  HIM. 

BY  JONATHAN  FAHEY 


WHEN  YOU  THINK  RECREATIONAL  VEHICLES,  MIDTOWN  MAN- 
hattan  does  not  come  to  mind.  It  does  not  have  the  parking,  or 
the  right  demographics,  for  25,000-pound  motor  homes  or  40- 
foot  travel  trailers.  Yet  this  is  where  Wade  Thompson,  63, 
chooses  to  run  Thor  Industries,  the  world's  biggest  recreational 
vehicle  manufacturer.  He's  got  a  modest  three-room  office,  dec- 
orated with  paintings  of  Airstream  trailers,  on  the  sixth  floor  of 
an  office  building  near  Grand  Central  Station.  Instead  of  spa- 
cious skies  and  amber  waves  of  grain,  Thompson  looks  out  onto 
tight  streets  and  flickering  traffic  lights.  He's  been  an  off-site 
chief  executive  ever  since  he  bought  his  first  RV  maker  in  1977, 
when  he  rented  a  one-room  apartment  with  a  single  light  and  a 
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black-and-white  TV  above  a  pizza  parlor  in  Butler,  Ohio  (pop. 
92 1 )  and  commuted  every  week  from  New  York. 

Another  oddity  about  Thompson:  He  doesn't  own  an  RV. 
Driving  a  behemoth  on  the  open  roads,  with  lawn  chairs 
strapped  to  the  back,  is  not  his  style.  He'd  rather  zip  two  hours 
north  to  his  country  home  in  Niantic,  Conn,  in  his  souped-up 
2004  Mini  Cooper,  all  143  inches  of  it. 

Thompson  has  assembled  ten  RV  companies  over  the  past 
two  decades,  propelling  Thor  to  23%  of  an  $8.5  billion  RV  mar- 
ket that  is  soon  to  explode — thank  you,  aging  baby  boomers.  But 
let  other  dealmakers  babble  about  synergies.  Thompson  hews  to 
more  primal  mantras:  competition  and  cash.  Yes,  he  brings 
economies  of  scale  to  his  companies.  But  his  acquired  companies 
are  surprisingly  autonomous.  They  are  run  separately  by  their 
original  managers  and  compete  with  Thor's  other  divisions. 
Thompson  directs  the  company  from  his  satellite  headquarters, 
really  just  he  and  an  assistant.  This  is  not  the  kind  of  conglom- 
eration you  see  at,  say,  Tyco. 

Paychecks  are  the  motivation.  The  top  managers  of  each  of 
Thor's  divisions  share  1 5%  of  the  division's  pretax  profits,  with 
no  ceiling  on  the  payouts.  Factory  workers  like 
wise  are  often  paid  for  how  many  RVs  they 
turn  out,  not  at  some  hourly  rate.  "I  want 
every  one  of  our  company  heads  to  feel  like  it 
is  their  business,  in  their  control,"  Thompson 
says.  "If  they  don't  perform,  they  don't  get  paid 
very  much.  If  they  do,  there  is  no  cap  to  what  they 
can  make." 

Last  year  six  managers  at  Thor  companies 
earned  more  than  Thompson,  who  took  in  $1.1  mil- 
lion, according  to  SEC  filings.  A  few  made  three  times 
what  Thompson  did.  "I  am  absolutely  de- 
lighted if  someone  earns  $5  million  in  a 


average  of  18%  a  year,  to  $1.6  billion  in  2003.  Earnings  have 
grown  26%  a  year,  to  $79  million  last  year.  And  new  business 
appears  strong.  The  company,  which  is  legally  based  in  Jackson 
Center,  Ohio,  recendy  announced  a  six-month  order  backlog  of 
$499  million,  up  83%  from  last  year. 

NOW  THOMPSON  IS  EXPANDING  FURTHER  INTO  THE  BIG  LEAGUES 
with  the  manufacture  of  drivable  RVs.  These  are  more  complex 
to  build  and  sell  than  the  lower-end  towable  RVs,  a  market  that 
Thor  now  dominates.  In  drivable  RVs,  Thor  will  run  head-on 
into  the  powerful  46-year-old  firm  Winnebago,  which  gets  all  its 
sales  from  drivable  RVs.  In  a  sideswipe  at  Thor,  Bruce  Hertzke, 
Winnebago's  chief  executive,  says,  "We  want  to  be  known  as  hav- 
ing the  highest  quality  and  being  the  most  profitable  company.  If 
someone  wants  to  buy  the  market,  that's  their  business."  Win- 
nebago's net  profit  margin  of  6%  bests  Thor's  5%. 

Thor  was  born  in  1980  when  Thompson  and  a  friend,  Peter 
Orthwein,  persuaded  Beatrice  Foods  to  sell  them  Airstream, 
which  was  struggling  badly,  for  $7.5  million,  all  borrowed  from 
the  seller.  ("Thor"  is  a  combination  of  the  first  two  letters  of 
Thompson  and  Orthwein,  not  the  god  of  thunder.)  It  was  an 
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Airstream  International  CCD  $53,000  sleeps  6 


Four  Winds  Mandalay  $225,000  sleeps  6 


year  at  this  company,"  Thompson  says,  "because  it  is  based  on  the 
results  of  the  operations  they  arc  running." 

Indeed.  His  31%  stake  in  Th  >r  is  worth  $515  million.  And 
shareholders  have  seen  a  450%  price  jump  since  1998,  compared 
with  an  average  170%  rise  in  other  pi  blic  RV  company  shares. 
Thor  has  never  had  an  unprofitable  •  — a  rarity  for  an  RV 
company — not  even  during  the  do>  i  ■;  in  the  late  1980s 
(though  Thompson  took  no  salary  foi  s  to  stay  in  the 

black).  Over  the  last  five  years  Thor's  u  town  at  .m 


Four  Winds  Siesta  $68,000  sleeps  4 

awful  time  for  the  RV  industry.  The  market  had  fallen  by  half  in 
1979,  a  year  of  the  gas  lines,  and  by  half  again  in  1980. 

The  speculators  bought  at  the  bottom.  Save  for  a  few  dips, 
the  RV  market  has  since  been  climbing,  with  a  5%  gain  last  year 
to  289,000  vehicles,  according  to  Statistical  Surveys  in  Grand 
Rapids,  Mich. 

It's  going  to  get  more  growth,  at  least  if  interest  rates  stay 
down.  Baby  boomers  are  creeping  into  the  RV-buying  age.  They 
can  now  borrow  over  15  or  20  years,  deducting  the  interest  if  the 
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san  is  a  second-home  mortgage.  The  SUV  boom  has  put  into 
lillions  of  driveways  vehicles  that  can  tow  huge  RVs.  Fear  of  ter- 
orism  and  foreign  diseases  and  the  expensive  euro  have  kept 
unericans  home  for  vacation. 

Sports  tailgaters,  especially  Nascar  fans,  are  coming  by  the 
arload  to  RV  dealerships.  The  fraction  of  35-to-44-year-old 
Vmericans  who  own  RVs  grew  to  9.6%  in  2001  from  6.9%  in 
997,  according  to  a  2001  University  of  Michigan  study.  Median 
ncome  of  owners:  $56,000.  Four  in  five  pull  towable  RVs  behind 
heir  cars  or  pickups.  Towables  range  from  tiny  pop-up  trailers 
:osting  as  little  as  $4,000  to  40- foot  giants  that  cost  $100,000  and 
ant  be  towed  with  anything  less  than  a  one-ton  pickup.  One  in 
ive  RV  owners  have  the  drivable  kind,  called  motor  homes  (see 
nctures).  You  can  get  them  with  plasma-screen  tele-  ^^^^^ 
.isions  and  marble  countertops — and  you  can 
ipend  up  to  $1  million. 

Since  his  childhood  in  Wellington,  New 
Zealand,  Thompson  has  wanted  two  things:  to 
ive  in  New  York  and  to  be  an  entrepreneur. 
The  New  York  fascination  started  when 


cheon),  and  they  bought  the  company.  "It  was  an  understand- 
able industry,"  Thompson  explains.  "Even  though  I  knew  noth- 
ing about  RVs,  it  was  a  deal  that  could  start  me  off  as  an  entre- 
preneur. If  I  stubbed  my  toe,  I  stubbed  my  toe.  My  family  would 
go  broke,  and  I'd  have  to  go  get  another  job." 

Three  years  later  he  and  Orthwein  bought  Airstream  and 
started  Thor.  In  one  year  they  turned  a  company  losing  $12  mil- 
lion pretax  into  one  making  $1  million  profit.  They  did  not  fire 
any  workers,  and  they  improved  quality,  which  reduced  warranty 
costs.  And  they  were  lucky  with  their  timing.  The  industry  stead- 
ied in  1981  and  really  started  to  rebound  in  1982. 

The  RV  industry  was — and  remains — as  fragmented  as  the 
auto  industry  had  been  before  the  Depression.  There  are  75  com- 
panies selling  hundreds 
of  brands.  The  barriers  to 
entry  are  low.  You  buy  the 
complex  parts,  like  chassis, 
engines  and  transmissions. 
You  then  hire  carpenters, 
plumbers  and  electricians  to 
build  a  small  house  on  the  chas- 


Road  Warriors 

Thor  rules  the  road  when  it  comes  to  lower- 
end,  towable  RVs,  but  it  is  trying  hard  to 
gain  on  Winnebago,  Fleetwood  and  Monaco 
in  the  upscale,  motorized  RV  market. 


[eystone  Montana  $43,000  sleeps  6 


Towable  RV  Market  Share 

(through  11/03) 

OTHERS 

31% 


I 1 


Dutchmen  Tab  $11,000  sleeps  2 


Motorized  RV  Market  Share 

(through  11/03) 


R  EETW  100 

100/ 


MONACO 

13% 


Source:  Statistical  Surveys. 

Thompson 

was  9  and  his  parents  bought  two  encyclopedias.  He  ran  across 
pictures  of  Manhattan  skyscrapers  and  was  rapt.  He  went  to 
business  school  at  New  York  University  and  settled  in  Mew  York 
for  good  in  1967. 

He  was  working  in  corporate  development  for  a  small  con- 
glomerate in  the  late  1970s  when  he  discovered  a  company  with 
"a  very  tidy  balance  sheet"  that  happened  to  be  an  RV  maker.  He 
called  his  friend  Orthwein  (whom  he  had  met  at  a  busine 


sis.  You  don't  need  a  huge  factory  to  do  this. 
Thomson  kept  buying  RV  makers,  typically 
paying  five  to  six  times  pretax  income  for  outfits 
with  sales  between  $30  million  and  $400  million. 
Bulk  buying  of  parts  reduces  each  division's  material 
cost  (about  60%  of  the  cost  of  an  RV)  by  up  to  4%. 
"We're  assemblers,  but  we're  buying  basic  products  off 
the  shelf,"  says  Thompson.  "There  are  only  two  refrigera- 
tor makers.  There  are  only  two  stove  manufacturers.  The 
key  is  to  distinguish  the  product  by  its  selling  features." 

How  best  to  do  that?  Keep  each  division's  sales,  manu- 
facturing, and  research  and  development  operations  sepa- 
rate. By  competing  with  one  another,  they  create  and  build 
vehicles  with  different  attributes  and  character.  Armed  with  dis- 
tinct brands,  Thor  can  sell  more  to  several  dealers  in  the  same 
market  without  cannibalizing  sales  or  angering  dealers.  If  a  divi- 
sion comes  up  with  a  hit,  it  makes  the  money.  There  is  no  shar- 
ing with  sister  divisions. 

If  this  formula  sounds  familiar,  that  is  because  it's  how  Gen- 
eral Motors  used  to  do  business.  It  works  great — when  you  own 
the  market.  But  it's  an  expensive  way  to  operate,  and  if  low-cost 
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manufacturing  arrives — watch  out.  Ask  GM. 

Thompson's  biggest  acquisition,  the  $151 
million  purchase  of  Keystone  RV  completed 
in  2001,  proved  Thompson's  concept  on  a 
large  scale. 

Each  of  Keystone's  14  brands  has  its  own 
plants  and  managers  who  make  the  decisions 
for  their  brands.  "I  tell  the  guys,  'If  you  want 
to  make  pink  units,  go  right  ahead,' "  says  Ex- 
ecutive Vice  President  William  Fenech. "  'But 
then  you'll  have  to  sell  pink  units.'" 

It's  the  same  on  the  factory  floor.  Work- 
ers in  many  of  Thor's  plants  are  paid  not  by 
the  hour,  but  by  how  many  RVs  they  get  out 
the  door  each  day.  The  plants  earn  a  fixed 
percentage  of  sales,  a  labor  rate  Thor  won't 
reveal.  Each  group  along  the  line — plumb- 
ing, electrical,  cabinetmaking,  final  finish- 
ing—makes a  percentage  of  that  pool.  It's 
up  to  the  workers  and  each  group's  floor 
leader  to  weed  oul  slow  oi  sloppy  workers, 
figure  out  faster  ways  oi  hings  or  ways  to  cut  head     ' 

count.  If  the  plumbers,  sa  how  to  build  25  units  a  day 

with  one  less  worker,  the)  the  pool. 

KF.YSTONE  PRESIDENT  RON  A  vI  S  BROTHER) 

says  group  leaders  can  make  $  .  )rkers  can 

make  $50,000.  "The  more  mon  er  ,t  j}  for 
US,    he  says,  sounding  exactly  lik 

Keystone  saved  $10  million  i  ,st 
year  after  acquisition.  Its  growth,  n  the 
largei  company, has  accelerated  Keys  .s|isl 
year  and  will  add  2  more  this  year,  foi  i  back- 
office  organization  lias  helped  Keystone  boost  trug- 


Escape  Plan 

Damon's  Escaper  LX  400  rivals  your 
first  home— in  amenities  and  price  tag 


Price:  $245,000 

Length:  40'  10" 

Width:  8'  5" 

Height:  12'  6" 

Sleeps:  4 

Four  push-button  slide-outs  increase 
square  footage  to  400  from  325 

Holds  130  gallons  of  fresh  water; 
100  gallons  of  diesel  fuel 

Bigger  engine  than  most  semis 

Tile  floors;  Corian  countertops 

Stainless  steel  appliances 

Queen-size  bed;  sofa  bed  in  living  room 

Flat-panel  TVs  in  bedroom,  living  room 

Outside  entertainment  center  with 
awnings,  gas  grill,  fl  ' 
TV,  stereo 

Source:  Damon  RV. 


gling  quality  and  service  oper- 
ation and  spare-parts  distribu- 
tion. "Small  companies  can 
turn  on  a  dime.  Big  companies 
have  great  quality  and  great 
back-end  operations  like  ser- 
|  vice,"  says  Ronald  Fenech. 
"We've  now  got  both." 

Keystone  is  now  the  coun- 
try's biggest  maker  of  towable 
RVs,  with  18.2%  of  the  market 
last  year,  up  from  16.4%  in. 
2002.  It's  not  afraid  to  exercise 
bragging  rights.  "We've  been 
the  best  thing  at  Thor,"  claims 
Keystone  founder  and  now 
Thor  director  H.  Coleman 
Davis.  "Some  of  their  brands 
were  getting  complacent,  and 
we  came  in  and  raised  the 
bar."    About    a    corporate 
brother  with  which  it  competes  most 
directly,  Dutchmen  Manufacturing,  William 
Fenech  says:  "We  want  to  win  and  win  big. 
We  want  to  kill  'em." 

Dealers  say  Thor's  company-within-a- 
company  structure  makes  it  responsive  to 
customer  wishes.  A  suddenly  popular  floor 
plan  or  storage  compartment,  for  example, 
can  be  added  quickly  to  a  design.  "They 
don't  have  to  go  up  this  giant  chain  of  com- 
mand to  get  something  done,"  says  Michael 
Burnside,  an  owner  of  a  pair  of  northern 
Michigan  dealerships,  who  left  a  Thor  rival, 
Coachmen,  after  1 7  years. 

Of  course  sometimes  the  local  guy  doesn't 
have  all  the  answers.  Thompson  wanted  Thor's 
Four  Winds  brand 
of  motor  homes  to 
start  building  big, 
expensive  diesel 
.  ~~Wr  buses  when  he  saw 
the  market  for 
diesels  heat  up  a 
few  years  ago.  Four  Winds'  president,  Jeffery  Kime,  balked.  The  seg- 
ment kept  growing,  and  Kime  finally  got  into  the  game  with  a  new 
diesel  motor  home,  a  $225,000, 40-foot  whale  allied  Mandalay.  Kime 
now  sheepishly  says  he  expects  diesels  will  be  the  fastest-growing 
part  of  his  business  this  year. 

Thompson  does  put  his  foot  down  when  it  comes  to  the 
finances.  He  makes  all  capital  expenditure  decisions  and  sends 
auditors  to  each  division  several  times  a  year.  Thompson's 
favorite  tool — one  he  talks  about  with  singular  reverence — is  a 
sheet  of  paper  thai  he  receives  from  each  division  every  day  by 
9:30  in  the  morning.  On  it  are  compiled  dozens  of  financial  met- 
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THE  2004  AVALON.  With  such  sumptuous  amenities  and  spacious  accommodations,  you'll  wonder  why  you  waited  so  long 


Avalon  XLS  shown  with  available  power  moonroof  and  Premium  Luxury  Pack 
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rics,  like  cash  position,  production,  orders,  head  count,  and, 
most  important,  retail  sales  and  wholesale  shipments.  At  the  first 
hint  of  an  imbalance,  he  is  on  the  phone.  When  the  Thor  Cali- 
fornia division  started  to  slump  last  year,  Thompson  sent  Davis 
to  Moreno  Valley,  Calif,  to  overhaul  the  operations  well  before 
the  division  became  unprofitable. 

Thompson  is  obsessive  about  the  quality  of  his  balance 
sheet — Thor  is  debt  free,  which  allows  it  to  acquire  companies 
when  the  time  is  right  for  Thor,  without  overleveraging.  As  a 
buyer  Thompson  has  earned  a  reputation  for  being  a  tough  and 
patient  bargainer.  He  waited  eight  years  to  complete  his  most 
recent  acquisition,  last  September's  purchase  of  Damon,  a  maker 
of  big  motor  homes  costing  $60,000  and  up.  The  $43  million 
price  came  to  5.5  times  income  before  interest  and  taxes. 
"Damon  probably  could  have  gotten  a  better  price,"  says  Orth- 
wein,  who  works  as  Trior's  vice  chairman  in  Greenwich,  Conn. 


WITH  THE  DAMON  ACQUISITION  THOMPSON  WILL  TRY  TO  APPLY  ! 
his  separate-brand  concept  to  big,  complicated  motor  homes.  It 
won't  be  so  easy.  Big  motor  homes  require  more  engineering-in- 
tense parts  like  wrap-around  windshields  and  driver  cockpits  that ' 
can't  be  bought  off  the  shelf.  Competitors  shave  costs  and  boost 
margins  doing  what  for  Thor  would  be  unthinkable — sharing  en- 
gineering, development  and  manufacturing.  The  deal  has  forced  a 
shift  in  the  way  Thor  does  business.  For  the  first  time  Thompson 
is  forcing  brand  presidents  to  share  some  basic  information,  like 
how  they  have  learned  to  improve  quality  or  manufacture  cheaply. 
He  also  plans  to  find  new  ways  to  cut  purchasing  costs. 

Thompson  gets  visibly  riled  when  he  talks  about  the  spate 
of  recent  corporate  scandals.  He's  long  been  a  shareholders' 
rights  champion.  He  and  Orthwein  have  refused  to  take 
restricted  stock  options.  He  keeps  Thor's  headquarters  as  lean 
as  it  was  when  the  company  was  struggling  to  keep  Airstream 
rolling.  The  contact  information  on  Thor's 
financial  press  releases  is  simply  "Wade 
Thompson  and  Peter  Orthwein,"  along 
with  their  direct  phone  numbers.  The  art 
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Baby  boomers,  sports  fans  and  great  American 
roads  are  igniting  RV  sales. 
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and  has  an  $80  million  sta  giving  them  purchasing 

power  and  the  resources  to  li\        plants." 

No  argument  from   Da  former  <  Donald 

Pletcher.  "I  was  at  a  disadvanta  wanted  to  go  out  a 

certain  way,  and  Wade  was  sharp  enough       ensethat,"  Pletcher 
says.  "He  was  very,  very  careful  not  In  return 

Pletcher  was  able  to  keep  his  managem<  busi- 

ness— and  making  at  least  as  much  mono  a 
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on  the  walls  of  his  office,  portraits  of 
Airstream  trailers  by  the  painter  John 
Baeder,  is  all  personally  owned,  he  takes 
care  to  note. 

Thor  has  no  public  relations  depart- 
ment, and  Thompson  uses  no  outside 
agency.  He  hired  one  several  years 
ago;  the  relationship  lasted  60  days. 
He  refuses  to  use  investment  bankers. 
"Peter  and  I  know  how  to  read  finan- 
cial statements,"  he  sniffs. 
Which  is  what  he  is  doing  these  days,  as  always.  "There  are 
75  companies  out  there,  and  the  top  6  have  70%  of  the  indus- 
try," he  says.  "That  leaves  30%  of  the  industry  still  out  there. 
We've  got  a  couple  of  prospects  on  my  desk  right  now." 

Maybe  the  biggest  news  about  Thor  is  this:  Thompson  plans 

to  go  out  West  this  summer  with  Angela,  his  wife  of  37  years,  to 

ie  Rockies  and  the  Grand  Canyon — in  an  Airstream.        F 
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1 804,  Toledo  and  Northwest  Ohio  were  little  more  than  outposts 
America's  western  frontier.  In  2004,  Toledo  and  Northwest  Ohio 
e  helping  develop  America's  technology  frontier. 


his  11-county  area  has  built  a  high- 
tech,  high-performance  economy 
on  a  foundation  of  innovation,  hard 
rk  and  geographic  location.  During  the 
th  century,  life-changing  developments 
rfected  in  this  area  included  the  auto- 
tic  glass  bottle  blowing  machine 
wens-Illinois,  Inc.),  machine-made  flat 
ss  (Libbey-Owens-Ford  Glass  Compa- 
now  Pilkington  North  America),  the 
th  of  the  sports-utility  vehicle  (Jeep, 
w  a  division  of  DaimlerChrysler)  and  a 
)mising  commercialization  approach  for 
lar  energy  (First  Solar,  Inc.). 
n  the  21st  century,  the  area's  technol- 
y  pipeline  continues  to  flow  with  new 
>as  and  applications.  A  snapshot  of 
tivity  in  2003  and  so  far  in  2004  includes 
but  is  not  limited  to  —  research  into 
ernative  energy  sources,  fuel  cells, 
drogen  production  and  plasma  display 
nels;  creation  of  a  technology  initiative 
advance  incubation  and  commercializa- 
)n  of  promising  entrepreneurial  ven- 


tures; construction  of  a  multimillion-dollar 
state-of-the-art  automotive  technology 
center;  and  approval  of  a  record-setting 
labor  agreement. 

Companies  are  expanding  in  and 
relocating  to  Northwest  Ohio  because  they 
know  the  region  is  one  of  North 
America's  most  advanced 
industrial/manufacturing 
sectors.  The  region  has 
what  companies  need:  an 
outstanding  and  diverse 
workforce,  ideal  location  in 
the  heart  of  the  U.S.  trade 
corridor,  available  sites  with 
infrastructure  in  place, 
highly  developed  multi- 
modal transportation  assets 
and  high-tech  support  initia- 
tives aimed  at  providing 
financing  and  commercial- 
ization opportunities. 

The  dynamic  evolution 
of  Northwest  Ohio's  high- 


tech,  high-performance  economy  is  being 
advanced  to  even  greater  levels  of 
accomplishment  through  the  coordinated 
efforts  of  the  Regional  Growth  Partner- 
ship (RGP).  The  RGP  is  a  public/private 
nonprofit  development  corporation  dedi- 
cated to  fostering  economic  growth  and 
business  in  the  area. 

RGP  works  in  concert  with  the  North- 
west Ohio  Regional  Economic  Develop- 
ment Association  (NORED)  to  facilitate 
development  and  technology  projects. 
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LOCATION!  LOCATION!  LOCATION! 

Nearly  half  of  the  U.S.  and  Canadian  industrial  markets 
can  be  reached  within  a  day's  drive  of  Northwest  Ohio. 
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THE  UNIVERSITY  OF  TOLEDO 

"An  economically  vibrant  city  and  regional 
economy  cannot  exist  without  a  strong  univer- 
sity." —  Dr.  Dan  Johnson 

The  University  of  Toledo  proudly  embraces 
its  role  in  the  economy  of  Northwest  Ohio  with 
a  mission  to  strive  for  excellence  in  service  to 
all  constituents,  and  a  commitment  to  the  intel- 
lectual, cultural  and  economic  development  of 
our  community. 

As  a  partner  in  research  and  an  intellectual 
resource,  we  empower  the  region's  business 
and  industry  to  excel  in  an  ever-increasing 
competitive  landscape.  Through  our  commit- 
ment to  entrepreneurship,  we  are  encouraging 
the  growth  of  new  ventures  to  capitalize  on  the 
region's  strengths  in  alternative  energy,  trans- 
portation, manufacturing,  healthcare  and  other 
fields.  And  perhaps  most  importantly,  together 
with  our  colleagues  in  the  business  community, 
we  are  serving  as  a  catalyst  for  progress  in  the 
knowledge-based  economy. 

The  University  of  Toledo  is  dedicate.]  to  edu- 
cating the  leaders  of  tomorroi  I  acting 
real,  positive  progress  today. 


PTHE  UNIVERSITY  OF 
TOLEDO 
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Almost  half  of  the  U.S.  and  Canadian 
industrial  markets  can  be  reached 
in  a  day's  drive  from  the  11-county 
NORED  region. 

The  newest  tool  in  the  area's  eco- 
nomic development  toolbox  is  RGP's  incu- 
bation and  commercialization  initiative. 
This  start-up  technology  push  involves  an 
$800,000  grant  from  the  State  of  Ohio, 
matched  by  the  community. 

The  incubation  and  commercialization 
program  links  technology  start-up  com- 
panies to  resources  at  area  universities, 
federal  research  labs,  corporations  and 
economic  development  groups.  The  goal 
is  to  gather  resources  that  start-up  com- 
panies need  to  prosper  and  become  com- 
mercialized ventures  that  will  remain  in 
the  area,  provide  jobs,  pay  taxes  and 
attract  other  businesses.  In  the  City  of 
Toledo,  start-up  technology  companies 
also  can  take  advantage  of  the  SBA- 
Toledo  Initiative  Program  to  acquire  the 
capital  needed  to  get  up  and  running. 

As  these  start-up  companies  come  on- 
stream,  they  are  joining  already  develop- 
ing companies,  such  as  Imaging  System 
Technology  (1ST),  to  keep  the  technology 
pipeline  flowing.  1ST  has  developed  and 
is  moving  toward  commercialization  of 
cheaper,  more  durable  plasma-based, 
flat-panel  displays  for  automobiles,  air- 
plane cockpits  and  military  equipment,  as 
well  as  high-definition  television  and 
medical  applications. 

A  highly  educated  and  trained  work- 
force is  the  major  key  to  the  area's  high- 
tech,  high-performance  economy.  Six 
state-supported  colleges  and  universi- 
ties in  the  region  are  training  increasing 
nbers  of  graduates  in  technology 
as    from    Ph.D. -level    theoretical 
h,   such  as  the  University  of 
lenter  for  Photovoltaic  Elec- 
and   Hydrogen,   to   certificate 
programs  that  teach  practical  application 
of  existing  technologies. 

Additionally,  apprenticeship  programs 


ASSOCIATED  GENERAL 
CONTRACTORS 

Recognizing  that  a  productive  labor  force 
one  of  the  greatest  strengths  of  our  region,  tH 
Associated  General  Contractors  of  Northwe 
Ohio  strives  to  promote  skill,  integrity  ar 
responsibility  in  the  construction  industry. 

Members  of  the  Associated  Gener 
Contractors  understand  that  a  strong  labor  c 
mate  and  a  well-trained  workforce  are  keys 
Northwest  Ohio's  success.  That  is  why  the  A( 
fosters  and  promotes  healthy  labor  relatio 
while  encouraging  economy  and  efficiency 
construction  in  a  14-county  region. 

In  addition,  the  Associated  Genei 
Contractors  promotes  safe  construction  oper 
tions  for  the  protection  of  workers  and  the  pu 
lie,  which  also  helps  to  reduce  costs  and  ensi 
a  more  efficient  industry. 

The  Associated  General  Contractors  is 
strong  supporter  of  economic  developme 
efforts  in  Northwest  Ohio  and  works  vigorou: 
with  its  members  in  striving  toward  a  standc 
of  excellence  to  strengthen  our  organizati 
and  the  community. 


ASSOCIATED  GENERAL  CONTRAC 
OF  NORTHWEST  OHIO,  INC. 


NORTHWEST  OHIO  REGIONAL 
ECONOMIC  DEVELOPMENT 

Representing  11  counties,  Northwest  Ohio 
jional  Economic  Development  Association 
pRED)  has  become  a  dominant  global  player, 
ciently  working  together  as  a  powerful 
ance  to  facilitate  economic  development 
jects  in  the  region. 

n  partnership  with  the  State  of  Ohio 
/ernor's  Regional  Office,  the  Ohio  Department 

Development  and  the  Regional  Growth 
tnership,  NORED  has  succeeded  in  attracting 
number  of  multinational  corporations  to 
rthwest  Ohio,  including  Campbell  Soup, 
)per  Tire,  Northstar  Steel,  Lear  Corporation, 

Heinz  Company  and  Sauder  Woodworking. 

The  11-county  region  has  a  highly  skilled, 
erse  and  motivated  workforce  with  the  nec- 
ary  skills  to  help  businesses  compete  in  the 
bal  marketplace.  Almost  half  of  the  U.S.  and 
ladien  industrial  markets  are  within  a  day's 
/e  of  Northwest  Ohio.  With  a  full  line  of  trans- 
lation modes,  Northwest  Ohio  serves  as  a 
bal  platform  for  doing  business  anywhere  in 
world. 

The  wonderful  assets  of  Northwest  Ohio 
/e  made  this  region  one  of  the  most  attrac- 
locations  for  business  expansion.  Call  us  to 
J  out  what  many  have  already  discovered. 

)RED  |  419-252-2700  |  419-252-2724 
.  ww.NORED.org 
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are  helping  to  build  on  the  area's  already 
skilled  and  talented  workforce.  These 
men  and  women,  along  with  members  of 
the  Associated  General  Contractors  of 
Northwest  Ohio,  are  building  the  plants, 
businesses  and  infrastructure  that  power 
the  area's  economy. 

Along  with  its  educational  mission,  the 
University  of  Toledo  (UT)  is  developing  an 
enterprise  plan  to  create  the  Toledo  Sci- 
ence, Research  and  Technology  Corridor. 
The  concept  is  to  link  existing  technology 
research  at  UT,  the  Medical  College  of 
Ohio  and  Bowling  Green  State  University 
with  the  training  flexibility  at  institutions 
such  as  Owens  Community  College,  as 
well  as  the  commercialization  expertise 
of  private  enterprises.  Partnerships  will  be 

COMPRNI6S  AR€ 
GCPRNDING  IN  AND 

R6LOCRTING  TO 

NORTHWEST  OHIO 
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IS  RN  RDVRNC6D 

INDUSTRIAL/ 

MRNUFRCTURING 
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established  to  create  synergy  and  capi- 
talize on  common  expertise. 

While  planning  on  the  Technology  Cor- 
ridor progresses,  so  does  work  on  current 
research  and  commercialization  projects 
at  the  universities.  For  example,  the  pre- 
viously mentioned  Center  for  Photovoltaic 
Electricity  and  Hydrogen  at  UT  is  working 
to  develop  systems  that  convert  solar 
energy  into  nonpolluting  electricity  and 
into  hydrogen  for  fuel  cells.  The  university- 
sponsored  center  licenses  its  technology 
to  Midwest  Optoelectronics,  LLC,  a 
Toledo  start-up  venture  that  will  com- 
mercialize the  center's  technology. 

Medical  College  of  Ohio's  existing 
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REGIONAL  GROWTH  PARTNERSHIP 

Building  a  High- Performance  Economy 


REGIONAL  GROWTH  PARTNERSHIP 

The  Toledo  and  Northwest  Ohio  region  is  com- 
mitted to  elevating  the  area's  technology  through 
new  investment  by  international,  national  and 
local  firms.  The  newest  initiative  to  push  technol- 
ogy to  the  forefront  is  a  comprehensive  program 
to  develop  our  local  technology  resources. 

This  unique,  progressive  initiative  will  allow 
start-up  companies  to  jump-start  their  businesses 
by  tapping  into  the  community's  many  resources 
—  with  the  end  result  being  more  high-paying 
jobs  for  our  region. 

These  resources  include  strong  support  from 
the  area's  local  colleges,  such  as  the  University  of 
Toledo,  Bowling  Green  State  University,  the 
Medical  College  of  Ohio  and  Owens  Community 
College.  In  addition,  the  Toledo  Area  Chamber  of 
Commerce  will  offer  training  and  assistance  to 
companies  through  its  Small  Business 
Development  Centers.  Also,  the  Edison  Industrial 
Systems  Center,  a  technology  resource  coalition, 
will  provide  product  innovation  and  research  for 
marketing  and  business  assistance. 

The  goal  of  this  initiative  is  taking  new  technol- 
ogy and  getting  into  the  marketplace.  With  the 
cooperation  of  the  business  community,  the 
entrepreneurial  spirit  in  Toledo  and  Northwest 
Ohio  will  lift  our  region  to  new  heights  in  building 
a  high-tech,  high-performance  economy. 


Regional  Growth  Partnership 

300  Madison  Ave.,  Suite  270 

Toledo.  Ohio  43604 

Phone:  (419)  252-2700  |  Fax:  (419)  252-2724 

www.rgp.org 


DEFIANCE  COUNTY 
ECONOMIC  DEVELOPMENT 

Defiance  County  is  the  place  to  do  business. 
Automotive,  technology  and  logistics  companies 
seeking  a  new  location  are  drawn  to  Defiance 
County's  Enterprise  Industrial  Park,  a  700-acre 
park  zoned  for  manufacturing,  which  provides 
industrial  and  commercial  businesses  with  dual 
rail,  highway  access  to  U.S.  Route  24  and  water 
resources  from  the  Maumee  River,  the  largest  trib- 
utary of  Lake  Erie.  Three  million  gallons  per  day  of 
excess  water  capacity  are  available  for  industrial 
use  throughout  the  City  of  Defiance. 

U.S.  Route  24,  a  major  highway  that  runs 
through  Defiance  County  to  Toledo  and  Fort 
Wayne,  Indiana,  will  be  expanded  into  a  four-lane 
expressway  starting  in  2006.  Defiance  County  also 
provides  easy  access  to  Interstate  75  and 
Interstate  80/90.  Many  other  highways  are  acces- 
sible in  Defiance  County  as  well.  In  fact,  products 
can  be  shipped  overnight  to  more  than  half  of 
North  America's  population. 

General  Motors  Corporation,  Defiance  County's 
largest  employer,  is  investing  S58.4  million  in 
machinery  and  equipment  at  its  Defence  County 
facility  in  2003.  Also,  Parker  Hannifii ,  a     -iraultcs 
manufacturer,  recently  invested  $10  milln 
Defiance  County  facility  Indu 
cial  firms  located  here  believe  Defianci 
the  place  to  do  business,  and  yuu  wil 
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Economic  Development 
of  Defiance  County 
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Technology  Park  in  South  Toledo  continues 
to  grow.  Once  again,  the  City  of  Toledo 
showed  its  willingness  to  help  technology- 
related  businesses  by  combining  with  the 
State  of  Ohio  to  extend  public  infrastruc- 
ture to  the  area.  The  MCO Technology  Park 
already  is  home  to  Gene  Express,  a  leader 
in  the  biomedical  field  of  standardized 
gene  expression  analysis  and  the  diag- 
nostic testing  of  gene  activity. 

Existing  business  and  technology  start- 
ups in  the  Toledo  area  are  benefiting  from 
Buckeye  TeleSystems'  investment  in 
high-quality  voice,  data  and  video  ser- 
vices. The  local  firm  provides  a  fiber- 
based  service  network  to  800  commer- 
cial accounts  and  has  wired  more  than 
900  buildings  to  use  Buckeye  Telesys- 
tems' local  and  long-distance  telephone 
service,  Internet  access  and  distance- 
learning  network. 

Meanwhile,  the  region  has  a  highly 
developed  transportation  infrastructure, 
including  the  crossroads  of  two  of  Amer- 
ica's most  heavily  traveled  Interstate 
highways,  I-80/90  (the  OhioTumpike)  and 
I-75,  as  well  as  heavily  used  air,  rail  and 
water  facilities,  which  are  operated  by 
the  Toledo-Lucas  County  Port  Authority. 

These  transportation  amenities  and  the 
area's  proximity  to  major  domestic  and 
transplant  automakers,  teamed  with 
available  land  and  financing  options,  con- 
vinced a  major  Tier  One  auto  supplier  to 
come  home.  The  result:  450  high-paying 
technical  jobs. 

Dana  Corporation  could  have  located 
its  new  Automobile  Systems  Group  Tech- 
nology Center  anywhere.  However,  the 
Toledo-based  company  chose  to  central- 
ize activities  in  Maumee,  a  Toledo 
suburb.  Researchers  at  the  $45  million 
Dana  Technology  Center,  opening  in  April, 
will  rely  on  innovation  and  technology  to 

roduce  designs  for  advanced  drive- 

tural  components  and  chas- 

ell  as  manufacturing  and  assem- 

vorldwide  automakers. 


CITY  OF  TOLEDO 

The  recent  growth  and  development  in 
City  of  Toledo  can  best  be  described  as  a  st 
of  success. 

A  business-friendly  community,  Toledo  offer! 
strategic  location,  a  quality  workforce  and  a 
range  of  economic  development  programs.  M 
and  more,  companies  are  taking  advantage 
these  assets,  making  our  city  one  of  the  rrl 
attractive  places  for  plant  locations. 

Toledo   is   proud   of  its  trained   and   e 
cated  workforce,  and  recently  signed  one 
the  most  innovative  labor  contracts  ever 
DaimlerChrysler's  Jeep  Plant,  an  agreement 
will  bring  more  than  $2  billion  in  local  investme 

Located  on  the  banks  of  the  Maumee  River 
Lake  Erie,  Toledo  features  a  beautiful  waterf 
with  a  downtown  area  in  the  midst  of  resurgei 
Anchored  by  a  host  of  major  corporate  headq 
ters,  downtown  Toledo  also  includes  the  wi 
famous  Mud  Hens  baseball  team,  which  plays 
new  stadium  before  packed  crowds. 

Along  the  river,  the  city  is  moving  forward 
plans  for  a  $330  million  entertainment,  shop 
and  housing  project,  sure  to  be  an  exciting  £ 
tion  to  Toledo. 

We  invite  you  to  discover  more  about  \  j 
makes  Toledo  a  great  place  to  live,  work  and  c 
your  business. 


* 


I 


mes  H.  Hartung 
esident 


TOLEDO-LUCAS  COUNTY 
PORT  AUTHORITY 

j  aur  lines.  No  waiting. 

/ith  every  line  of  transportation  at  your  ser- 

,  Toledo  is  the  perfect  connecting  point  for 

pie  and  businesses  from  around  the  world. 

|i  its  stellar  transportation  assets  and  inno- 

j/e  business  finance  programs,  the  Toledo- 

n  as  County  Port  Authority  is  a  world  leader  in 

transportation  industry. 

=  he  Toledo-Lucas  County  Port  Authority  is 
rdinating  air,  sea,  rail  and  highway  trans- 
ation  for  the  safe,  cost-effective  trans- 
it ation  of  everything  from  steel  coils  to  auto 
es  to  computers  to  corn.  In  Toledo,  trans- 
ation  is  our  business. 

ur  business  finance  programs  offer  credit- 
yjthy  businesses  the  opportunity  to  finance 
(j  struction  and  equipment  purchases  at  very 
,cirable  interest  rates  through  the   Fixed 

rest  Rate  Bond  program  and  standalone 

d  issues. 

i/hen  you  want  to  get  there  quickly,  safely 
effectively,  go  VIA  TOLEDO  —  Ohio's  world 
sportation  center. 


TOLEDO-LUCAS  COUNTY 
PORT  AUTHORITY 


A  catalyst  for  future 
growth  of  the  area's  high-per- 
formance economy  arrived  in 
December.  Union  workers  at 
Toledo's  Chrysler  Division 
Jeep  plants  voted  in  favor  of 
an  extraordinary  eight-year 
contract  that  provides  Daim- 
lerChrysler  and  its  suppliers 
with  unprecedented  flexibili- 
ty in  utilizing  an  existing, 
trained  labor  force. 

This  bold  step  by  Jeep 
and  the  United  Autowork- 
ers  ensures  continuing 
employment  and  opens 
additional  opportunities 
for  component  assem- 
blers and  their  suppliers 
in  the  Toledo  area. 

Partnerships  between  the  company, 
union,  governments  and  suppliers  to 
develop  alternative,  flexible  operating 
approaches  for  future  products  is 
expected  to  result  in  more  than  $2  bil- 
lion in  investment  for  the  Toledo  opera- 
tions. It  was  just  three  years  ago  that 
Toledo  Jeep  opened  the  doors  for  a  new 
state-of-the-art  $1.2  billion  facility  to  pro- 
duce the  Liberty  sport  utility  vehicle. 

Auto  supply,  technology  and  logistics 
companies  continue  to  be  attracted  to 
Northwest  Ohio  locations,  including 
Defiance  County,  where  General 
Motors  invested  $58.4  million  in  its 
Defiance  PowerTrain  plant  in  2003. 

As  a  new  century  dawns,  Toledo  and 
Northwest  Ohio's  technology  pipeline 
continues  to  fuel  the  area's  high-tech, 
high-performance  economy,  and  steps 
have  been  taken  to  ensure  the  flow 
endures.  In  the  final  analysis,  it  is  the 
area's  unique  location,  the  people  who 
form  its  highly  educated  and  trained 
workforce  and  the  visionaries  who 
develop  the  products  that  make  the  dif- 
ference. And  the  greatest  of  these 
assets  is  Northwest  Ohio's  people. 
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NORTHWEST  OHIO  =  EDUCATED  WORKFORCE 

The  Toledo  region  ranks  No.  1  among  selected  Midwest  cities 
for  number  of  college  students  with  131,400.  It  also  ranks  seventh 
nationally  in  college  student-to-population  ratio. 


Based  on  full-time  equivalency  of  college  students  in  a  50-mile  radius  for 
selected  Midwestern  cities  with  populations  greater  than  200,000 

Source:  National  Center  for  Education  Statistics 


Come  home  and  discover  Toledo  and 
Northwest  Ohio  for  the  first  time  ... 
or  once  again.  ■ 


YOU  CAN  TELL  THE  QUALITY 
OF  OUR  COMPANY 

BY  THE  COMPANIES  WE  KEEP 


The  University  ofToledo 

Hickory  Farms  Inc. 

Promedica  Health  System 

Art  Iron  Inc. 

Hylant  Group 

Honeybaked  Foods 

Owens  Community  College 

Findley  Davies 

Betco  Corporation 

Bostwick-Braun  Company 


.Buckeye, 


TeleSystem" 

Beyond  A  Phone  Company™ 


SAS,  the  leader  in  business  intelligence  software,  challenges.. 


/ 


achieve  corporate  compliance  now. 
Or  watch  investor  confidence  shatter. 


Jim  Goodnight,  SAS  President  and  CEO 


ENTERPRISE  INTELLIGENCE 


SUPPLIER   INTELLIGENCE 


ORGANIZATIONAL  INTELLIGENCE 


CUSTOMER  INTELLIGENCE 


INTELLIGENCE 


Your  Sarbanes-Oxley  compliance  deadlines  draw  nearer  every  day.  SAS"  Corporate  Complianc 
software  provides  a  complete  infrastructure  to  inventory,  monitor,  audit  and  authenticate  yoi 
disclosure  controls  and  procedures.  So  you  can  achieve  compliance  with  regulation 
including  Section  404,  while  protecting  your  reputation  and  shareholder  value.  SAS  empowe 
you  to  deliver  accurate,  timely  financial  statements  that  minimize  risk.  Prepare  now  for  any  ne 
regulations.  And  focus  your  time  on  managing  your  business.  To  find  out  more,  give  us  a  a 
toll  free  1  866  270  5729  or  visit  our  Web  site. 


www.sas.com/compliance 


The  Power  to  Know, 


j,sas 


SAS  and  all  other  SAS  Institute  lite  (><....< 
Other  brand  and  p<  i 


■  .tder.iarks  ol  SAS  institute  Inc  in  the  USA  and  other  countries.  ®  indicates  USA  registration 
impantes.  ©  2004  SAS  Institute  Inc  All  rights  reserved.  269239US.0304 
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THE  WEB 


I  OST  PEOPLE  TEND  TO  MANAGE  THEIR  LIFE  AND 
business  on  a  healthy  diet  of  trial  and  error.  Not 
Lynn  Reedy.  48,  Ebay's  senior  vice  president  for 
software  development.  She  tends  to  see  everyday 
tasks  as  sets  of  discrete  variables,  each  in  need  of 
Itudy,  quantification  and  improvement.  Two  years  ago,  in  prepa- 
lation  for  a  ski  trip  to  Squaw  Valley,  Calif.,  Reedy's  husband, 
Cevin,  bought  a  watch  that  measures  altitude  changes.  To  her 


cd 


spouse's  chagrin,  Reedy  became  obsessed  with  the  data  the 
watch  was  providing.  If  they  didn't  drop  at  least  30,000  feet  per 
day,  she  would  write  the  day  off  as  a  failure.  To  Kevin's  glee,  the 
watch  broke  near  the  end  of  the  season. 

That  mania  for  measurement  suits  Reedy  well  for  her  job. 
People  think  of  Ebay  as  an  auction  site,  and  it  is;  but  at  heart  it  is 
nothing  more  than  a  honking  piece  of  software,  one  of  the  most 
complicated  applications  ever  created.  Ebay's  dozens  of  data- 
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Control  Freak 

Ebay's  technology  was  nearly  its  biggest  roadblock. 
Lynn  Reedy  made  it  the  company's  greatest  asset  by  victoria  murphy 
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bases  and  thousands  of  servers  supply  720 
million  page  views  daily,  and  visitor  traf- 
fic can  spike  130%  without  warning.  Last 
year  $24  billion  of  goods  changed  hands, 
a  number  that  should  rise  to  $33  billion 
this  year  with  growth  coming  from 
France,  the  U.K.,  China  and  India.  Every 
day  adds  36,000  members  to  the  95  mil- 
lion already  registered.  Each  minute  the 
site  is  down  equals  $60,000  in  deals  that 
don't  get  done.  "Technology  can't  get  in 
the  way,"  she  says. 

The  640  people  in  Reedy's  depart- 
ment recently  put  the  finishing  touches 
on  a  strip-to-the-walls  rehab  of  Ebay's 
data  processing — this  without  any  of  the 
millions  of  visitors  noticing.  The  result  is 
a  site  that  is  more  responsive  and  cheaper 
to  run.  One  big,  powerful  server  has  been 
replaced  by  hundreds  of  small,  cheaper 
computers.  The  software  that  glues  every- 
thing together — tracking  listings,  auc- 
tions and  payments — can  now  be  contin- 
ually rewritten  without  hiccups 
noticeable  to  the  users.  Reedy  maintains  a 
rolling  list  of  40  software  ideas  under 
development.  Recent  ones  include  auto- 
mated auction-data  feeds  to  sellers,  mul- 
tiple-item check-outs  for  buyers  and 
more  targeted  promotions. 

Reedy's  fear  is  a  repeat  of  August 
1999,  when  the  site  went 
dark  for  22  hours,  causing 
$4  million  in  lost  fees  and 
a  $5  billion  drop  in  Ebay's 
market  value.  Features  like 
Free  Listing  Day,  a  day 
when  sellers  can  list  items 
free  of  charge,  were  can- 
celed because  any  increase 
in  traffic  put  the  entire  site 
was  broken. 
If  thv.  every- 

thing failed  Chief 

Opera    t 
nard    V\ 
brought  in  .• 
up  aft  rthi 

Today    Ebi 
ability  is  99.9  1 
97%  four  yen 
translates  into  six  mi 
of  downtime  weekly,  i. 
minute-long  increments 
that  typicall)  affect  only  .i 
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small  portion  of  the  site.  Reedy  has  man- 
aged to  do  this  without  blowing  the  bud- 
get. Although  her  division  now  spends 
more  on  technology  than  it  did  in  previ-. 
ous  years,  as  a  percentage  of  revenue 
Ebay  last  year  spent  half  of  what  it  did  in 
2000:  $159  million,  or  7%  of  revenue. 

Reedy  was  recruited  by  Webb  in  Sep- 
tember 1999  from  trade  show  producer 
Miller  Freeman,  where  she  oversaw  the 
creation  of  200  new  Web  sites.  Before  that 
she  had  spent  seven  years  with  Andersen 
Consulting.  Webb  gave  Reedy  a  daunting 
task:  Increase  software  output  fourfold 
while  just  doubling  staff. 

At  the  time  Ebay  was  running  on  just 
one  Oracle  database,  which  was  near 
capacity,  and  a  server  from  Sun 
Microsystems.  Small  software  flaws  were 
creating  a  big  backlog  of  queries  that  had 
nowhere  to  go  and  quickly  brought 
down  large  parts  of  the  system.  Most 
engineers  were  troubleshooting  around 
the  clock,  resting  one  or  two  hours  a  day 
in  sleeping  bags  underneath  desks.  "The 
code  was  really  mucky,"  says  Reedy.  "We 
would  throw  everyone  at  these  problems, 
when  only  a  handful  were  decent  at 
solving  them." 

Over  a  two-year  stretch,  hardware 
engineers  methodically  moved  data  from 
the  two  hefty  machines  to 
thousands  of  smaller 
servers  from  a  mix  of  ven- 
dors. If  one  machine 
drops  out,  others  pick  up 
the  slack.  It  costs  less,  too. 
Sun's  big  multimicro- 
processor  system  cost 
about  $2  million;  its  work- 
load can  be  handled  by  as 
few  as  seven  smaller 
$120,000  machines. 

But  this  called  for  a 
new  way  to  write  code. 
Information  within  Ebay's 
system  had  always  run 
along  a  two-lane  road, 
shuttling  from  traders' 
Web  browsers  to  a  server 
and  a  single  database  and 
back.  All  40  developers 
custom-coded  the  com- 
mands that  instructed  a 
to  retrieve  specific 
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information  from  the  database,  like  the 
price  of  a  used  Honda  or  a  buyer's  ship- 
ping address. 

Given  Ebay's  blistering  growth — peak 
utilization  on  the  site  has  increased  29-fold 
since  June  1999  to  7.8  gigabytes  per  day — 
that  two-lane  blacktop  got  jammed.  Now 
it  is  like  a  complex  highway  system.  A  pop- 
ulation of  5,000  servers  (half  are  backup), 
growing  by  1 ,000  every  three  months,  is 
connected  to  26  databases  (6  backup)  in 
three  different  locations.  Because  it  would, 
be  impossible  to  know  precisely  which 
machines  are  shooting  particular  data 
back  and  forth,  Reedy's  staff  came  up  with 
a  time-saving  piece  of  management  soft- 
ware that  knows  what  kind  of  commands; 
belong  where.  For  example,  an  adjustment 
in  how  shipping  costs  are  calculated  is  au 
tomatically  routed  to  machines  responsi- 
ble for  user  profiles. 

A  homegrown  tool,  akin  to  a  spell 
checker,  was  created  to  hunt  down  bad 
code  that  would  result  in  bidders  getting 
those  annoying  blank  Web  pages.  It  also 
alerts  managers  to  slowdowns  in  the  tin™ 
it  takes  to  compose  and  send  out  auto 
mated  e-mails  to  users.  Now,  when  a  nev 
feature  is  rolled  out,  it's  deployed  on  onk 
one  machine  at  first.  If  it  passes  mustei 
it  is  then  moved  onto  the  next  25%  o 
servers  and  eventually  onto  all.  "W 
always  want  to  be  able  to  go  back  to  nor 
mal  as  fast  as  possible,"  says  Reedy. 

Perfection  is  impossible.  At  last  coun 
there  were  325  known  bugs  (in  5  millior 
lines  of  code),  down  from  3,000  bugs  tw< 
years  ago.  Fixes  that  previously  took  up  I 
two  months  now  require  only  a  maxi 
mum  of  five  hours  because  problems  ar 
spotted  early.  The  system  runs  s 
smoothly  that  only  one  engineer  is  on  ca 
during  off-hours. 

Her  one  complaint:  "I  can't  chang 
how  many  lines  of  code  my  developei 
write  in  a  given  hour,"  she  says.  Bi 
Reedy  can't  help  herself,  forgettir 
momentarily  that  she  is  already  trying  t 
change  that,  too.  As  of  January  this  ye; 
she  has  had  her  300  developers  filling  oi 
forms  detailing  how  they  spend  the 
time,  hoping  to  espy  pockets  of  ineff 
ciency.  "The  code  we're  building  tod; 
will  be  obsolete  in  three  years.  We  car 
dwell  on  it,"  she  says. 


THE  CARLSON   MBA 


CU here  do  you  see  yourself  in  5  years? 


The  question  interviewers  love  to  ask.you've  already 
answered.  Now  you  need  to  figure  out  how  to  get 

there    and  that's  where  we  can  help. 


program  amass  experience  while  unleashing  their 
potential.  The  Carlson  Part-Time  MBA  program 
turns  talented  professionals  into  even  more  valued 


After  all.  the  Carlson  School  has  always  been  ahead 
or  its  time.  \\  ith  three  top  ranked  MBA  programs, 
we've  created  what  other  schools  only  talk  about: 
\  career  focused  culture  that  combines  rigorous 
stud\  with  real  world  experience.  Instead  of  merely 
running  to  class,  you  may  be  running  a  business. 
Beyond  studying  theory,  you'll  put  it  to  the  test. 
And  rather  than  simply  reading  case  studies, 
you  might  become  one. 

One  thing  is  for  certain:  You  will  be  transformed 
by  the  Carlson  School.  Immersed  in  a  culture  of 
innovation,  participants  in  the  Full-Time  j\  I 


corporate  assets.  And  the  Carlson  Executive 
MBA  program  helps  seasoned  leaders  become 
true  visionaries. 


CARLSON  SCHOOL  MBA  PROGRAMS 


>  Full-Time  MBA  Program 

>  Part-Time  MBA  Program 

>  Executive  MBA  Program 

Discover  the  difference  between  taking  a 
course  and  setting  one.  Visit  our  website  at 
www.carlsonschool.umn.edu,  or  call  toll-free 
8"77-62<$-6468  for  more  information. 


CARLSON 

SCHOOL    OF     MANAGEMENT 


University  of  Minnesota 


The  University  of  Minnesota  isai     i        !  i  ortuniry  educator  and  employer,  t  200?  Regents  of  the  Universitj  01  Minnesota 
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TAKE 

THE 

XPRESS 

Spend  5-minutes 

at  www.optionsXpress.com 

and  find  out  why  Forbes  rated  us 

"Best  of  the  Web"1 


•  Find  hidden  investment 
opportunities  based  on  volume, 
volatility,  or  open  interest. 

•  Responsive  online  order  entry 
screens  help  walk  you  through 
complex  transactions^ 


ONLINE  OPTIONS  &  STOCK  BROKERS 


option  sXpress1 


www.option 


Online  trading  has  inherenl  risks 
times  thai  vary  due  lo  market  cond 
other  factors.  An  investor  should  underslu 
before  trading.    "Best  of  the  Web"  "Fawn 
3/8/02  review  of  1 8  options  web  sites  in  S  _ 
of  use,  Range  of  offerings,  Research  amenin 
FORBES  and  other  names  of  FORBES  products  rel 
trademarks  or  registered  trademarks  of  FORBES,  m 
Iik      2004.  Trading  tools  are  provided  by  optionsXr.. 
educational  and  informational  purposes  only,  options^ 
offers  no  investment,  lax  or  legal  advice  Advonced  orders 
plex  and  face  unique  risks  due  lo  system  reliance,  quote  dala  rt. 
Internet  traffic  and  other  factors.  ©  2004  oplionsXpcess.  Inc. 
rights  reserved  Member  NASD,  SIPC,  (B0E,  ISE,  BOX. 
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T-Ink  is  replacing  switches 
and  wires  with  a  novel  and 
cheap  idea:  conductive  ink. 

BY  MONTE  BURKE 


PLAYERS  OF  CLUE  FX, 
Hasbro's  latest  version  of 
its  classic  game,  move  new 
suspects  Lord  Gray  and  Lady 
Lavender  around  the  Tudor 
mansion.  The  novel  twist  is  that 
a  playing  piece  can  move  onto  a  "hotspot" 
and  trigger  tiny  speakers  to  sound  out  a 
clue  to  help  divine  the  murderer.  The  real 
mystery,  though,  is  where  Hasbro  hid  the 
wires.  Big  hint:  They're  printed  on  the 
board,  on  strands  of  conductive  ink.  The 
game  piece  itself  completes  die  circuit  be- 
tween two  strands. 

Conductive  inks,  which 
typically  contain  silver 
flake,    arbon  and  other 
resins,  have  been  around 
ince      the      1970s, 
\  were  intro- 
n  keyboards 
and  v    dshield  de- 
Bul  a  fast- 
York 
.  omp. 
Ink  is 


An  inflatable  toy 
phone,  the  new 
Clue  FX  game 
and  a  talking 
Sesame  Street 
poster  replace 
wires  with  new 
conductive  inks. 


pushing 
e  technol-i 
ogy  into  new  realms,  espe-: 
daily  toys.  Its  inks  have  been  used 
by  Fisher- Price  to  make  Sesame  Street 
posters  that  squawk,  yapping  Happy  Meal 
boxes  for  McDonald's  and  an  inflatable 
radio  from  Toys  "R"  Us  that  has  no  buM 
tons  or  dials.  You  touch  on  a  printed  de-j 
sign  to  control  the  stations  and  volume^ 
Last  year  the  private  company  saw  royalty 
and  licensing  revenue  of  $20  million,  up 
from  $10  million  in  2002. 

T-Ink  Chief  Executive  Martin 
Abrams  says  his  company  is  trying 
to  figure  out  how  to  print  a  power 
source  and  speakers,  too.  The  com- 
pany envisions  military  uniformr 
imprinted  with  cell  phones,  GPS  units 
heaters  and  lighting.  Other  possibh 
uses:  wetness  detectors  in  diapers  ano 
talking  newspapers. 

Xerox  is  experimenting  with  it; 
own  conductive  inks  for  makinf 
electronic  paper  and  circuitry  fo: 
flat  screen  monitors  and  bill 
boards.  Precisia,  a  subsidiary  o< 
Flint  Ink  in  Ann  Arbor,  Mich, 
has  begun  using  conductiv* 
inks  to  replace  copper  antenna, 
in  radio  frequency  identifica 
tion  tags.  Retailers  such  as  Wal 
Mart  are  testing  the  RF  tag  ide; 
to  track  inventory  in  transit,  but  the  higl 
cost  per  tag  has  been  a  problem.  Precisia' 
president,  James  Rohrkemper,  believe 
that  the  use  of  conductive  inks  and  high 
speed  printing  processes  could  cu 
antenna  costs  by  50%. 

Blue  Ramsey,  a  design  professor  at  Enj 
land's  Brunei  Universit 
cautions  that  the  inks  wi 
remain  a  plaything  unt 
engineers   figure   oi 
how  to  print  batterit 
and    speakers,    toe 
"Toys  are  . . .  fairly  lo 
cost,  and  when  the 
stop  working  peop 
don't  get  upset- 
they  just   thro 
them  away," 
says. 
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For  117  years,  financial  consultants  at  A.G.  Edwards  have  had  the  freedom  to  be  fully  accountable  to  each  investor 
and  nothing  else.  It's  a  philosophy  that's  helped  us  keep  clients  for  the  long  term.  And  helped  us  keep  them 
happy.  To  meet  with  an  A.G.  Edwards  financial  consultant,  visit  www.agedwards.com  or  call  (866)  379-4243. 


A.G.EDWARDS. 

FULLY  INVESTED  IN  OUR  CLIENTS,. 


WHEN  A  FINANCIAL  CONSULTANT 

IS  FREE  TO  COMMIT  FULLY  TO  A  CLIENT'S 

HAPPINESS  AND  SATISFACTION, 

AN  INTERESTING  THING  HAPPENS: 


HAPPINESS  AND  SATISFACTION. 


,.G.  Edwards  &  Sons,  Inc.  •  Member  SIPC 


Technology  |  Digital  Tools 
by  Stephen  Manes 


The  Trouble  With  Larry 


"Fixing"  copyright 

to  protect  pirates 

is  like  abolishing 

property  laws  to 

help  squatters. 


MAN  THE  BARRICADES  FOR  YOUR  RIGHT  TO  SWIPE 
The  Simpsons!  According  to  Stanford  law  profes- 
sor and  media  darling  Lawrence  Lessig,  a  "move- 
ment must  begin  in  the  streets"  to  fight  a  corrupt 
Congress,  overconcentrated  media  and  an  over- 
priced legal  system  conspiring  to  develop  "a  'get  permission  to 
cut  and  paste'  world  that  is  a  creator's  nightmare." 

That's  the  gist  of  Lessig's  inflammatory  new  screed,  Free 
Culture:  How  Big  Media  Uses  Technology  and  the  Law  to  Lock 
Down  Culture  and  Control  Creativity  (Penguin  Press,  $25;  free 
online  starting  Mar.  25).  A  more  honest  title?  Freeloader  Culture: 
A  Manifesto  for  Stealing  Intellectual  Property. 

"There  has  never  been  a  time 
in  our  history  when  more  of  our 
'culture'  was  as  'owned'  as  it  is 
now,"  Lessig  huffs.  Huh?  In  the 
1920s,  1930s  and  1940s  a  handful 
of  companies  exerted  ironclad 
control  over  the  movie,  radio 
and  record  businesses;  Xeroxes 
and  tape  recorders  were  nonex- 
istent. Though  "cut  and  paste" 
was  limited  to  scrapbooks,  cre- 
ators of  all  stripes  somehow  managed  to  flourish. 

Contrary  to  Lessig's  rants,  today's  technology  has 
made  creators  freer  than  ever  to  devise  and  distribute 
original  works.  But  technology  has  also  given  con- 
sumers powerful  weapons  of  mass  reproduction  with 
strong  potential  for  abuse.  The  intellectual  property 
issue  of  our  time  is  how  to  balance  the  rights  of  cre- 
ators and  consumers. 

Don't  look  to  Lessig  for  that  balance.  First  he  reason- 
ably extols  "  'Walt  Disney  creativity' — a  form  of  expres- 
sion and  genius  that  builds  upon  the  culture  around  us 
and  makes  it  something  different."  But  then,  in  a  rhetor- 
ical bait-and-switch,  he  spends  most  of  the  book  making  the 
case  that  a  free  pass  should  be  given  to  the  specific  kind  of  "cre- 
ativity" that  directly  reuses  existing  work,  up  to  and  including 
wholesale  sampling  and  so-called  sharing. 

That's  nuts.  Disney  reworked  publi<  domain  material  like 
"Snow  White"  gratis,  but  paid  to  wed  works  like 

Peter  Pan.  In  a  footnote,  Lessig  obset  paid  roy- 

alties to  use  the  music  lor  live  songs  ind  short. 

Like  most  responsible  creators,  I  >isnej  ,  -  ux  0f 

I  opyright:  The  owner  of  a  work  has  t;  •  right  to 

authorize  how  it  may  be  used.  Adapt  som 
material,  and  you  generally  have  to  ask  p( 


sion;  you  may  even  have  to  pay. 
Yet  often  you  don't,  which  is 
where  Lessig's  argument  dis- 
solves. "Fair  use"  exceptions  in 
existing  copyright  law — like  the 
ones  that  let  me  quote  Lessig 
here — are  so  expansive  that  just 
about  the  only  thing  cut-and- 
pasters  clearly  can't  do  legally 
with  a  copyrighted  work  is 
directly  copy  a  sizable  portion 
of  it.  Even  then,  there  are  many 
exemptions  for  classroom,  library,  archive  and  personal  use. 
And  the  Web  lets  you  legally  link  to  copyrighted  material. 

That's  not  nearly  enough  for  Lessig,  who  once  proposed  z 
laughable  ten-year  maximum  term  for  software  copyrights  anc 
later  suffered  a  7-to-2  Supreme  Court  whupping  over  his  clairr 
that  the  1998  Copyright  Term  Extension  Act  was  unconstitu-; 
tional.  The  book  proposes  a  slew  of  sweeping  copyright  law 
changes  that  would  consistently  screw  creators,  reward  infringer.* 
and  put  the  U.S.  at  odds  with  international  law.  Some  of  Lessig': 
proposals  might  well  help  the  big  media  he  claims  to  detest  by 
offering  them  the  chance  to  poach  material  they  once  would  haw 


had  to  pay  for.  And  he  endorses  a  bizarre,  unworkable  system  c 
regulating  file-sharing  in  which  owners  would  be  paid  out  of  th 
proceeds  from  unspecified  taxes,  "to  the  extent  that  harm  coul 
be  shown" — a  sort  of  federal  insurance  pool  for  stolen  tunes. 

At  a  time  when  intellectual  property  provides  America 
greatest  worldwide  successes,  overturning  established  interne 
tional  copyright  principles  to  legalize  infringers  is  like  abolish 
ing  real  estate  law  to  help  out  squatters.  Let's  make  it  clear:  Th 
artists  who  would  benefit  most  from  Lessig's  legal  meddling  ai 
rip-off  artists.  I 

■^OrhCS     Stephen  Manes  (sleve@cranky.com)  was  cohosl  of  Digital  Duo  and  has  been  coverinf 
1  "■'••    '    technology  for  two  decades.  Visit  his  home  page  at  www.forbes.com/manes. 
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Vhen  the  treacherous  realities  of  litig 

jxperience  an  overwhelming  sense  of  ' 

jxtreme  conditions,  you  need  lawyers  with  an  innate  s^ 

or  the  elements.  Equipped  with.;  unerring  "technical  skills. 

Legal  partners  who  help  you  rise  above  and  conquer. 


Challenging  the  laws  of  convention.' 


Entrepreneurs 


BYSTEPHANE  FITCH 

IT  IS  A  MARRIAGE  OF  CONVENIENCE.  SIX  YEARS  AGO,  WHEN 
Robert  King  met  Niels  Diffrient,  King  was  struggling  to  lift 
Humanscale,  a  small  maker  of  ergonomic  products  for  the 
office,  to  the  next  level.  He  wanted  a  classy  desk  chair  that 
would  compete  with  the  established  master  of  back  support, 
Herman  Miller's  Aeron  model.  Diffrient  was  a  frustrated  indus- 
trial designer  with  pioneering  achievements,  including  the  first 
chair  whose  height  could  be  adjusted  via  a  gas  piston  and  spring, 
and  a  fold-up  office  table  that  replaced  screws  and  plates  with 
simple  interlocking  hinges.  He  had  also  led  the  group  that 
designed  the  Princess  phone  for  Ma  Bell  and  the  "pop-up"  SX-70 
camera  for  Polaroid. 

Diffrient,  now  75,  happened  to  have  a  crude  prototype  for  a 
new  office  chair.  Its  seat  and  back,  connected  via  a  cantilever  sys- 
tem, allowed  the  customer  to  get  comfortable  in  any  position 
without  having  to  fiddle  with  any  knobs  or  controls.  "When  I 
left  the  meeting,  I  knew  we  needed  to  have  that  chair,"  says  King. 
Diffrient  recognized  an  opportunity  as  well.  "A  fella  like  this 
didn't  have  a  company  the  size  of  giants,"  he  recalls.  "But  I  could 


Comfy  perch:  The  Freedom  chair  has 
more  than  10%  of  the  high-end  market. 

custom-installed  mesh  antiglare  screens  on  computer  monitors. 
"In  factories  people  carefully  organized  workstations,"  he  says. 
"But  nobody  paid  any  attention  to  them  in  the  office." 

When  ergonomics  took  off  in  the  mid-1990s,  King  came  up 
with  a  keyboard  tray  that  had  no  knobs.  Using  a  system  he  calls 
"loadlocking,"  it  relies  on  downward  pressure  to  drive  one  of 
two  steel  "link-arms"  into  a  cam-shaped  stop;  lift  the  weight,  the 
cam  disengages  and  the  keyboard  swings  freely  up  or  down. 
Though  Humanscale  struggled  at  first,  it  beat  out  larger  rivals  to 
get  a  market-leading  40%  share  of  the  $120  million  business  by 
1 996.  "When  you  make  something  that's  highly  functional  and 
easy  to  use,  people  will  embrace  it,"  says  King,  who  leans  on 
2,000  distributors  and  1 50  retailers  to  sell  his  wares. 

The  knobless  chair  was  always  his  shimmering  dream.  But 
most  designers  just  scratched  their  heads.  "People  would  say, 
'Put  instructions  in  the  arm  of  the  chair.  Or  CD-ROMs  under  the. 
seat.'  They  didn't  get  it." 

Diffrient,  meantime,  had  problems  of  his  own.  He'd  won 
plaudits  for  radical  ideas  like  his  Jefferson  Chair,  a  lavishly 


The  Chair  Men 

What  brought  an  entrepreneur  and  an  Industrial  designer  together? 


see  in  Bob  an  attitude  that  I  could  grow  with." 

And  how.  First  produced  in  2000,  the  pricey  ($1,000  to 
$1,200)  Freedom  chair  now  has  more  than  10%  of  the  $280  mil- 
lion-a-year  market  for  high-performance  desk  chairs.  While  this 
share  is  child-size  compared  with  Aeron's  55%,  it's  a  growing 
part  of  King's  overall  business,  which  he  expects  will  jump  30% 
this  year  to  $125  million.  This  comes  at  a  time  when  office  fur- 
niture sales  are  down  to  $8  billion  from  a  2000  high  of  $13  bil- 
lion. While  Herman  Millei  ind  other  larger  rivals  are  laying  off 
workers,  Humanscale  is  hii  g  to  fi!!  up  its  new  125,000-square- 
foot  plant  in  Piscataway,  N.J. 

King,  48,  has  long  fussed  o\  ei  rt  o\  office  workers 

who  are  chained  to  their  desks.  In  i  .  I  e  quit  selling  mini- 
computers for  Digital  Equipment  t<  am  that 


padded  office-chair-and-ottoman  that  had  a  light  and  a  tablet 
for  writing  or  typing.  (Some  2,500  or  so  of  the  chairs  had  sold 
for  around  $8,000  each.)  But  working  with  mass-market  manu- 
facturers was  wearisome.  He'd  even  walked  out  on  a  few  for 
"corrupting"  his  designs  and  let  die  a  long-standing  relationship 
with  one  of  his  most  important  clients,  the  $1  billion  (sales) 
office  furniture  maker  Knoll. 

King  allowed  Diffrient  to  follow  his  design  instincts,  for  the 
standard  3%-of-sales  royalty  deal.  While  the  look  of  the  chair 
evolved,  the  way  it  functioned  didn't.  Instead  of  operating  like 
other  ergonomic  chairs,  which  offer  many  choices  of  static  posi- 
tions, Humanscale's  device  encouraged  the  sitter  to  squirm  at 
will.  Its  cantilever  mechanism  between  the  seat  and  seatback 
required  no  calibration  of  tension  no  matter  who  sat  in  the 
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:hair,  regardless  of  height  and  weight.  The  armrests  went  up  and 
down  automatically,  depending  on  a  ratchet-wheel  lock;  the 
anly  knob  in  sight  was  the  familiar  gas-piston  release  lever  to 
illow  for  adjustment  of  the  chair's  height. 

King's  earliest  fans  were  Hollywood  set  designers  desperate 
for  a  new  futuristic-looking  chair.  The  Diffrient  chair's  slightly 
sinister-looking  exposed  backbone  looked  futuristic.  The  steely- 
;yed  government  agents  in  24,  the  Fox  TV  series,  sat  in  Human- 
scale  chairs.  The  chairs  also  showed  up  on  the  sets  of  Tim  Bur- 
ton's remake  of  science  fiction  classic  Planet  of  the  Apes  and 
Bryan  Singer's  second  X-Men  film,  X2.  Tha:  helped  push  sales 
to  $23  million  by  2002. 

Last  year  Humanscale's  revenue  from  the  Freedom  chair 
jumped  another  30%.  (Its  gross  margin  hovers  at  50%  or  so, 


Mutual  support:  Bob  King  arid  Niels  Diffrient 
came  together  to  make  ergoriomic  furniture. 


compared  with  30%  for  Steelcase.)  This  despite  a  memo  cir- 
culated to  hundreds  of  furniture  wholesalers  by  Knoll  and  an- 
other chairmaker  explaining  that  they  regarded  selling  the 
products  from  Humanscale,  a  serious  competitor,  the  equiva- 
lent of  treason.  "In  some  cases  dealers  stopped  selling  our 
stuff,"  says  King.  "But  others  have  picked  up  the  slack."  (Knoll 
declines  to  comment.) 

Diffrient  now  devotes  himself  exclusively  to  projects  for 
Humanscale.  He  has  given  King  designs  for  several  new  chairs 
that  will  compete  in  the  segment  for  highly  adjustable  desk 
chairs  costing  $500  to  $1,000,  a  market  worth  $400  million  a 
year,  and  for  a  desk  lamp  that's  easy  on  the  eyes.  But  just  in  case 
this  marriage  doesn't  last,  King  has  built  up  an  in-house  R&D 
division.  Its  new  offering:  arms  for  flat-panel  PC  monitors.      F 
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A  Hard  Landing 
For  Software 

The  word  is  just  beginning  to  get  out:  Selling  corporate  software  is  not  the 
money-printing  business  it  used  to  be  I  by  victoria  murphy 


SOFTWARE  LOOKS  LIKE  A  REALLY  GREAT  BUSINESS 
again.  Buying  software  stocks,  an  even  better  one.  A 
mere  13%  boost  in  sales  industrywide  over  the  last 
year  provided  enough  inspiration  for  Wall  Street  to 
mark  up  the  share  prices  lectorisnow 

trading  at  a  rich  4.4  tin  dnst  the  1.5  av- 

erage for  the  stock  market  as  a  wh   j  iple 

justified.  Isn't  this  a  high-margin  '  u've  writ- 

ten a  $500  program,  you  can  make 

Watch  out  Those  high  margins  are  iy.  Software 

vendors  are  turning  into  service  COmp  [h<  migrating 

from  the  lucrative  business  of  selling  s  into  the 
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much  less  lucrative  business  of  supplying  programmers  an< 
consultants  to  business  customers. 

To  be  sure,  the  sharp  rebound  in  share  prices  hasn't  evei 
made  up  for  all  the  losses  in  the  downturn.  The  software  secto 
saw  a  73%  collapse  in  market  value  from  2000  through  200^ 
And  you  can  justify  some  of  the  recent  price  gains  as  a  reflec 
tion  of  consolidation  within  the  industry,  which  should  hel 
prices  sooner  or  later.  The  corporate  software  market  was  frag 
mented,  with  too  many  outfits  trying  to  sell  similar-soundin 
applications  to  reluctant  buyers.  Two  years  ago  there  were  7 
vendors  in  marketing  automation,  50  in  human  resource  plar 
rung,  60  in  supply  chain  management.  Since  the  slump  sever; 


housand  software  firms  have  disappeared  in  mergers,  says  tech 
nvestment  adviser  Broadview. 

But  the  consolidation  trend  doesn't  alter  the  reality  of  the 
listurbing,  if  little-noticed,  trend  going  on  in  the  software  arena: 
•ver  more  of  companies'  revenue  is  coming  from  servicing  their 
roducts  rather  than  from  licensing  them  (see  table).  Certainly, 
er\  icing  revenues  add  stability  to  an  often  volatile  business.  Yet 
hat  does  nothing  to  fuel  the  hot  growth  that  Wall  Street  seems 
be  expecting  of  software  stocks.  "Services  are  where  software 
ompanies  go  to  mature,"  says  Jack  L.  Caffrey,  a  strategist  at 
PMorgan  Private  Bank. 

Corporate  customers  typically  buy  licenses  and  then  pay 
n  annual  fee,  around  18%  of  the  upfront  cost,  to  make  sure 
he  software  works.  The  service  fee  covers  basic  installation, 
!4-hour  support  and  bug  fixes.  The  buyer  pays  extra  fees  to 
ustomize  software  to  fit  its  operations.  While  some  customers 
equire  little  support,  those  that  need  more  are  a  big  expense 
or  software  providers.  Getting  a  large-scale  system  to  run 
moothly  takes  a  lot  of  work  by  high-cost  engineers  and 
onsultants. 

Software  firms  have  another  weakness:  pricing  pressures 
rom  customers  still  feeling  bruised  and  battered  from  the 
'oom.  According  to  research  firm  IDC,  82%  of  large  companies 
ren't  taking  advantage  of  the  applications  they  already  own. 
n  stead  of  shelling  out  for  expensive  upgrades,  buyers  are  push- 
ng  tor  reduced  license  fees  and  lower  maintenance  charges. 
3hillip  Maxwell,  chief  information  officer  of  Neiman  Marcus, 
vill  not  go  over  the  $70  million  he  currently  spends  each  year 
>n  technology  in  the  next  few  years,  even  as  his  company  is 
;rowing.  "On  large  purchases  you  can  get  up  to  30%  off  license 
'ees,"  says  Maxwell,  who  also  negotiates  maintenance  rates. 

Doing  more  for  less  is  great  for  tech  buyers,  but  a  vexing  de- 
velopment for  stock  pickers  like  George  Gilbert,  comanager  of 
he  S425  million  Northern  Technology  Fund.  "I'm  watching 
nargins  closely,"  he  says.  Scrolling  down  the  list  of  enterprise 
software  firms  he  holds  (these  account  for  1 1%  of  his  portfo- 
ioH  Gilbert  doesn't  like  what  he 
ees.  "I'd  be  hard-pressed  to 
ugue  many  of  these  are  growth 
;tocks,"  he  says. 

PeopleSoft,  which  makes  appli- 
:ations  that  track  employee  and 
inancial  data,  gets  only  a  quarter  of 
ts  revenues  from  licenses.  Gross 
nargins  on  that  shrinking  portion 
ire  an  impressive  88%;  services 
deld  a  less  lofty  54%.  The 
:ompany's  net  income  slid  53% 
o  $85  million  on  revenue  of 
52.27  billion  last  year.  Has  anybody 
old  investors  about  this?  At  $21  per 
ihare,  the  stock  is  up  43%  from  its 
ovHast  spring,  in  part  thanks  to 


Oracle  Chief  Larry  Ellison's  $26-a-share  takeover  bid. 

Ellison  wants  PeopleSoft  mainly  for  its  customer  list,  letting 
Oracle  expand  beyond  its  database  bastion  and  into  application 
software.  His  restlessness  is  another  sign  that  this  is  a  graying 
industry.  He  also  is  trying  to  boost  sales  of  Oracle's  service  busi- 
ness, a  way  of  admitting  that  the  glory  days  are  over.  At  a  recent 
analyst  meeting  the  Oracle  execs  talked  up  plans  to  handhold 
large  customers. 

Siebel  Systems,  the  maker  of  sales  automation  and  customer 
management  software,  lost  $3.4  million  last  year.  The  company 
grew  to  $2  billion  in  sales  in  just  seven  years,  but  has  since  fallen 
off  badly.  License  revenues  were  down  31%  in  2003.  "Siebel  is  a 
maintenance  organization,"  says  Sanford  C.  Bernstein  analyst 
Charles  Di  Bona.  He  thinks  the  stock  should  trade  at  around 
half  the  current  $13  price. 

Siebel  Executive  Vice  President  David  Schmaier  disagrees 
that  prospects  are  dim,  arguing  that  the  company's  software  has 
improved  and  that  it  will  do  well  in  a  world  of  cheaper  software. 
Free  is  often  the  best  kind  of  cheaper,  so  Siebel  is  offering  cus- 
tomers 90-day  trial  runs  of  recently  launched  CRM  OnDemand, 
a  Web-based  version  of  the  company's  core  customer  relation- 
ship management  software. 

To  combat  the  disturbing  revenue-source  trend,  many  soft- 
ware firms  are  rolling  out  products  that  target  specialized  prob- 
lems, like  promotion  management  for  retailers,  industrial  plant 
maintenance  or  hospital  scheduling.  But  these  are  not  billion- 
dollar  markets. 

Are  there  any  winners  left  in  the  software  field?  Well, 
Microsoft  still  dominates  desktop  software,  although  it  no 
longer  excites  Wall  Street  and  could  almost  be  seen  as  a  value 
play.  At  32  times  trailing  earnings,  it  almost  looks  cheap. 

In  the  corporate  realm,  Gilbert  touts  Mercury  Interactive 
(see  "Higher  Ground,"  Oct.  27,  2003),  which  sells  the  software 
that  helps  other  companies  make  sense  of  all  the  technology 
they  purchased  in  the  boom.  "This  is  the  sweet  spot  in  informa- 
tion technology  right  now,"  he  says.  F 
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As  license  revenues  fall  at  many  software  firms,  less-profitable  service  operations  are  what's 
left.  Not  good,  given  their  generally  high  P/Es.  How  long  will  Wall  Street  be  so  kind  to  them? 


SHARE  OF  REVENUE 


CURRENT 
GROSSMARGIN1 


M1£I_ 


Prices  , 


meaningful.  'For  last  four  quarters  Sources:  Bloomberg:  company  iinanciats. 


F   O   R   B    F    S   ■   March  29,2004      91 


~l   'J~*r  rs  j-ffj-j 


fia— i u— ^—» ■    t    !!««■■ 
I  tea  ilt*  timiii    •    imii 

5i  iti  i  c  •  •  •  ■  ■  a  •     •     unit 
tnincitni  *  initt 


A.J X 


ti& 


II  ll'llll'l 


Tr'M-;fll 

m 
1 

^£& 


■r*i 

1        !         ■  .     ..         ! 

K         1-  —  1 

^^^TS      iii 

fi^EI  ***»^  ^     tI^V^h 

'WERAGE 


v»:V;^ 


J 

I 

■ft         Jfl| 

»  1 

'-*'■/•■'    j? 


IMAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

WHEN  YOU  SUGGEST  LAS  VEGAS. 


■■  Htt* 


E      W  0  R  K      A  S      HARD      AS      WE      PLAY., 


TELL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED. 
THAT  ALL  THE  RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED. 
THAT  YOUR  PEOPLE  ARE  LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING 
TO  BE  THERE  FOR  THEM  ANY  TIME  ^AY  OR  MIGHT.  THAT  HARD  WORK"  AND  "LAS  VEGAS"  ARE 
NOT  MUTUALLY  EXCLUSIVE  TERMS.  LI  r  S  OK  TO  SUGGEST  LAS  VEGAS.  THEN  TELL 

THEM  TO  VISIT  LVCVA.COM  OR  CALL  702-89         I  11     YOU'LL  BE  A  HERO  IN  THEIR  EYES. 


SPECIAL  ADVERTISING  SECTION 


The  Executive  Guide  to  Meetings 

JEYOND  THE  CONFERENCE  ROOM 


Activities  and  planned  events  help  drive 
home  the  message  of  a  corporate  meeting. 


-ELK  MOU 
VEGAS,  Nr 
UDERDALE 

WYNNL 
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By  Curtis  Rist 

Where  is  the  bulk  of  the  work  accomplished  at  an  off-site  corporate  meeting? 

Is  it  during  the  keynote  address    or  the  a^er-lunch  seminais,  or  the  all-day  training  sessions? 
While  each  of  these  can  be  esser  3r  the  goals  of  a  meeting,  much  of  the  point  of  such  an 

event  is  to  build  relationshios.  1  in  include  relationships  among  staff  members  at  a  single 

enterprise,  those  of  companie  3  are  set  to  merge  or  relationships  with  clients  that  can  be  built 

to  transcend  the  ups  and    >  >wns  of  markets  and  turn  into  lasting  and  lucrative  connections. 
Can  these  be  furthered  with  talk  ilone? 


ADVERTISEMENT  2 


Not  easily,  say  professional  meeting  planners.  While 
a  traditional  meeting  or  seminar  provides  a  platform  to 
develop  and  deliver  a  core  message,  the  after-hours 
activities  that  fill  up  the  rest  of  the  schedule  of  a  meet- 
ing or  corporate  retreat  provide  an  opportunity  to  drive 
that  message  home.  The  result  is  a  more  potent  and 
lasting  memory  of  the  meeting  itself,  a  clearer  under- 
standing of  the  company's  business  goals  and  a 
greater  camaraderie  among  those  who  attend.  The 
last  item  —  greater  camaraderie  among  colleagues 
—  ranks  as  a  priceless  by-product  for  a  company  that 
values  team  productivity.  "The  activities  or  the 
incentive  part  of  any  corporate  trip  should  help  support 
the  overriding  objectives,"  says  Theresa  Breining, 
chairwoman  of  the  board  for  the  Dallas-based 
Meeting  Professionals  International  (MPI).  "The  bonds 
that  people  make  and  the  connections  that  they  form 
with  one  another  provide  a  huge  return  on  investment 
that  many  companies  overlook." 

The  types  of  activities  that  companies  can  include 
in  the  schedule  of  a  corporate  meeting  can  vary 
hugely.  The  key  to  choosing  among  them,  says 
Breining,  is  to  focus  on  the  group  and  focus  on  the 
goals.  In  some  cases,  for  instance,  the  goal  may  be 
to  create  a  spirit  of  unity  among  a  large  group  of 
people  who  don't  already  know  one  another.  One 
solution  to  this  is  to  choose  an  activity  that  breaks 
them  into  small  groups  and  then  has  them  interacting 
with  other  groups.  This  creates  a  strong  sense  of  a 
shared  experience,  but  without  losing  people  in  a 
crowd.  A  prime  example  of  this  is  a  sailing  regatta, 
in  which  teams  of  a  half-dozen  or  so  people 
compete  on  a  course  in  boats  piloted  by  experienced 
sailors.  "There's  a  part  for  everyone  to  play,  and  at 
the  end  of  the  day  everyone  has  something  to  talk 
about  with  ■  ey.  can  compare  'war 

stories' in  the  if<  '' in,"  says  Breining. 

"They've  gone  :  igh  tl  same  experience,  even 
if  they've  expe;  it  in  slightly  different,  more 

intimate,  ways." 

More  than  being  i  activi- 

ties that  highlight  the  s  .  irporate  event 


create  trust  among  the  participants.  "And  trust  is  the 
essence  of  business,"  says  Breining.  "The  right 
activities  can  help  people  build  relationships  that 
enable  businesses  to  grow  very  easily."  Golf  is  often 
considered  the  classic  activity  to  further  business 
goals,  but  the  huge  variety  of  destinations  available 
to  corporate  meeting  planners  necessitates  a  broad- 
er search  for  possibilities.  From  sailing  regattas,  to 
skiing,  to  scavenger  hunts,  to  beach  game  competi- 
tions, to  skeet  shooting  and  even  learning  to  play 
roulette  in  Las  Vegas,  there  are  countless  activities 
that  you  can  put  to  work  for  your  company. 

Although  they  cost  extra,  well-chosen  activities 
provide  an  additional  return  on  investment  for 
corporate  planners  —  especially  when  offered  as  an 
incentive  to  employees.  "Activities  have  a  long  shelf 
life,  so  people  a  year  from  now  are  going  to  reminisce 
about  what  a  great  sailing  regatta  that  was, 
or  what  a  great  golf  tournament  that  was,"  says 
Breining.  "Cash  is  great,  but  it  is  more  quickly 
forgotten.  You  don't  hear  people  reminisce  about  the 
bonus  they  got;  it  has  a  short  shelf  life,  and  isn't 
central  to  a  group  experience." 

The  important  thing  is  to  make  sure  that  the  activ- 
ities match  the  interests  of  the  group  you're  enter- 
taining. "It  doesn't  necessarily  have  to  be  the 
weirdest,  or  the  most  taxing,  or  the  most  difficult," 
says  Breining.  "This  isn't  supposed  to  be  Survivor, 
after  all;  it's  supposed  to  be  fun."  Following  is  a 
roundup  of  some  of  the  nation's  prime  corporate 
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destinations,   which   includes  a  special  focus  on 
activities  for  corporate  groups. 

LAS  VEGAS,  NEVADA 

From  a  corporate  meeting  aspect,  one  of  the 
appealing  aspects  of  Las  Vegas  is  that  the  most 
enticing  activities  take  place  at  night  —  from 
world-class  concerts,  shows  and  dining  experi- 
ences to  gaming.  "These  aren't  divergences  that 
cut  into  the  day,  which  means  that  the  business 
portion  of  the  day  remains  the  business  portion 
of  the  day,"  says  Nancy  Murphy,  vice  president 
of  sales  at  the  Las  Vegas  Convention  and  Visitors 
Authority  (www.lvcva.com).  "Las  Vegas  is  open 
24  hours  a  day" 

For  activities  that  appeal  to  corporate  planners, 


entertainment  is  at  the  top  of  the  list.  "People  think 
'Vegas'  and  they  think  entertainment,"  says 
Murphy.  "And  rightly  so:  Las  Vegas  has  more  show 
seats  than  Broadway,  some  35,000  every  night." 
With  this  many  tickets  to  choose  from,  many  meet- 
ing planners  buy  a  block  of  seats  and  take  an  entire 
group  to  a  show  —  whether  it  is  an  extravaganza 
such  as  Cirque  du  Soleil,  a  magic  show  or  a  concert 
such  as  Celine  Dion's.  "Taking  everyone  from  one 
corporate  group  to  a  show  creates  a  camaraderie, 
particularly  if  people  don't  know  one  another  well  to 
begin  with,"  says  Murphy.  "They  bond  together  in 
the  early  part  of  the  evening,  and  then  tend  to 
spend  the  rest  of  the  evening  together.  They  move 
effortlessly  from  awkward  strangers  to  becoming 
friends  and  colleagues.  And  it  happens  every  night." 


Is  it  possible  to  be  nostalgic 
for  a  place  you've  never  been  to? 

Welcome  to  a  spectacular  new  luxury  resort  that  feels  as  natural 
as  a  place  you've  known  your  whole  life.  A  place  nestled  in 
the  heart  of  Colorado's  San  Juan  Mountains  that's  filled  with 
an  endless  array  of  outdoor  activities,  giving  new  meaning  to 
the  words  "nature's  playground."  A  place  where  magnificent 
accommodations,  state-of-the-art  business  facilities  and  a 
world-class  restaurant  are  situated  on  275-acres  of  pristine 
country.  A  place  where  meetings  prosper,  couples  celebrate 
and'sportsmen  thrive.  Welcome  to  Elk  Mountain  Resort. 

Opening  April  2004 


Walk  •  Montrose.  CO   81401  •  (970)  252-45,00  •  ww 
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Another  popular  activity  is  to  stage  a  cocktail  party 
at  the  start  of  a  meeting  or  event,  then  enlist  the 
LVCVA  to  arrange  a  "mock  casino."  This  includes 
instructions  and  hands-on  demonstrations  for 
games  such  as  roulette,  21  and  craps,  and  has 
proven  to  be  appealing  even  to  those  who  don't  plan 
to  continue  gaming  in  the  actual  casinos.  "Many 
people,  myself  included,  come  to  Las  Vegas  with  no 
idea  how  to  shoot  craps  or  play  21,"  says  Murphy. 
"Having  a  staff  of  professionals  help  them  and 
coach  them  in  a  fun,  risk-free  environment  is  a  great 
way  to  start  an  event." 

Beyond  gaming  and  entertainment,  Las  Vegas 
offers  countless  other  possibilities  that  make  it  the 
nation's  corporate  destination  of  choice.  Day  tours 
can  be  arranged  to  nearby  places  such  as  Hoover 
Dam,  the  Valley  of  Fire  and  the  spectacular  Red 
Rock  Canyon.  Bonnie  Springs,  an  authentic  town 
in  the  Wild  West  tradition,  has  become  a  favorite 
corporate  destination  for  a  steak  barbecue  and 
old-time  rodeo.  There  are  also  simpler  events 
closer  to  the  Strip.  One  popular  day  activity,  says 
Murphy,  is  to  ride  all  the  roller-coasters  in  front 
of  the  major  hotels,  including  the  ones  at  New 
York,  New  York  and  the  Sahara,  and  ending  with 
the  one  at  the  Stratosphere.  "Nothing  beats  look- 
ing into  the  terrified  eyes  of  your  colleagues  as 
you're  riding  upside  down  in  the  roller-coaster," 
says  Murphy.  "It's  a  really  great  way  to  spend 
some  time,  and  something  that  brings  everyone 
together  in  a  shared  experience." 

A  more  sedate,  but  equally  memorable,  pastime 
is  to  make  an  outing  for  "cosmic  bowling."  This 
takes  place  in  a  bowling  alley  lit  only  with  black 
lights,  where  the  pins  and  balls  are  fluorescent  and 
even  the  drinks  are  served  in  fluorescent  cups. 
"Most  of  us  haven't  bowled  since  high  school,  and 
to  do  it  .'  his  twist  is  a  great  tearn-buildn  ig 
experience,  says  Murphy.  "Plus,  it's  the  great 
equalizer,  to  b.  g  a  group  of  executives  together 
and  put  them  °nted  shoes  and  point  them 
toward  the  lanes,  iys.  "It's  a  foolproof  crowd 


pleaser."  For  spouses  and  significant  others, 
Las  Vegas  also  makes  a  great  destination.  "They're 
never  bored  because  there's  plenty  to  do,"  says 
Murphy.  "They're  certainly  not  waiting  in  a  hotel 
room  for  their  spouses  to  come  back  from  their 
meetings  so  they  can  do  something." 

While  Las  Vegas  has  long  been  a  premier 
destination  for  businesses,  the  level  of  service  will 
radically  increase  with  the  opening  in  April  2005 
of  Wynn  Las  Vegas,  built  by  legendary  developer  and 
visionary  Steve  Wynn  (www.wynnlasvegas.com). 
"Wynn  Las  Vegas  is  a  place  that  thrives  on  pro- 
viding the  ultimate  experience  for  each  individual 
guest,"  says  Chrisann  Flatt,  vice  president  of  hotel 
sales  and  marketing.  "Every  facet  of  Wynn  Las  Vegas 
was  conceived  to  deliver  personalized  service  for  an 
incomparable  guest  experience.  Our  goal  is  to  give 
you  everything  you  need  and  want  before  you  even 
know  what  it  is."  In  keeping  with  this,  every  room  and 
suite  offers  generous  measurements,  from  the 
dimensions  to  the  expansive  floor-to-ceiling 
windows,  all  with  views  of  mountain  landscapes,  a 
tree-lined  golf  course,  acres  of  lakes,  cascading 
waterfalls  and  the  Las  Vegas  Strip. 

The  outdoors  is  integrated  and  invited  into  the 
resort's  astounding  200,000  square  feet  of  meet- 
ing space.  Every  meeting  room  offers  a  terrace 
with  stunning  views,  overlooking  elegant  pools  or 
the  signature  18th  hole.  "At  day's  end,  our  meet- 
ing planners  will  finally  enjoy  their  events  as  much 
as  their  colleagues,"  says  Flatt.  The  innovations 
also  extend  to  the  catering  department,  where 
meals  and  snacks  will  be  designed  to  help  keep 
conference  attendees  alert  and  motivated 
throughout  the  day. 

ELK  MOUNTAIN  RESORT, 
COLORADO 

After  six  years  of  planning  and  construction,  devel- 
opers Michael  and  Thomas  Forman  are  preparing  to 
open  Elk  Mountain  Resort  in  Ridgway,  Colo.,  later- 
this    spring.   The    new    luxury    destination    is 


Choose  Greater  Fort  Lauderdale  for  y< 
pleasure.  With  the  600,000-square  fc 
and  Intracoastal  waters,  pristine  grefj 
provides  just   the   right   climate 
www.sunny.org/rneetingplanneis  <> 
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each  a  perfeet  balance  of  business  and 
i!  Cehter,  miles  of  Blue  Wave  beaches 
outdoor  cafes,  greater  fort  Lauderdale 
nveitlions.  Get  to  the  bottom  line  at 
8634  in  Chiea-o.  (703)  68.4-0456  in  DC. 
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situated  on  275  acres  of  spectacular  mountain 
property  in  southwest  Colorado,  just  40  minutes 
from  Telluride.  Elk  Mountain  Resort  will  combine 
breathtaking  natural  beauty  with  year-round 
outdoor  activities,  five-star  service  and  luxurious 
accommodations  for  executive  groups  of  all  sizes. 

Surrounded  by  pristine  national  forests  on  three 
sides  and  the  14,000-foot-high  peaks  of  the  San 
Juan  Mountains,  Elk  Mountain  Resort  (www.elk 
mountainresort.com)  will  be  comprised  of  21 
luxury  lodge  rooms  and  18  three-bedroom,  two- 
story  cottages  offering  an  array  of  floor  plans.  Each 
of  the  Resort's  46  individual  buildings  is  carefully 
positioned  on  the  heavily  wooded  property  so  that 
each  guest  enjoys  the  perfect  blend  of  conven- 
ience and  seclusion. 

"Elk  Mountain  Resort  features  a  secluded  and 
majestic  mountain  setting  that  many  describe  as 
'the  Switzerland  of  America,'"  says  Thomas  Forman. 
An  almost  limitless  range  of  outdoor  recreational 
opportunities  will  be  offered  at  Elk  Mountain  Resort 
throughout  all  four  seasons  of  the  year,  including 
gourmet  picnicking,  horseback  riding,  rock  climbing 
on  the  custom-designed  30-foot  wall,  hiking,  fly 
fishing,  snowmobiling  in  the  10-acre  snowmobile 
park,  ice  skating  on  the  lake,  cross-country  skiing, 
mountain  biking,  ATV  riding,  tennis  and  paintball. 

ong  Elk  Mountain  Resort's  special  features  is 

the  exclusive  Valhalla  Shooting  Club,  an  elite  facility 

expert  training  and  advice  in  clay  shooting, 

skeet,  trap  and  five-stand.   Professional 

will  provide  hands-on  training  in  marks- 

ifety,  both  for  outdoor  shooting  and 

:  range. 
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Pilates  and  self-defense  classes,  and  a  one-mile 
Swiss  Fitness  trail  with  workout  stations.  When 
ready  to  relax,  guests  can  enjoy  one  of  several 
in-room  or  in-cottage  massages  and  beauty 
treatments.  At  the  center  of  Elk  Mountain  Resort 
will  be  the  two-story  Main  Lodge,  a  common  area 
for  guests  designed  to  evoke  a  nineteenth 
century  hunting  lodge. 

FORT  LAUDERDALE,  FLORIDA 

When  choosing  a  theme  for  a  corporate  meeting 
or  retreat,  the  location  alone  can  dictate  the  best 
possibilities.  "Even  though  people  are  going  to  a 
destination  for  a  business  event,  they  want  to 
participate  in  what  the  destination  has  to  offer  in 
whatever  ways  they  can,"  says  Dennis  Edwards, 
senior  vice  president  of  the  Greater  Fort  Lauderdale 
Convention  &  Visitors  Bureau  (www.sunny.org), 
which  represents  all  of  the  more  than  600  hotels  in 
the  area.  Fort  Lauderdale  and  the  surrounding 
Broward  County  area  are  filled  with  possibilities. 

The  obvious  ones  are  the  beaches,  but  they  offer 
more  than  just  sunbathing.  The  waterways  in  the 
area  provide  countless  opportunities  for  boating, 
which  can  serve  corporate  customers.  Yachts  can 
be  rented  for  anything  from  small  executive  board' 
meetings  to  large  events  for  up  to  500  people. 
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"Not  only  do  you  get  a  chance  to  meet  and 
promote  business,  you  also  have  a  scenic  adven- 
ture," says  Edwards.  The  meandering  waterways 
mean  that  in  some  cases  it's  possible  for  a  boat  to 
pick  people  up  at  a  dock  near  their  hotel  and  take 
them  for  a  cruise  that  includes  lunch,  dinner,  a  meet- 
ing or  a  sunset  cruise. 

For  more  adventurous  events,  the  Everglades  pro- 
vide countless  opportunities  for  off-site  activities.  Some 
examples  of  these  include  a  swamp  safari,  which  cre- 
ates team-building  and  incentive  events  such  as 
swamp  buggy  rides  and  airboat  tours.  Another  popular 
event  is  a  deep-sea  fishing  tournament.  "We've  had 
companies  that  have  rented  up  to  25  different  boats 


that  hold  up  to  six  people  each,"  says  Edwards.  This 
event  is  popular  with  both  novices  and  experts  in  the 
art  of  the  rod  and  the  reel.  The  Greater  Fort  Lauderdale 
CVB  has  also  arranged  a  number  of  beach  competitions 
for  corporate  visitors,  including  volleyball  tournaments, 
sand  castle  competitions  and  other  activities.  "It's  real- 
ly a  great  way  to  kick  off  a  meeting  and  to  get  individu- 
als to  not  only  start  working  together,  but  really  get  to 
know  one  another  as  well,"  he  says. 

After  all,  that's  the  unspoken  goal  of  any  corporate 
meeting.  "It's  ultimately  all  about  team-building," 
says  Edwards.  "Planning  activities  that  suit  and 
challenge  the  conference  attendees  helps  guarantee 
you'll  accomplish  that  goal."  ■ 
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WYNN  LAS  VEGAS 
Know  the  privilege  of  the  new  standard 
about  to  be  set  in  April  2005  by  Wynn 
Resorts.  Imagine  a  resort  that  values 
an  individual's  right  to  experience  life 
fully  and  richly.  Every  facet  of  Wynn 
Las  Vegas  was  conceived  to  deliver 
personalized  service  for  an  incompa- 
rable guest  experience.  You're  invited 
to  exist  on  the  far,  other  side  o1 
mountain,  beyond  the  vision  o' 
masses.  Only  one  name  invites  yc 
to  experience  the  nex, 
innovation:  Steve  Wynn. 
For  more  information,  visit  our  Web 
site  at  www.wynnlasvegas 
call  877-770-7077. 
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GREATER  FORT  LAUDERDALE 

The  reasons  to  bring  your  meeting  to 
Greater  Fort  Lauderdale  are  as  endless 
as  the  golden  sands  that  line  our 
palm-fringed  beaches. These  include 
outstanding  facilities  with  the  newly 
expanded  600,000-square-foot 
Broward  County  Convention  Center, 
and  easy  access  with  585  daily  flights 
to  Fort  Lauderdale/Hollywood 
International  Airport.  In  addition,  we 
33,000  inviting  accommoda- 
olus  year-round  sunshine,  golf, 
top  shopping,  pictur- 
es and  "sunsational" 

lation,  visit  us  at 
j/meetingplanners,  or 
662. 

-  JERFORT  LAUDERDALE 
lality  at  www\sunny.org 


LAS  VEGAS  CONVENTION  AND 
VISITORS  AUTHORITY 

With  a  total  of  more  than  130,000  h 
rooms  available,  Las  Vegas  is  the 
nation's,  if  not  the  world's,  premie 
travel  destination  —  and  a  particula 
favorite  location  for  corporate  meet 
It's  a  city  of  superlatives,  with  a 
newly  expanded  3.2-million-square- 
convention  center,  and  a  total  of 
9  million  square  feet  of  meeting  < 
convention  space.  Despite  the  large 
scale,  businesses  can  find  persor 
service  when  planning  a  meeting  b 
contacting  the  Las  Vegas  Conventio 
and  Visitors  Authority.  For  more 
information,  visit  the  Web  site  at 
www.lvcva.com,  or  call  702-892-0' 


We  work  as  hard  as  we  play 
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Bowie  Redux 

kemember  the  rocker's  bonds,  backed  by  music  royalties? 

tobert  D'Loren  fashions  exotic  debt  based  on  such  intangibles.  Now 
3  wants  to  sell  stocks  in  the  same  mold  I  by  chana  r.  schoenberger 


3ESIDES  ITS  COVETED  VIEW  OF 
Central  Park,  Robert  D'Loren's 
Manhattan  corner  office  boasts  Lu- 
te souvenirs  of  the  dozen  debt  issues  he 
is  orchestrated  for  the  likes  of  fashion 
signers  Bill  Blass  and  Gloria  Vanderbilt, 
ie  Athlete's  Foot  shoe-store  chain  and 
andie's,  purveyor  of  teen  accessory  and 


jeans  brands.  D'Loren's  firm,  UCC  Capi- 
tal, arranged  for  these  companies  to  bor- 
row against  intellectual  property.  The 
bonds  are  repaid  out  of  such  revenue 
sources  as  brand  licensing  fees,  retail  fran- 
chise fees  and  music  royalties. 

UCC's  intellectual-property  securiti- 
zations have  been  sold  only  to  institu- 


Money  &  Investing 


tions,  generally  as  one  massive  bond. 
Such  instruments  are  the  latest  itera- 
tion of  asset-backed  securities  that 
have  been  around  since  the  1970s, 
many  of  them  available  to  individual 
investors  drawing  on  such  tangible 
assets  as  auto  loan,  credit  card  and 
mortgage  receivables. 

But  only  two  dozen  have  been 
tried  in  the  U.S.  with  brands  or 
other  intangible  assets  as  collateral. 
Comfortingly,  none  of  D'Loren's 
bonds  has  missed  a  payment. 

Now  D'Loren  wants  to  bring 
intellectual-property  securities  to 
the  masses,  in  the  form  of  a  pre- 
ferred stock  whose  payout  comes 
from  sources  like  song  lyrics,  burger 
chain  recipes,  movie  rights  and  drug 
patents.  He  aims  to  structure  these 
preferreds  in  such  a  way  that  they 
qualify  for  the  new  15%  tax  rate  on 
stock  dividends.  That  means  the 
issuers  won't  be  able  to  deduct  the 
payouts  as  interest,  so  the  security 
would  be  of  particular  appeal  to  cor- 
porations that  aren't  paying  much 
income  tax  anyway. 

D'Loren  says  he  has  two  distrib- 
utors angling  for  the  business.  And 
given  his  track  record,  there  is  every 
reason  to  believe  these  preferreds 
will  be  available  by  year's  end. 

Because  no  filing  has  been  made 
yet,  we  can't  fully  assess  how  good  a 
deal  these  things  might  be.  His  intel- 
lectual property  bonds  yield  a  half- 
point  more  than  asset-backeds  with 
similar  credit  ratings;  they  are  vul- 
nerable to,  for  want  of  a  better  term, 
fashion  risk.  Unlike  consumer  debt, 
a  basic  part  of  the  economy, 
D'Loren's  intangible  assets  can  fall 
from  favor.  What  would  a  claim  on 
Pat  Boone's  royalties  be  worth  now? 
There  are  some  things  not  to  like  about 
these  securities.  One  is  the  risk  that  insti- 
tutional investors  will  get  the  highest-qual- 
ity receivables  for  their  multimillion-dol- 
lar  instruments  while  retail  investors  are 
stuck  with  second-class  income  streams  for 
their  $25  preferreds.  But  D'Loren  insists 
the  new  securities  will  appeal  to  both  in- 
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stitutions  and  small  investors,  and  all  wil 
pay  the  same  price.  Another  problem  foi 
small-timers  will  be  assessing  the  securi 
ties'  risks  since  no  liquid  market  has  ye 
sprung  up  for  intangibles-backed  bonds! 
says  Richard  Rudder,  a  partner  at  Baker  8 
McKenzie  law  firm  who  has  worked  with 
UCC  on  several  debt  issues. 

On  the  plus  side,  someone  has  sue 
cessfully  tried  D'Loren's  concept  before 
The  Mills  Music  Trust,  launched  in  1964 
owns  the  rights  to  royalties  from  25,00( 
songs  owned  by  record  label  EMI,  includ 
ing  seasonal  favorites  like  "Sleigh  Ride 
and  "Little  Drummer  Boy."  The  mos 
lucrative  copyrights  don't  expire  for  fiv 
years,  and  EMI  is  contractually  bound  t< 
renew  those  copyrights.  The  yield  on  thii 
over-the-counter  stock  is  a  princely  10°/c 
The  stock  has  climbed  from  $25  to  $3 
over  the  past  two  years,  soundly  beatin 
the  market  averages. 

The  most  famous  intellectual  prop 
erty  issue  (one  not  put  together  bt 
D'Loren)  is  that  of  the  Bowie  bonds, 
1997  issue  based  on  David  Bowie's  musi> 
catalog.  The  still-touring  Bowie  is  a  vet 
eran  act,  with  presumably  little  Napste 
piracy  appeal,  and  half  his  revenue  come 
from  publishing  rights,  including  ad  jin 
gles  and  radio  play.  So  his  15-year  bond:, 
yielding  7.9%,  have  never  missed  a  pay 
ment.  Prudential  Insurance  owns  th 
entire  issue.  Judging  by  other  issues  wit 
an  A  rating,  the  Bowie  bonds  should  b 
worth  $59.4  million,  or  8%  above  pa 
according  to  Bowie's  manager,  Williai 
Zysblat  of  RZO  in  New  York. 

A  somewhat  quirkier  IP  stake:  privai 
placements  involving  fractional  shares  < 
the  royalty  stream  from  use  of  the  Listei 
ine  trademark,  which  Pfizer  and  its  pr< 
decessors  have  paid  to  license  since  188 
A  1%  stake  in  the  Listerine  name  pai 
$130,000  last  year,  yielding  around  7%. 

D'Loren's  plan  is  to  have  the  issuer  s 
up  a  trust  to  receive  the  royalty  or  othi 
income  stream  and  pay  it  out  to  investoi 
a  structure  similar  to  a  popular  type  ■ 
Canadian  security  called  an  income  tru; 
In  this  scenario  the  trust  issuing  the  pr 
ferreds  won't  be  controlled  by  the  ma 
company,  so  it  will  be  legally  shielded  fro 
bankruptcy  even  if  the  parent  compai 
files  for  court  protection,  D'Loren  says. 
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What  the 
Doctor  Ordered 

Kris  Jenner  puts  his  emergency  room  training  to  work  picking  drug  and  medical 
stocks  for  the  T.  Rowe  Price  Health  Sciences  Fund  I  by  andrew  t.  gillies 


FLIP  THROUGH  REGULATORY 
filings  for  Onyx  Pharmaceuticals 
and  you'll  learn  that  it  develops 
"innovative  therapies  targeting 
the  molecular  m<  thai 

cause  cancer."  The  tin\  Richmi 
biotech  hasn't  made  .1  din 
and  red  ink  is  all  that  lies  an 
the  forecast  foi  its  bottom  lit 
proposed  drug  to  tr<  ! 
other  cancers — by  bloc1 
chemical  signals  contri 
division  and  the  formatii 

blood  \esseK      looks  prom 
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past  year  Onyx  shares  have  rocketed  from 
$7  to  a  52-week  high  of  $38. 

Finding  moon  shots  like  Onyx,  which 
he  started  buying  when  it  traded  in  the 
teens,  occupies  a  good  chunk  of  Kris  Jen- 
lenner  is  manager  of  the  $1.2 
■  T.  Rowe  Price  Health  Sciences 
His  qualifications:  a  summa  cum 
bachelor's  degree  in  chemistry 
I   >m  the  University  of  Illinois,  a  doctor- 
molecular  biology  from  Oxford 
lit)  and  a  medical  degree  from 
ipkins.  1  le  also  completed  four 
■  urgical  residency  at  Hopkins, 


where  he  learned  how  to  keep  cool  undei 
pressure.  "Nothing  generates  as  much 
emotion  as  pulsating  blood,"  he  says 
recalling  the  gunshot  and  stab  wound: 
that  found  their  way  into  the  Baltimore 
emergency  room  where  he  trained. 

Jenner,  42,  says  that  his  backgrounc 
gives  him  a  much  better  chance  of  sue 
cess  than  most  investors  at  prospecting 
for  medical  outfits,  particularly  specula 
tive  ones  whose  fate  rides  on  one  innov\ 
ative  product.  "The  complexity  or  nu 
ances  of  that  evaluation  are  quit 
significant,"  he  says.  His  investment  feve 
chart  bolsters  his  case.  He  took  over  tfl 
Health  Sciences  Fund  in  January  200C 
after  a  few  years  as  a  biotech  analyst.  Fo 
the  four  years  since,  it  shows  a  total  re 
turn  of  2.8%  annualized,  six  percentag 
points  higher  than  the  S&P  500. 

Jenner  says  he  rarely  uses  stoc 
screens  to  find  investment  ideas;  most  c 
the  smaller  outfits  he  goes  for  are  off  th 
charts  in  terms  of  traditional  measures  c 
value.  Even  Genentech,  a  biotech  "blu 
chip"  with  earnings,  sells  for  a  wild  4 
times  its  cash  flow  (in  the  sense  of  n< 
income  plus  depreciation). 

Instead,  Jenner  bases  his  decisions  o 
an  assessment  of  the  company's  scieno 
the  quality  of  its  management  and  th 
commercial  prospects  for  its  treatment 
as  well  as  its  valuation. 

Neurocrine  Biosciences  fits  Jenner 
bill.  The  San  Diego  firm,  which  specia 
izes  in  treatments  for  diseases  affectir 
the  neurologic  and  endocrine  system 
has  marketing  and  research  relationshi] 
with  industry  heavyweights  Pfize 
GlaxoSmithKline  and  Wyeth.  Jenm 
expects  the  Food  &  Drug  Administratic 
to  give  the  nod  to  indiplon,  Neurocrine  j 
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insomnia  pill  and  most  promising  drug, 
by  the  middle  of  next  year.  If  that 
happens,  he  predicts  sales  of  indiplon 
will  eventually  be  more  than  $1  billion  a 
year  worldwide,  with  around  a  quarter  of 
that  revenue  going  to  Neurocrine.  The 
company's  calendar  2003  sales  were 
only  $138  million,  on  which  it  lost  $30 
million. 

A  much  longer  shot  at  Neurocrine: 
research  on  preventing  the  immune  re- 

Take  Your  Meds 


action  that  destroys  the  pancreas'  in- 
sulin-producing cells  and  causes  type  1 
diabetes. 

Not  all  of  Jenner's  picks  are  little 
biotech  outfits.  One  of  his  fund's  largest' 
holdings — and  one  of  Jenner's  current 
favorites — is  Anthem,  a  $16.8  billion 
(2003  sales)  Indianapolis-based  health 
benefits  manager,  which  last  October  an- 
nounced a  merger  with  WellPoint  Health 
Networks  that  would  make  the  combined 


company  the  number  one  health  insurer 
.  Jenner  expects  Anthem  to  turn  ir 
annualized  earnings  growth  of  15%  ovei 
the  next  few  years.  "You  have  a  ver] 
unusual  combination  here  of  below- aver- 
age valuation  and  above-average  growth,' 
he  says.  The  stock  sells  for  14  times  esti 
mated  earnings  for  the  next  12  months 
compared  with  1 6  times  estimated  earn 
ings  for  the  present  industry  leader 
UnitedHealth  Group. 


Dr.  Jenner  usually  cares  more  about  a  portfolio  prospect's  science  than  he  does  about  its  P/E  ratio. 


Company 


Change 

EPS 

Recent 

from 

projected 

price 

52-wk  low 

growth1 

Prognosis 

Anthem 


$86.31 


50% 


15%  Thumbs  up  on  merger  with  WellPoint;  stock  looks  cheap. 


Invitrogen 


73.65 


163 


18 


Dominant  market  share  in  products  for  molecular  biology  research. 


MGI  Pharma 


51.65 


471 


32 


Doing  "outstanding"  job  launching  chemotherapy  nausea  drug. 


Neurocrine  Biosciences 


57.76 


47 


37 


If  insomnia  pill  indiplon  is  approved  and  a  hit,  stock  could  triple. 


Onyx  Pharmaceuticals 


38.08 


464 


10 


"We  still  think  there's  plenty  of  upside  in  that  stock." 


Prices  as'of  Mar.  2.  'Annualized,  projected  over  next  three  to  five  years.  Sources:  FT  Interactive  Data  and  Thomson  First  Call  via  FactSet  Research  Systems. 
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Have  You  Diversified  Your  Portfolio  With 
Foreign  Exchange  Investments? 

Trading  currency  on  the  Forex  Market  has  proven  to  be  one  of  the  highest  yielding 
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MAKERS  &  BREAKERS 

For  more  financial  stats,  go  to  www.forbes.com/makers. 

No  Fashion  Victim 

IN  A  BUSINESS  NOTORIOUS  FOR  ITS  UPS  AND  DOWNS, 
LIZ  CLAIBORNE  (37,  LIZ)  has  maintained  its  perch  among  the  top 
sellers  of  women's  apparel  and  accessories.  Founded  in  1976  by 
designer  Claiborne  (now  retired),  the  company  has  branched 
beyond  its  signature  line  of  stylish  work  clothing  to  lines  like 
DKNY  casual  apparel,  Lucky  Brand  jeans  and  Enyce  hip-hop 
attire.  The  Liz  Claiborne  brand  itself  now  accounts  for  40%  of 
revenue,  down  from  70%  six  years  ago.  To  foster  creativity 
and  individuality,  each  of  the  company's  36  brands  has  de- 
sign autonomy. 

Credit  a  lot  of  Liz's  success  to  Chief  Executive  Paul  Charron, 
who  came  aboard  in  1994  from  an  unlikely  (for  the  rag  trade) 
background  at  consumer  products  giant  Procter  &  Gamble. 
Charron  did  a  fine  job  setting  up  a  P&G-like  manufacturing  and 
distribution  system  that  increased  efficiency  among  its  250  con- 
tractors. He  stepped  up  acquisitions  and  also  expanded  the 
chain  of  retail  outlets.  He  somehow  did  this  without  alienating 
the  original  vendors,  the  department  stores. 

The  result:  solid  sales  and  profits,  even  amid  troubled  eco- 
nomic times.  Earnings  dipped  only  a  tad  (4%)  in  2000  and  have 


been  growing  nicely  since.  In  2003  they  increased  21%  to1 
$280  million  on  $4.2  billion  in  revenue,  up  14%.  Since  the  last1 
bull  market's  peak  in  March  2000,  the  stock  has  expanded  by 
two-thirds.  A  buyback  of  25%  of  the  shares  has  helped.  And  like 
a  lot  of  Liz's  clothes,  the  shares  are  still  affordable.  At  15  times' 
trailing  earnings  they  are  in  line  with  rivals'  shares. 

Arne  Alsin,  portfolio  manager  of  the  Turnaround  Fund,  has1 
held  the  stock  for  two  years  and  is  buying  more.  He  is  convinced 
that  Liz,  his  fund's  second-largest  holding,  has  much  more  room 
to  prosper.  Its  five-year  average  return  on  capital  of  15%  shows : 
no  sign  of  diminishing. 

— Phyllis  Berman 


T.Rowe  Price.  No-load  funds 

with 

proven 

performance: 

1  year 

5  year 

10  year 

Balanced  Fund 

Lipper  Balanced  Funds  Average 

21.71% 

19.09% 

3.77% 

2.35% 

8.81% 

8.09% 

Blue  Chip  Growth  Fund 

Lipper  Large-Cap  Core  Funds  Average 

29.75% 

25.59% 

-0.32% 

-1.75% 

11.13% 

8.78% 

Equity  Index  500  Fund 

Lipper  S&P  500  Funds  Average 

28.31% 

27.78% 

-0.83% 

-1.12% 

10.76% 

10.64% 

Growth  Stock  Fund 

Lipper  Large-Cap  Core  Funds  Average 

31.23% 

25.59% 

2.23% 
-1.75% 

11.22% 

8.78% 

Spectrum  Growth  rund 

Lip|                   ap  Core  Funds  Average 

34.09% 

29.89% 

3.75% 

2.49% 

9.80% 

9.79% 

Average  annual  total  -eturns  arc  ss  of  12/31/03. 

Mutual  fuii                                            isk,  and  past  performance  can't  guarantee 

future                                                     rmance,  investors  should  consider  both 

Sho: 

for  more  information       ijJmg  r.sK   ' 

performance  inform 

changes  in  principal  vali 

may  be  worth  more  oi 

by  Upper,  more  Hun  j 

Ini    Distributor. 


,  <?quesl  a  land  nolile  or  prospectus:  read  it  carefully  before  investing.  For  updated 

1 ,1'uresenlJlive.  Average  annual  total  return  figures  include 

1 1  and  principal  value  will  vary,  and  shares 

iding  institutional  and  bank  institutional  funds  as  defined 

in  this  study.  (Source  for  data:  Upper  Inc.)  I.  Rowe  Piice  Investment  Services, 
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ARINEMAX  (26.  HZO)  is  the  master  and 
)mmander  of  recreational  boat  dealers, 
rnings    swelled 


Stock  price 


%  to  $19.6  mil- 

m  in  the  fiscal 
:ar  ended  Sept.  30, 
i   sales   of  S607 

illion,  up  12%. 
>r  the  December 
jarter,  typically  a 

w  time,  earnings 
ere  S2  million  versus  a  loss  in  the  year- 

ior  period,  while  sales  rose  60%  to 
157  million. 

With  66  locations  in  15  states, 
larineMax  dominates  a  retail  sector  that 
insists  mostly  of  one-store  dealerships. 
s  nearest  rival,  Travis  Boats  &  Motors,  is 
fourth  its  size.  Raymond  James  &  Asso- 
ates  analyst  Joseph  Hovorka  thinks 
larketing-sawy  MarineMax  is  only  get- 
ng  started.  It  trades  for  18  times  trailing 
imings.  — Tatiana  Sera  fin 


Once  an  obscure  market  for  tree-huggers 
and  hippies,  health  food  has  seen  robust 
sales  amid  mad  cow  scares,  antifat  manias 
and  the  like.  The  leading  wholesaler  for 
this  $32  billion  (sales)  industry  is  UNITED 
NATURAL  FOODS  (48,  UNFI),  whose  first-half 

sales  increased  19%  to  $775  million.  Net 
income  jumped  45%  to  $13.8  million. 

Scott  Van  Winkle, 
analyst  at  Adams, 
Harkness  &  Hill,  sees 
room  for  still  more 
upside.  United  Nat- 
ural is  gobbling  up 
market  share.  It  is  al- 
ready the  supplier  to 
Whole  Foods  Mar- 
ket, the  top  U.S.  health  food  chain.  At  36 
times  trailing  earnings,  it's  expensive.  But, 
says  Van  Winkle,  the  growth  rate  (he  ex- 
pects 26%  a  year  over  the  next  two  years) 
justifies  that  multiple. 

— Susan  Kitchens 


To  billionaire  Paul  Allen,  cable  systems 
are  at  the  center  of  his  "wired  world" 
vision,  where  the  Internet  and  entertain- 
ment meet.  Great  for  his  57%-owned 

CHARTER  COMMUNICATIONS  (5,  CHTR),  right? 

Meanwhile  the  cable  provider  has  refi- 
nanced its  onerous  $19  billion  debt  and 
pushed  into  high-speed  data.  The  stock 
has  quintupled  over  the  past  year. 

But  Michael  A.  Kupinski,  analyst  at 
A.G.  Edwards,  says  sell  this  if  you  own 
it.  Cable  and  high-speed  customers 
are  deserting.  Moneylosing  Charter's 
2003  revenue  grew  6%  while  the  cable 
industry  averaged 
10%.  Still,  Charter  is 
a  bit  costlier:  Enter- 
prise value  (debt  plus 
stock  minus  cash)  is 
11.3  times  operating 
income;  peers:  10.7. 
We  say  short  it;  cover 
at  $3.  — S.K. 


experience    -    independence    -    discipline 


LOW-COST  MUTUAL  FUNDS 


Maybe  it's  time 

to  switch  to  T.  Rowe  Price  for  your  IRA. 

AtT.  Rowe  Price,  we  can  help  you  feel  confident  you've  made  the  right 
choice  for  your  IRA.  We  have  a  broad  selection  of  no-load  funds  that 
have  outperformed  their  1-,  5-,  and  10-year  Lipper  averages  as  of 
12/31/03.  One  reason  these  funds  have  performed  well  overtime  is  our 
consistent,  disciplined  approach  to  investing.  We  are  also  committed  to 
keeping  our  costs  low:  100%  of  our  funds  for  individual  investors  have 
expense  ratios  below  their  Lipper  averages,  and  there  are  no  sales 
charges  or  commissions.* 

Our  Investment  Guidance  Specialists  can  help  you  choose  the 
fund  that's  right  for  your  goals  and  tolerance  for  risk.  If  you  want, 
we  can  even  help  you  open  an  account  or  transfer  your  IRA  right 
over  the  phone. 

Make  your  2003  IRA  contribution  before  the  April  15,  2004,  deadline. 
Call  our  Investment  Guidance  Specialists  to  open  or  transfer  your  IRA. 


TROVtf  EPRICE.COM/fRA 


1-866-542-81  25 


T.RoweRrice 


INVEST    WITH    CONFIDENCE 


Yes,  But  I  By  James  Grant 


Forget  TIPS 


STOCKS,  BONDS  AND  REAL  ESTATE  ARE  NOT  INHER- 
ently  good  or  bad.  What  decides  the  issue  is  price.  At 
today's  prices,  I  believe,  the  Treasury's  Inflation-Pro- 
tected Securities  are  bad.  Constant  readers  will  detect 
a  U-turn.  Three  earlier  installments  of  this  column 
sang  the  praises  of  TIPS. 

No  security  is,  or  ever  was,  perfect,  the  argument  here  ran, 
but  TIPS — at  the  price — offered  more  reward  than  risk.  No 
more.  Today  ten-year  TIPS  offer  an  inflation-proof  yield  of 
1.58%.  As  recently  as  two  years  ago  the  ten-year  fetched  3.5%. 

And  not  only  is  the  rate  lower,  but  also  the  risks  are  higher. 
One  risk  is  that  the  government  will  revise  the  basis  for  calcu- 
lating the  Consumer  Price 
Index.  Alan  Greenspan,  in  his 
Feb.  25  testimony  before  the 
House  Budget  Committee, 
urged  Congress  to  reengineer 
the  CPI  to  produce  a  lower  infla- 
tion rate,  the  better  to  close  the 
federal  budget  deficit. 

TIPS,  you'll  remember,  are 
indexed  to  the  CPI.  The  coupon 
is  set  at  auction  for  the  life  of 
the  bond.  The  principal  is  ad- 
justed for  inflation.  A  rising  CPI 
means  a  growing  sum  of  prin- 
cipal— on  which,  every  six 
months,  is  paid  the  stated  in- 
terest. At  maturity  the  Treasury 
redeems  the  principal,  duly  ad- 
justed. In  no  case  does  the  holder  receive  less  than  par. 

The  ( :iM  is  nobody's  favorite  index.  Many  economists  swear 
it  overstates  the  cost  of  living.  They  lament,  for  example,  that  no 
adjustment  is  made  for  perceived  improvements  in  the  quality 
of  goods  and  Greenspan,  in  his  testimony,  recom- 

mended H  'ii.    placed  by  a  "chained" 


They  no  longer 

protect  against 
rising  prices 

much,  with  the 
inflation-adjusted 
yield  half  of  what 

it  was  in  2002. 

Meanwhile,  the 

CPI  is  bad  at 

gauging  inflation. 


version  that  fc  nsumer  buying  pat- 

terns in  respon  h  a  chain-weighted 


index  been  in  u 
public  debt  would  !>■ 
mention  that  pensio 

and  others  whose  fort! 
be  poorer. 

"Shifting  to  the  chai] 

perhaps  more  fundament  il  s   I 

stio  told  the  congressmen 
whether  quality  improvement  i^ 
would  be  an  important  step. 


Greenspan  testified,  the 
11  than  it  i    He  did  not 

i  wners 
lively 


questio 


study  to  explore  the  merits  oi 
adjusting  the  medical-cost  com- 
ponent of  the  CPI  for  advances 
in  medical  treatment.  If  such  a 
deflator  were  constructed  andi 
put  into  service,  the  growth  rate 
of  the  health  care  component  of 
the  CPI  would  be  significantly 
flattened. 

The  risk  of  the  govern- 
ment's doctoring  the  CPI  may 
appear  remote.  But  whether  oi 
not  the  revisionists  get  their  way,  a  ten-year  TIPS  yielding 
1.58%  offers  scant  protection  against  the  scourge  it  supposedly! 
guards  against. 

Inflation,  after  all,  is  a  matter  of  dollars — an  increase  ir 
the  supply  of  money  not  offset  by  an  increase  in  the  demanc 
for  money.  People  will  say,  "Inflation  is  too  much  money  chas 
ing  too  few  goods,"  but  there's  a  lot  besides  goods  that  toe 
much  money  can  chase:  stocks,  bonds,  houses,  foreign  cur 
rencies,  etc.  The  cause  of  inflation  is  always  the  same,  yet  th 
symptoms  are  ever  changing,  and  TIPS  protect  against  onl 
one  set  of  symptoms. 

They  do  an  indifferent  job  of  even  that.  "Shelter,"  with 
32.9%  index  weighting,  is  the  biggest  component  in  the  CPI  (fo 
perspective,  health  care  is  4.6%).  You  would  suppose  that  th 
levitation  in  house  prices  would  somehow  be  reflected  in  th 
CPI.  It  is  not.  The  Commerce  statisticians,  in  fact,  do  not  mea 
sure  house  prices.  Rather,  they  calculate  the  rental  income  th 
the  owner  of  a  house  would  receive,  were  he  renting  it  out.  The 
call  this  stream  of  income  "owners'  equivalent  rent." 

This  imputed  rent,  with  a  23.4%  index  weighting,  is 
mighty  determinant  of  the  measured  inflation  rate.  And  fc 
most  of  the  past  20  years  changes  in  owners'  equivalent  rei 
closely  tracked  changes  in  house  prices.  Since  1997  the  tw 
series  have  sharply  diverged,  however,  with  house  prices  ra< 
ing  ahead  and  rents  lagging  behind.  According  to  a  study  by 
pair  of  New  York  Fed  economists,  it's  the  rent  number  that 
out  of  step.  The  government's  methodology,  write  the  Ft 
authors,  Jonathan  McCarthy  and  Richard  W.  Peach,  has  faik 
to  reckon  with  the  growth  of  the  upper  end  of  the  rental  ma 
ket.  An  analysis  by  my  colleague  David  Lane  shows  that  C 
growth  over  the  past  year  would  have  been  higher  by  abo 
one  percentage  point  if  the  inflation-counters  had  count* 
house  prices  instead  of  owners'  rent. 

No  surprise  here:  Governments  have  forever  been  better 
making  inflation  than  at  protecting  against  it. 


I'mlei  consideration  at  the  Comma  ,.i  ,  is  a  t'OfDCS 


James  Grant  is  the  editor  of  Grant's  Interest  Rate  Obse, 
Visit  his  home  page  at  www.forbes.com/grant. 
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ming  higher. 

fe's  to  the  head  start.  To  the  will  to  win  through. 

I 

'Deutsche  Bank  we  share  your  passion  to  hit  the 

iund  running,  to  seize  the  opportunity,  to  make  it 
apen. 

what  makes  us  one  of  the  world's  leading  financial 
titutions.  And  it's  why  the  most  demanding  clients 
he  US,  and  around  the  world,  trust  us  to  perform. 

ross  disciplines,  across  regions.  With  absolute 
dication,  leading-edge  insights,  powerful  solutions^ 

}  you  ready? 


mk  of  the  Year' 
R  Awards  2003 


Deutsche  Bank 


sche  Bank  Smirilii 


nt<:rhfi  Rank  AG  conducts  investment  bankina  and  securities  activities  in  the  United  States. 


Absolute  Return  |  By  Lisa  W.  Hess 


Istanbul  Calling 


TURKISH  DELIGHT  IS  A  ROSEWATER-FLAVORED  CANDY 
that  sticks  to  your  teeth.  This  is  not  for  everyone  but 
can  be  a  delectable  morsel  to  a  few.  The  same  goes  for 
Turkish  equities.  Turkey  seems  like  an  odd  place  to 
invest,  given  the  country's  turbulent  past  and  vexing 
present.  Here  is  a  nation  where  the  price  of  breakfast  may 
require  a  negotiation.  But  for  the  venturesome,  now  is  a  good 
time  to  buy  select  Turkish  stocks. 

The  crossroads  of  East  and  West,  a  confusing  and  exhilarat- 
ing mixture  of  cultures,  Istanbul  has  been  a  cosmopolitan  cen- 
ter for  so  long  that  it  thinks  of  the  fall  of  Rome  as  the  loss  of  a 
minor  province.  This  ancient 
and  storied  city  is  home  to  a 
thriving  stock  market  whose 
roots  date  to  the  second  half  of 
the  19th  century.  Helpfully,  no 
restrictions  exist  on  foreign 
investors,  and  the  Turkish  lira  is 
a  fully  convertible  currency,  aid- 
ing foreigners'  stock  purchases. 
Alas,  the  lira  trades  at  1,320,000 
to  the  dollar,  making  a  calcula- 
tor an  essential  part  of  any 
Turkish  investment  decision. 

The  important  point, 
though,  is  that  this  is  an  eco- 
nomic system  on  the  mend. 
Long  besieged  by  rampant  in- 
flation and  political  chaos, 
Turkey  saw  its  prospects  im- 
prove dramatically  in  November  2002  when  Recep  Erdogan's 
anticorruption  AK  party  won  363  of  550  parliamentary  seats. 
Prime  Minister  Erdogan's  new  party,  with  its  blend  of  democ- 
racy and  '  is  set  about  making  Turkey  into  a  welcome 
environment  for  American  and  other  Western  investors. 

Turke    i  start.  This  now -politically-stable 

country  has  enten  characterized  by  falling 

inflation,  lowi  thening  currency,  a  grow- 

ing economy  and  ock  market.  Inflation  has  dro] 

to  a  34-year  low  - 

:  1003  down 


Turkey,  long  a 

swamp  of  corrupt 

politics  and  rotten 

economics,  is 

turning  around 

under  a  new 

leader.  Inflation 

and  interest  rates 

are  down.  There 

are  good  stocks. 


overnight  rates  s< 
to  26%  in  [anuai 

(its  nadir  ol    I 

war).  Finally,  its  high 
ingal  a  rate  between  -I' ', 

Although  Erdogan  k<> 
run-up  to  the  Iraq  war,wh 
..ess  to  invade  from  the  ru   th,  he 


West  and  adapting  economic  i    .mis 
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practices.  This  longtime  NATO 
stalwart  will  probably  be  in  the 
European  Union  in  a  couple  o 
years.  Its  candidacy  is  made 
possible  by  Erdogan's  efforts  t 
help  end  the  40-year  nightmar 
struggle  between  Turks  an 
Greeks  on  Cyprus.  Under  thes< 
circumstances  it  is  not  surpris-J 
ing  that  the  Turkish  market,  as' 
measured  by  the  Istanbul  Stock' 
Exchange  National  100  index, 
has  rallied  by  71%  since  Erdogan's  party  took  power.  That  com- 
pares favorably  with  27%  for  the  S&P  500,  or  25%  for  the  Dow 
Jones  industrial  average.  Although  Turkey's  central  bank  per- 
ceives the  currency  to  be  overvalued  and  has  intervened  re- 
cently to  slow  its  rise,  equity  investment  by  foreigners  is  steadily 
increasing.  In  January  such  outside  investments  came  to  $8.7 
billion,  versus  $3.9  billion  in  January  2003. 

Only  one  Turkish  stock  has  American  Depositary  Receipts 
trading,  which  means  you  typically  have  to  buy  large  amounts 
($25,000  and  up)  and  pay  stiff  commissions  (around  3%).  Nev4 
ertheless,  some  Turkish  stocks  are  definitely  worth  the  transac- 
tion costs. 

I  have  three  in  mind,  for  which  I  will  quote  prices  of  1,0004 
share  lots,  in  U.S.  dollars.  Always  remember  to  check  your  dec-c 
imal  places  in  Turkey.  Isbank  (4.50,  ISCTRTI)  is  the  largest  privately 
owned  bank  in  Turkey,  with  statistics  and  ratios  that  would  do 
any  U.S.  lender  proud.  Isbank  has  a  market  capitalization  of 
$6.4  billion,  a  trailing  price/earnings  ratio  of  14  and  a  6.3%  net 
interest  margin.  The  bank  has  steadily  increased  asset  quality  by 
boosting  its  reserve  for  nonperforming  loans.  Of  all  Turkey's 
banks,  this  should  do  best  in  an  improving  economy. 

Koc  Holding  (5.60,  kchol  ti)  is  a  conglomerate  with  tentacles 
reaching  into  all  areas  of  consumer  activity,  including  cars,  tex- 
tiles, food  processing  and  securities  brokerage.  The  market  cap 
of  just  under  $4.4  billion  is  23  times  trailing  earnings.  While  not 
cheap  as  gauged  by  traditional  valuation  metrics,  Koc  may  be 
the  best  way  to  get  in  on  rising  Turkish  living  standards. 

AK  Enerji  (5.40,  akenr  ti)  is  an  electrical  utility  in  the  process 
of  shifting  from  a  co-op  provider  to  a  free-market  electricity 
seller  to  the  national  grid.  The  market  cap  of  $330  million  is  1.3 
times  sales,  1.4  times  book  and  23  times  earnings.  Over  the  pasi 
two  years  its  sales  have  grown  at  a  35%  annual  rate. 

That  said,  I'd  steer  away  from  the  closed-end  Turkish  Invest- 
ment Fund,  which  has  a  much  broader  portfolio.  Its  big  run-up 
127%  to  $10  in  the  past  12  months,  is  unsustainable.  t 
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Lisa  W.  Hess  is  a  New  York  money  manager. 
Visit  her  home  page  at  www.forbes.com/hess. 
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W&ocllands 

Reaches  Critical  Mass 

As  New  Urbanism  Takes  Root 


Surrounded  by  a 
lush  forest  and 
stately  homes, 
Watervale  Lake  is 
one  of  many  bodies 
of  water  within 
The  Woodlands  area. 


ake  no  mistake:  the  developers  of  The  Woodlands,  one  of 
e  nations  most  successful  master-planned  communi- 
ties, can  see  the  forest  for  the  trees.  And  through  the  for- 
they  see  professional  commercial  office  buildings,  urbane  retail,  residential  lofts  and 
wnstones,  cultural  and  entertainment  venues,  a  thriving  convention  center,  parks 
d  public  green  spaces  making  up  a  high-density  mixed-use  Town  Center.  The  cen- 
piece  linking  all  this  together  is  The  Woodlands  Waterway®,  a  $40  million,  1.25- 
le  transportation  corridor  and  linear  park.  The  Woodlands  boasts  one  of  the  hottest 
mmercial  building  markets  in  Houston  and  accounted  lot  almost  a  third  of  all  office 
nstruction  in  the  city  during  the  last  office  boom 

Three  of  the  world's  top  architecture,  landscape  and  urban-design  planners  — 
lose  combined  client  list  includes  Sony  Imagewoi  ki .  the  2008  Beijing  Olympics, 
ston  Seaport,  Johns  Hopkins  University,  Disney  Studios,  IBM  Corporation, 
:Donald's  and  Henry  Moore  Gardens  —  have  I  ttified  to  work  on  the  Town 

nter  project.  Sasaki  Associates;  Cooper,  Robertson  &  Partners;  and  Street-Works 
:  giving  Town  Center  its  new  look  and  personal ity.  Collectively,  the  three  design 
werhouses  have  created  some  of  the  most  copied  urban,  pedestrian-scaled  devel- 
ments.  Award-wining  designs  and  legendary  thinking  have  led  the  three  firms  to 


The  Woodlands 

www.  thewoodluiKls.com 
281-719-6100 


The  Woodlands  is  a  project  ol 


rongst  the  trees 
The  Woodlands, 

^s^^~~Jf-^  Texas,  just  a 
25-minute  drive  from  the  Bush 
Intercontinental  Airport  in  Houston, 
is  The  Woodlands  Town  Center,  a 
downtown  full  of  corporate  business, 
retail  shops,  restaurants,  hotels  and 
more.  And  it  is  still  in  development. 

Currently,  millions  of  people 
visit  hundreds  of  businesses  in 
The  Woodlands  Town  Center  each 
year  for  business,  shopping,  dining 
and  entertainment. 

At  the  heart  of  The  Woodlands 
Town  Center  is  the  Town  Center 
Improvement  District  (TCID),  a  special 
purpose  district  created  in  1993  by 
the  Texas  Legislature  as  a  local  govern- 
mental agency  whose  mission  is  to 
promote,  develop,  encourage  and 
maintain  economic  development  for 
the  public  benefit  of  The  Woodlands 
downtown  area. 

TCID  is  the  catalyst  facilitating 
economic  growth,  while  at  the  same 
lime,  preserving  the  quality  of  life  that 
makes  this  area  a  premier  destination  for 
exciting  and  memorable  experiences. 

Town  Center's  investment 
potential  is  driving  the  development 
of  a  vibrant  business  and  retail 
experience,  providing  the  combination 
of  a  corporate  address  in  a  pedestrian- 
friendly  atmosphere    The  versatility 
of  spaces  gives 
Center  a  distil  ctivi 
seen  in  somi  m 

For  more  infor 
www.tow 
TCID  todav 
info@towi 
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The  Woodlands  Mall  —  Recently  ren- 
ovated and  home  to  high-end  retail- 
ers  including  Williams-Sonoma,  Pot- 
tery Barn  and  Anthropologic.  The        E| 
wide-open  space  and  variety  of  fabu- 
«  ft   lous  retailers  make  for  a  pleasant 
"  shopping  experience  all  around! 


design  public  spaces  where  people  want 
to  be,  integrating  design  elements,  land- 
scapes and  well-thought-out  urban  plan- 
ning that  give  a  community  an  identifi- 
able presence  that  is  unique  to  each. 

Sasaki's  clients  range  from  the  private 
and  public  sectors,  including  The  Irvine 
Company,  Rancho  La  Costa,  Mondavi 
Winery,  Reebok  International,  Volvo  of 
America,  the  U.S.  Government  and  cities 
across  the  country.  Equally  impressive 
is  Cooper,  Robertson  &  Partners'  list: 
Museum  of  Modern  Art,  Sony 
Imageworks,  Boston  Seaport,  Yale 
University  and  Brooklyn  Botanic  Garden. 
Street-Works  has  executed  urban  plan- 
ning and  design  for  a  number  of  leg- 
endary master-planned  communities,  a 
few  of  which  include  Bethesda  District, 
Reston  Town  Center  and  Santana  Row. 

Originally  built  in  1974  by  Houston 
oilman    and    entrepreneur,    George    P. 
Mitchell,  The  Woodlands  was  one  of  the 
first  master-planned  communities  in  the 
Houston   area.    Mitchell   looked   to   the 
future  and  saw  more  than  a  bedroom  com- 
munity surrounded  by  dense  forest.  Tint  t\ 
years  and  $7.5  billion  later,  his  vision- 
turned-reality  is  a  community  that  boasts 
million  square  feel  of  office  space.  6 
of  retail,  7  3  million  of  institution 
cal  and  more  than   1,200  busi- 
ly -  10  000  people. 

000  acres  ol  fores!  have 

maged   to  allow  for  a 

thro  in  nunity  located  27  miles  from 


Houston,  the  nation's  fourth-largest  cill 
And  just  25  minutes  from  the  George  Busi 
Intercontinental  Airport  —  gateway  to  tb 
world's  financial  and  business  markets 
single-family  homes,  town  homes  and  cor. 
dos  make  up  the  neighborhood  commurt 
ties  that  are  divided  into  eight  villages  an 
home  to  75,000+  residents.  Home  prio( 
range  from  $100,000  to  well  over  $3.5  mi! 
lion.  The  Woodlands  offers  strict  dee 
restrictions,  93  parks,  123  miles  of  hili 
and  bike  paths,  top-ranked  schools,  worlr 
class  golf  courses  designed  by  Arno 
Palmer,  Jack  Nicklaus  and  Gary  Playc 
plus  a  Tournament  Players  Course  . . .  an 
of  course,  the  ever-present  forest. 

The  Woodlands  has  long  establish) 
its  place  on  the  elite  list  of  master-plannt 
developments  in  the  country  and 
home  to  a  range  of  top  U.S.  compani 
and  widely  acclaimed  businesses,  inclu 
ing  Anadarko  Petroleum  Corporatio 
Chevron  Phillips  Chemical  Compai 
and  CB&l.  The  Woodlands  Operatii 
Company,  L.P,  a  partnership  of  Morgi 
Stanley  and  the  Rouse  Company,  is  join 
in  its  efforts  to  continue  the  growth  of  ti 
area  by  the  Town  Center  Improveme 
District  (TCID).  Created  by  the  Tex 
Legislature  in  1993,  the  TCID's  missio 
to  promote,  develop,  encourage 
maintain  economic  development  ol  T 
Woodlands'  downtown  area.  The  Distr 
works  very  closely  with  area  businesses 
assist  in  elevating  the  region's  econon 
viability.  TCID  is  a  key  player  in  the  buil 


ADVERTISEMENT  3 


f  Town  Center  and  making  it  a  pro- 
ft  and  long-lasting  attribute  for  the 

In  addition.  Montgomery  County, 
i  The  Woodlands  is  located,  offers 
ggressive  tax-incentive  program 
ned  to  provide  valuable  financial 
tives  for  companies  moving  here, 
he  heart  and  soul  of  The  Woodlands 
ecome  Town  Center,  which  encom- 
s  The  Waterway,  Market  Street  and 

Woodlands  Mall,  Town  Green, 
rway  Square,  The   Cynthia  Woods 

ell  Pavilion,  The  Woodlands 
rwa\  Marriott  and  Convention 
er™  and  Tinseltown  Cinema,  con- 
d  b\  easy-to-access  intersecting 
s  and  a  waterway  system,  A  total  ol 
)ridges,  each  featuring  distinctive 
tectural  designs,  crisscross  The 
rw.u  at  various  street  junctures.  By 
004.  from  various  locations  in  Town 
er,  one  can  hop  on  a  natural-gas- 
red  trolley  or  glass-enclosed,  air- 
tioned  water  taxi  or  lake  a   short 

to  signature  office  spaces,  restau- 

health  clubs,  entertainment  venues 
ilentiful  green  spaces.  The  addition 
aterwav  Square,  a  European-style 
al  plaza,  ideal  for  people  watching, 
g,  shopping  and  entertainment,  will 
r  the  Town  Center.  Small  cafes, 
irants  and  urban  residential  with 
s  in  mixed-use  buildings  will  round 
te  bustling  environment. 
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Golfers 
stroll  toward  the 
clubhouse  after  18 
holes  on  the  tree- 
lined  greens  of 
Carlton  Woods  golf 
course,  designed 
by  world-famous 
golfer.  Jack 
Nicklaus.  Carlton 
Woods  clubhouse 
includes  five 
restaurants,  spa 
facilities  and  a 
wine  room. 


XT 


The  original  plan  for  Town  Center, 
which  is  fronted  by  one  of  The 
Woodlands'  major  boundaries,  IH-45N  — 
the  main  artery  that  links  Houston  to 
Dallas  and  sees  over  200,000-plus  vehi- 
cles daily  —  was  sketched  out  on  a  scrap 
of  paper  32  years  ago  and  has  evolved  into 
The  Woodlands  Town  Center  with  more 
than  1,500  acres  of  office  buildings,  retail 
establishments,  residential  and  entertain- 
ment facilities. 

Mitchell's  vision  to  keep  this  area  for 
eventual  office  and  retail  spaces  was  hard 
to  fathom  when  he  was  mapping  out  his 
dream  from  the  seat  of  a  low-flying  heli- 
copter. What  he  saw  as  the  final  chapter 
for  The  Woodlands  has  become  a  model 
for  new  urbanism  as  it  moves  to  fruition. 

Carefully  integrated  groupings  of 
spaces  will  allow  this  very  pedestrian- 
friendly  place  to  come  alive  by  combining 
office,  retail  and  residential  properties  to 
maximize  land  use.  Town  Center  and  The 
Waterway  will  serve  as  a  magnet  to  busi- 
nesses and  neighborhoods.  This  hub  of 
activity  will  drive  The  Woodlands'  devel- 
opment at  each  end.  High  visibility  afford- 
ed to  businesses  that  locate  along  The 
Waterway  will  provide  a  prominent 
address  in  a  desirable  atmosphere.  It  is 
not  hard  to  reason  that  this  new  genera- 
tion of  The  Woodlands  will  continue  to 
set  the  standard  in  multipurpose  develop- 
ments. Additional  residential  units  in  and 


le  road  to  success  is 
lined  with  majestic 
pines.  Rising  above 
the  pristine  forest  known  as  The 
Woodlands,  Texas,  and  anchoring  The 
Waterway,  an  evolution  of  dining, 
entertainment,  shopping  and  urban 
living,  The  Woodlands  Waterway 
Marriott  Hotel  and  Convention  Center 
is  a  destination  within  a  destination. 

Establishing  a  tradition  of  excellence 
for  the  business  traveler  and  leisure 
guest,  the  true  mission  of  The 
Woodlands  Waterway  Marriott  is 
meeting  success  through  successful 
meetings.  Able  to  accommodate  a 
Board  Meeting  for  ten  or  a  convention 
with  190  exhibit  booths,  The 
Woodlands  Waterway  Marriott  pro- 
vides the  location,  the  product  and  the 
spirit  to  serve  to  guarantee  both  per- 
sonal and  professional  success. 

For  more  information  on  The 
Woodlands  or  The  Woodlands 
Waterway  Marriott,  contact  Brad 
McCreedy  at  (281)  681-5602 
or  visit  our  Web  site  at 
marriott.com/HOUMW,  your 
road  to  success. 


Harriott 

THE  WOODLANDS 
WATERWAY  HOTEL  & 
CONVENTION  CENTER 
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International, 
the  worlds 
largest  corporate  trading  company, 
is  proud  of  its  involvement  every  year 
at  the  Super  Bowl  with  NFL  Alumni, 
Caring  for  Kids  and  NFL  Charities. 
We  believe  true  corporate  citizens 
know  the  importance  of  giving  back 
to  the  community.  Since  employees, 
clients  and  vendors  live  in  our  nation's 
neighborhoods,  it's  important  for 
corporate  America  to  make  our  com- 
munities better,  safer  and  healthier. 

That's  why  the  self-contained 
community  of  The  Woodlands 
provided  the  perfect  backdrop  for 
highlighting  the  work  done  by 
Caring  for  Kids  and  NFL  Charities. 

Besides  being  proud  of  our  long- 
running  title  sponsorship  of  the 
NFLAs  Supei  Bowl  of  Golf  Showcase, 
Active  Ini  rial,  through  our 

Sports  i  larketing  Division 

and  our  i  foundation 

Can-  tkc 

a  donatio  ai 

yeai  sNFl  |  tinner 
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around  Town  Center  include  an  array  of 
choices  from  single-family  homes  in  the 
new  East  Shore  neighborhood  that  will 
anchor  The  Waterway  to  the  west  and  con- 
dos,  lofts  and  brownstones  that  have 
sprung  up  along  The  Waterway.  These  new 
home  choices  provide  a  sophisticated, 
urbane  lifestyle  for  singles,  families  and 
empty  nesters  —  many  of  whom  are  now 
moving  out  of  estate-style  homes  and  into 
The  Waterway's  lofts  and  townhomes. 

The  Woodlands  and  Town  Center 
have  a  range  of  office  buildings  that  offer 
a  productive  work  environment  in  a  set- 
ting that  cannot  be  duplicated.  From 
build-to-suit  or  speculative  buildings,  the 
additional  urbane  product  slated  in 
future  construction  plans  shares  the  com- 
munal spirit  of  Town  Center  and 
Waterway  Square.  Businesses  will  enjoy  a 
human-scaled  street  presence  that  is  retail 
and  pedestrian  driven,  not  solely  corpo- 
rate, and  gives  businesses  a  competitive 
edge  in  providing  unconventional  office 
space  with  versatile  multipurpose  centers 
for  entertainment  and  play. 

All  the  features  of  Town  Center  and 
The  Waterway  have  been  carefully 
planned  to  enhance  the  value  of  The 
Woodlands.  Office,  retail  and  residential 
properties  go  for  a  premium,  and  the  new 
dimension  provided  by  this  stage  of  the 
development  has  struck  a  chord  with 
businesses  that  are  being  attracted  to  the 
area.  The  expansion  of  The  Woodlands 
Mall  has  paid  off  in  bringing  in  such 
dynamic  and  upscale  new  tenants  as 
Pottery  Barn,  Williams-Sonoma, 
Anthropologic  and  Pottery  Barn  Kids, 
according  to  mall  owner  General  Growth 

!  ri  tics,  Inc.  The  addition  adds  anoth- 
er 100,000  square  feet  to  the  mall  that 
anchors  one  end  of  the  new  Waterway 

ter  taxis  will  unload  passengers  at  a 

ling  lined  In  restaurants  with  open-air 
ating  overlooking  the  water.  Many 

the  country^  most  popular  and  prof- 
itable i  turants  are  taking  up  residence 
along  tin.  section  ol  The  Waterway:  PF 
Chai  i  i  heesecake  l  actory,  Panera 


A  mix  of  residential,  retail  and  com- 
mercial. The  Waterway  is  the  new  c< 
of  The  Woodlands  from  which  every 
thing  else  will  flow.  Cafes,  shops,  lot 
and  brownstones  line  the  water,  off« 
ing  an  alternative  to  The  Woodlands 
larger,  more  traditional,  properties. 
Water  taxis  zip  residents  to  and  fron;  I 
work,  dinner  or  a  big  night  out  at  or 
of  The  Woodlands'  many  hotspots. 


Bread,  Rockfish  Seafood  Grill  i 
Fleming's  Prime  Steak  House  and  W 
Bar.  Just  adjacent  to  the  mall  lies  Mat 
Street,  a  450,000-square-foot  retail  cei 
across  from  The  Cynthia  Woods  Mitel 
Pavilion,  The  Woodlands'  wid 
acclaimed  venue  for  blockbuster  cona 
that  have  featured  the  likes  of  Elton  Jd 
Tina  Turner  and  Cher.  The  pavilion  s 
acts  as  the  summer  home  of  the  Hous 
Symphony.  Market  Street's  Web 
lists  such  future  tenants  as  Cen 
Market/HEB  grocery,  Chipotle,  Bon 
Books  and  Music,  and  Cafe  Express. 

The  Woodlands  has  earned  its  rept 
tion  as  a  sophisticated,  master-plan 
community  that  has  grown  with  the  ti 
and  is  rising  to  meet  the  needs  of  b 
nesses   and   residents   seeking  walk 
public  spaces  that  offer  social  network 
Town  Center's  solid  investment  potei 
is  driving  the  development  of  a  vib 
business  and  retail  experience,  provu 
the  combination  of  a  corporate  add 
in  a  pedestrian-friendly  atmosphere, 
versatility  of  spaces  provided  by 
Center  gives  The  Woodlands  a  distin 
individuality   not   seen   in   some   m 
cities.  It's  here  that  the  marriage  o 
natural  beauty  of  the  forest  and  an  e 
gene   and   welcoming   business   dis 
makes  perfectly  good  business  sense 
advantage  that  can't  be  beat.  • 


Fixed-Income  Watch  |  By  Richard  Lehmann 


"unds  for  a  Tough  Market 


MEREST  RATES  ARE  SURE  TO  RISE  SOMEDAY.  IT  IS  A 
matter  not  of  if  but  of  when.  My  advice  for  the  coming 
period  of  uncertainty  in  fixed  income  is  to  buy  closed-end 
preferred  funds.  They  offer  good  yields  with  lower  sensitiv- 
ity to  interest  rate  fluctuations  than  bonds. 
I  wish  I  could  tell  you  exactly  when  rates  will  head  up,  but  I 
not.  No  one  can.  If  you  knew,  you  would  stay  fully  invested 
til  just  before  they  did,  then  sidestep  a  decline  in  prices  by 
ing  to  cash.  Wishful  thinking. 
In  the  absence  of  clairvoyance  about  interest  rates,  what  is 
best  strategy?  The  bears  are  cowering  in  cash.  The  problem 
that  money  market  yields  are  about  1%.  After  inflation  and 
tes,  you  are  losing  money.  This  would  be  an  acceptable  defen- 
e  strategy  for  a  few  months,  but  not  for  a  few  years. 
My  answer  is  entirely  different.  I  favor  preferreds  that  are  of 
mewhat  less  than  top  quality  and  that  trade  at  a  premium 
cause  they  have  high  coupons.  These  offer  good  yields  and 
less  sensitive  than  other  fixed-income  securities  to  rate  rises, 

Closed-End  Preferred  Funds 


defensive  plays  for  a  modest  rate  shock:  funds  that  own  corporate  preferreds. 


:und/ticker 


Premium  or 

Recent 

discount 

Expense 

price 

toNAV 

ratio1 

laherty  &  Crumrine/Claymore  Pref  Secs/FFC  $27.01 


5.7% 


John  Hancock  Preferred  Income  2/HPF 


25.80" 


-1.5 


<luveen  Preferred  &  Convertible  Inc  2/JQC 


14.89 


-2.4 


<luveen  Quality  Preferred  Income  2/JPS 


16.07 


-1.0 


:s  as  of  Feb.  29   Expense  ratios  exclude  interest  costs.  Sources:  Upper:  Forbes. 


age,  including  an  8%  cash  divi- 
dend, according  to  fund  tracker 
Lipper. 

Below  I  append  a  brief  rec- 
ommended list.  The  Flaherty  & 
Crumrine  closed-end,  for  exam- 
ple, holds  Public  Storage  perpet- 
ual preferreds  with  a  7.625% 
coupon.  At  a  recent  price  of  $27, 
the  preferred  yields  7%  currently 
and  5%  to  a  possible  call  in  2007. 
The  fund  amplifies  this  return  by 
buying  on  margin  (against  $1.1  billion  of  net  assets,  the  fund  has 
$542  million  in  short-term  debt).  With  a  borrowing  cost  of  1.2%, 
the  fund  has  a  3.8-percentage-point  positive  spread  on  such  a 
preferred  bought  with  borrowed  money. 

Buying  preferred  stock  on  margin  is  not  without  risk.  Fund 
investors  would  lose  if  the  storage  company  got  into  financial 
trouble  or  if  short-term  rates  shot 
up  above  5%.  I  don't  think  either 
calamity  is  likely.  On  the  other 
hand,  I  think  a  rise  in  interest  rates 
of  a  point  or  two  in  the  next  three 
years  is  a  very  real  possibility.  In  that 
case  these  margined  Public  Storage 
shares  would  hold  up  pretty  well.  If 
the  shares  get  called  in  three  years, 
the  fund  would  simply  use  the  pro- 
ceeds to  retire  its  borrowed  money. 
If  they  don't  get  called  for  a  while, 
the  fund  would  collect  that  fat 


Yield 


1.01% 


7.9% 


1.01 


8.4 


0.89 


7.9 


0.95 


7.9 


part  because  they  are  likely  to  be  called  in  a  few  years.  One       7.625%  coupon  for  longer  than  it  bargained  for. 


k>d  way  to  own  these  preferreds  is  through  a  closed-end  fund. 
'  Whatever  you  do,  stay  away  from  open-end  bond  funds. 
hese  funds  know  how  to  make  money  when  rates  are  falling. 
bwever,  the  dynamics  change  dramatically  when  rates  start  to 
k.  They  face  net  share  redemptions  as  investors  begin  pulling 
pt,  forcing  them  to  sell  holdings  into  a  market  where  most  of 
e  other  participants  need  to  do  the  same  thing. 

Closed-end  funds,  in  contrast,  have  a  fixed  number  ol  shares 
ntstanding  that  are  not  redeemed.  These  trade  like  common  stock 
a  price  that  tracks  the  value  of  their  portfolio,  generally  within 
ro  either  way.  Such  funds  don't  face  a  dilution  of  their  return  by 
rw  investors  buying  in,  nor  does  a  large  exodus  of  im  e 
pt  their  portfolio  strategy,  which  includes  using  leverage. 

Closed-end  preferred  funds  until  recently  barely  existed. 
ley  now  number  27,  with  combined  assets  of  $]_7  oiiiiun.  The 
tegory  turned  in  a  terrific  performance  last 
jar,  delivering  a  26%  market  return  on  aver- 


Are  long  Treasury  bonds  safer?  Not  in  this  scenario.  If  rates 
climb  2  percentage  points,  you  could  lose  25%  on  one  of  those. 
Advice  to  buyers  of  closed-ends: 

•  Watch  your  costs.  Don't  buy  funds  with  annual  expenses 
(not  counting  interest  costs)  much  above  1%.  Be  wary  of  paying 
a  big  premium.  The  Flaherty  fund's  5.7%  excess  of  price  over  net 
asset  value  is  at  the  high  end  of  the  range  I  consider  acceptable. 

•  Note  that  little  or  none  of  these  payouts  qualifies  for  the 
new  15%  tax  rate  on  stock  dividends,  since  the  money  is  mostly 
coming  from  interest  income. 

•  Don't  confuse  the  current  yields  on  these  funds  with  the 
"yield  to  maturity"  of  a  Treasury  bond.  If  that  Public  Storage 
preferred  does  get  called,  you're  earning  only  5%  on  it,  minus 
the  fund's  expenses,  plus  any  benefit  from  buying  on  margin. 
You  might  or  might  not  earn  the  7.9%  current  yield. F 


?orbes 


Richard  Lehmann  is  editor  of  the  Forbes/Lehmann  Income  Securities  Investor. 
Visit  his  home  page  at  www.forbes.com/  lehmann. 
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Health 


Brain 
Repair 

Biotech  firms  bet  against 
the  odds  to  craft  a  badly 
needed  new  stroke  drug. 

BY  ROBERT  LANGRETH 

|  HE  DRUG  INDUSTRY  HAS  A  DISMAL 

track  record  against  stroke,  the 

nation's  third-biggest  killer.  At 

least  20  antistroke  compounds 

have  entered  large  human  trials  in 

recent  years  after  promising  lab 
results,  but  only  one,  Genentech's  clot-buster 
Activase,  has  made  it  to  the  market.  Even  so,  its 
effects  are  limited,  and  it  is  rarely  used.  Almost 
all  of  the  rest  have  proven  ineffective  or  even 
dangerous. 

Faced  with  such  long  odds,  some  drug 
firms  have  given  up.  A  handful  of  determined 
biotech  companies  plug  on,  determined  to 
learn  from  all  the  failures  and  find  a  com- 
pound that  works.  The  need  couldn't  be  more 
urgent:  700,000  Americans  suffer  strokes  each 
year,  leading  to  160,000  deaths  and  $51  billion 
in  disability-related  costs.  "A  ncuroprotectant  drug  that  actually 
works  will  have  a  profound  impact  on  society,"  says  neuroscien- 
tist  Corey  Goodman,  chief  executive  of  Renovis,  which,  in  con- 
junction with  AstraZeneca,  is  testing  a  drug  it  hopes  will  fill  the 
bill.  "The  first  drug  that  has  any  effi  ;  even  very  small,  will  get 
used  a  lot,"  says  Wade  Smith  and  neurovascular 

stroke  specialist  at  the  Uniw I        of<  San  Francisco. 

The  biggest  reason  for  all  the  i  is  the  brief  win- 

dow of  opportunity  to  help  stroke  victims.  of  sixstrokes 

are  ischemic,  meaning  that  th  au  «d  >t  that  tem- 

porarily blocks  blood  How  to  (  .  ra  in  ■  rarer  stroke 

variety  is  caused  by  brain  hemon  .  mi    bemicattack, 

a  core  of  brain  cells  at  the  cent,  r  cted  region  dies 

quickly.  The  damage  spreads  to  sun  ■,-  the  next 
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several  hours,  hastened  by  a  toxic  biochemical  cascade.  Doctors 
have  at  most  six  to  eight  hours  to  stop  the  cascade,  says  UMass 
Memorial  Medical  Center  neurologist  Marc  Fisher.  If  they  act 
too  late,  even  a  partial  recovery  will  be  impossible.  "The  basic 
concept  is:  Time  is  brain.  The  longer  you  wait,  the  less  salvable  tis- 
sue there  is,"  says  Dr.  Fisher. 

Many  firms,  hoping  to  get  broad  marketing  claims  for  their 
drugs,  doomed  themselves  by  testing  their  compounds  in 
humans  six  or  more  hours  after  stroke  onset,  even  though  the 
drugs  had  worked  only  within  a  two-hour  window  in  animal 
tests.  Genentech's  Activase,  also  known  as  tissue  plasminogen 
ac  trvator,  is  approved  for  use  only  up  to  three  hours  after  stroke. 
I  ess  than  5%  of  patients  arrive  at  the  hospital  in  time  to  use  it. 

Firms  testing  the  new  wave  of  stroke  treatments  aim  to  boost 


their  odds  of  helping  more  patients  by  finding 
compounds  that  act  later  in  the  toxic  chemical 
cascade,  perhaps  six  hours  after  a  stroke. 

Biotech  firms  are  pursuing  two  basic  strate- 
gies. One  is  to  pair  a  better  clot-buster  with  a 
technique  for  selecting  patients  most  likely  to 
benefit  from  it.  German  biotech  startup  Paion 
has  been  shepherding  through  trials  a  genetically 
engineered  version  of  a  protein  called 
desmoteplase,  tound  in  the  saliva  of  vampire 
bats.  The  winged  mammals  use  it  to  keep  their 
prey's  wounds  open  as  they  suck  blood.  Paion 
recently  unveiled  results  of  a  midstage  trial  that 
took  advantage  of  a  new  imaging  method,  called 
diffusion-perfusion  MRI,  to  pinpoint  patients 
best  suited  to  receive  the  drug  up  to  nine  hours 
after  a  stroke.  The  MRIs  can  tell  how  much  brain 
tissue  can  be  saved,  and  those  patients  with  irre- 
versible damage  don't  get  the  drug.  Among  the 
102  patients  in  the  trial,  60%  of  those  who  got 
the  highest  safe  dose  avoided  severe  disability, 
compared  with  22%  of  those  who  got  a  placebo. 

Paion  hopes  to  begin  final-stage  trials  this 
year.  "I  am  very  optimistic  it  will  work.  I  have 
put  everything  I  own  into  this,"  says  Paion 
founder  and  Chief  Executive  Wolfgang  Soehn- 
gen,  who  took  out  $1  million  in  personal  loans 
to  start  the  company  in  2000.  Eli  Lilly  and  John- 
son &  Johnson  have  just  started  a  final-stage 
trial  to  determine  if  clot-buster  Reopro  can 
work  up  to  six  hours  after  a  stroke. 

The  other  concept,  pursued  by  Pfizer,  Japan's 
Ono  Pharmaceutical,  the  AstraZeneca-Renovis 
partnership  and  numerous  other  firms,  is  to  find 
a  brain-cell  protector  that  could  be  used  to  sta- 
bilize nerve  cells  and  prevent  further  damage. 
Renovis  and  AstraZeneca  now  have  a  drug  called 


"The  longer  you 

Cerovive  in  final-stage  trials.  It  aims  to  trap  toxic 
ree  radicals,  the  highly  reactive  molecular  frag- 
nents  that  are  believed  to  spread  damage  several 
lours  after  a  stroke.  Their  hope  is  that  such  a 
Irug  would  be  precious  to  patients  with  ischemic 
trokes  and,  unlike  clot-buster  drugs,  harmless  to 
hose  with  hemorrhagic  strokes.  Thus,  it  could  be 
;iven  before  tests  prove  that  a  patient  in  the  ER 
loes  not  have  a  hemorrhagic  stroke. 

The  sponsors  contend  that  Cerovive  has 
indergone  the  most  rigorous  round  of  animal 
esting  ever  for  a  stroke  drug.  Most  other  drugs 
tad  been  tested  only  an  hour  or  so  after  stroke  in 
inimals.  Cerovive  performed  well  four  hours  after. 


Stroke  scan:  New  techniques 
distinguish  dead  tissue  (red) 
from  still  salvable  areas  (green). 


Cerovive  stems  from  the  work  of  Oklahoma  Medical 
Research  Foundation  biochemist  Robert  Floyd,  who  has  spent 
his  career  probing  how  toxic  free  radicals  may  cause  various  dis- 
eases of  aging.  In  the  late  1980s  Floyd  injected  gerbils  with  a  free- 
radical-trapping  compound  called  phenylbutyl  nitrone  just 
before  inducing  a  stroke.  All  of  the  animals  that  got  the  com- 
pound survived,  while  half  of  those  that  didn't  died. 

His  work  caught  the  attention  of  venture  capitalist  Paul  F. 
Glenn,  who  cofounded  Centaur  Pharmaceuticals  in  1992  to  pur- 
sue the  concept.  In  1995  Centaur  signed  up  with  AstraZeneca  to 
test  variations  of  Floyd's  chemical,  including  Cerovive,  on  stroke 
patients.  By  2001  AstraZeneca  had  completed  midstage  tests  on 
Cerovive  on  nearly  300  patients.  They  showed  the  compound 
was  safe.  But  only  giant  trials  on  thousands  of  patients  would 
prove  that  it  worked. 

By  this  point,  numerous  other  stroke  drugs  had  failed, 
including  compounds  at  GlaxoSmithKline,  Bristol-Myers 
Squibb  and  J&J,  as  well  as  one  at  AstraZeneca  itself.  AstraZeneca 
Chief  Executive  Thomas  McKillop  balked  at  moving  ahead  with 
Cerovive.  One  worry  was  that  the  mechanism  behind  the  drug 
was — and  is — murky,  since  free  radicals  alone  can't  account  for 
its  potency.  He  sent  it  back  to  the  lab  for  stringent  testing  on 
monkeys  that  would  precisely  duplicate  the  human  trial  condi- 
tions. The  decision  was  terrible  news  for  the  cash-strapped  Cen- 
taur, which  was  forced  to  lay  off  most  of  its  staff  and  scramble 
for  more  money. 

Meanwhile  Renovis  Chief  Executive  Corey  Goodman  was 
facing  his  own  crisis.  The  firm,  which  the  former  UC,  Berkeley 
neuroscientist  cofounded  in  2000,  had  raised  $49  million  in  two 
venture  rounds  on  the  prospect  of  using  new  technology  to  hunt 
for  genes  that  caused  brain  disease.  But  the  gene-hunting  work 
was  years  from  yielding  drugs.  Goodman  needed  to  acquire 
viable  drugs,  and  quickly.  When  he  heard  about  Centaur  in  April 
2002,  he  pounced.  He  didn't  dare  wait  until  the  monkey  results 
were  in  since  AstraZeneca  might  swoop  in  and  outbid  him,  so  he 
offered  to  buy  Centaur's  assets  for  a  30%  stake  in  the  privately 
held  Renovis  if  the  monkey  trials  worked.  They  did,  and 


salvable  tissue  there  is." 

AstraZeneca  began  two  1,500-patient  trials  of 
Cerovive  last  May.  The  acquisition  helped  Reno- 
vis raise  $66  million  in  an  initial  public  offering 
in  February. 

Now  there's  nothing  to  do  but  wait  until  the 
trial  is  done.  Many  stroke  researchers,  burned 
often  already,  are  very  cautious  about  Cerovive's 
prospects.  They  note  that  it  hits  only  one 
unproven  mechanism  behind  stroke  and  that  it 
may  be  necessary  to  hit  Lulti  pie  biological  path- 
ways to  get  a  significant  effect.  "The  odds  of  suc- 
cess are  50-50  at  best,"  says  Harry  Tracy,  a  neu- 
ropsychologist who  publishes  the  newsletter 
Neuroinvestment.  Results  are  due  by  2006.        F 
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FORBES  EXECUTIVE 
WOMEN'S  FORUM 


CREATING  OPPORTUNITIES  FOR 
SUSTAINED  GROWTH 


April  28-29,  2004 

The  Plaza  Hotel 

New  York 


EVERY  YEAR  A  GROUP  OF 
REMARKABLE  WOMEN  COME 
TOGETHER  TO  EXPLORE, 
UNDERSTAND  AND,  ULTIMATELY, 
CELEBRATE  THEIR  ROLE  IN  THE 
WORLD  OF  BUSINESS.  THIS  YEAR 
IT  WILL  HAPPEN  AGAIN  AT  AN 
EXTRAORDINARY  EVENT  KNOWN 
AS  THE  FORBES  EXECUTIVE 
WOMEN'S  FORUM. 


SPEAKERS  INCLUDE 

•  Sherron  Watkins,  Former  VP,  Enron 

•  Carol  Tome,  CFO,  Home  Depot 

•  Carol  Bartz,  Chairman,  President  &  CEO,  Autodesk! 

•  Patricia  Carbine,  Co-Founder,  Ms.  Magazine;  Preside* 
Ms.  Foundation  for  Education  and  Communication  I 

•  Linda  Fuller,  Co-Founder, 
Habitat  for  Humanity  International 

•  Mellody  Hobson,  President,  Ariel  Capital  Managemen 

•  Alison  Levine,  Adventurer  and  Captain  of  the  first 
American  Women's  Everest  Expedition 


SPECIAL  PRESENTATION  OF  THE  FORBES  TRAILBLAZER  AWARD  TO 

JUDY  ROSENER,  PROFESSOR,  GRADUATE  SCHOOL  OF  MANAGEMENT,  UNIVERSITY  OF  CALIFORNIA,  IRVB 

AUTHOR,  "AMERICA'S  COMPETITIVE  SECRET:  WOMEN  MANAGERS"  AND 

JANET  HANSON,  FOUNDER,  PRESIDENT  &  CEO,  MILESTONE  CAPITAL;  FOUNDER,  85  BROADS 


For  program  details  and  to  register  online, 
visit  www.forbesconferences.com  or  contact 
Jessica  Kouvaros  at  21 2-367-3521 ;  jkouvaros@forbes. 

For  Sponsorship  information  contact  Kim  Harrell 
at  212-367-3513;   kharrell@forbes.com 


SPONSORED  BY: 
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FORBES  LIFE 


THAT  LOTUS  ESPRIT  THAT  SPED  ACROSS  THE  WATER  IN 
the  James  Bond  film  The  Spy  Who  Loved  Me  was 
more  fantasy  than  fact.  To  date  the  only  amphibious 
passenger  car  ever  mass-produced  (3,878  units)  was 
the  Amphicar,  made  from  1961  to  1968  by  a  West 
German  outfit  called  Schwimmwagen.  The  cute,  snub-nosed 
convertible  did  70mph  on  land,  but  plied  the  waves  at  a  sedate 
7mph.  More  recent  amphibians  have  hit  higher  velocities  on 
water  but  still  haven't  achieved  mass- market  status. 

In  1993  Richard  Dobbertin,  then  a  41 -year-old  auto  me- 
chanic in  Syracuse,  N.Y.,  decided  he  and  his  wife  would  circum- 
navigate the  globe  in  a  milk  truck.  He  bought  a  used  30,000-gal- 
lon  tanker  for  $4,000.  Then,  like  Phileas  Fogg  with  a  plasma 
torch,  he  spent  two  years  modifying  the  elliptical  steel  container. 
He  added  a  sleek,  cone-shaped  nose  and  built  a  cockpit  with 
dials  and  digital  monitors  to  rival  a  jet  fighter's.  (Twin  steering 
wheels  protruding  from  the  dashboard — one  for  land,  one  for 
water — detracted  somewhat  from  the  elegance  of  the  engineer- 
ing.) The  interior  had  beds,  a  small  kitchen  and  a  toilet.  Storage 
drums  held  40  gallons  of  water  and  340  gallons  of  diesel  fuel. 

The  vessel — dubbed  the  Surface  Orbiter — was  impressive. 
The  trip  was  a  disaster.  Shortly  after  driving  into  the  Atlantic  via 
a  Florida  state  park  boat  ramp,  the  Dobbertins  suffered  a 
transmission  failure.  They  were  left  adrift  in  the  Gulf 
Stream,  circled  by  sharks  until  the  Coast  Guard  towed 


them  back  to  shore.  Once  they  were  again  at  sea,  they  endured 
18-foot  waves  that  gave  them  only  intermittent  glimpses  of  the 
horizon.  On  land  they  were  delayed  by  machine-gun-toting  guer- 
rillas in  Colombia  and  surrounded  by  wild  donkeys  in  Costa 
Rica  that  attempted  to  drink  from  a  puddle  of  antifreeze  ex- 
creted by  the  radiator. 

There  were,  too,  moments  of  glory:  swimming  around  the 
glistening  silver  tank  in  the  deep  blue  Caribbean;  being  the  first 
voyagers  ever  to  transit  the  Panama  Canal  in  a  milk  truck. 
"People  said,  "Why  don't  you  just  drive  across?'"  recalls  Dob- 
bertin. "They  were  missing  the  point.  The  point  was  to  do 
what  never  had  been  done  before."  Eventually  the  couple,  hav- 
ing run  out  of  money,  sailed  and  motored  back  to  Syracuse, 
well  shy  of  their  goal. 

Now  Dobbertin  is  at  work  on  a  new  project:  the  world's  first 
high-performance  amphibious  car — fast  enough  on  water  to 
pull  a  skier  but  maneuverable  enough  on  land  to  be  a  sports  car. 

He's  not  alone  in  his  ambition.  Alan  Gibbs,  a  deep-pocketed 
New  Zealand  entrepreneur,  aims  to  manufacture  a  car  that  tran- 
sitions seamlessly  from  land  to  water.  Name:  Aquada.  In  1998 
Gibbs,  who  made  his  fortune  in  the  early  1990s  buying  up  New 
Zealand  Telecom,  moved  to  Detroit  and  hired  engineers  to  help 
him.  He  filed  60  patents  for  new  amphibian  technologies,  which 
include  a  system  that  automatically  detaches  the  wheels 
from  the  driveshaft,  rotates  them  90  degrees  and  folds  them 
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Water-ski  behind  your  car?  A  new  generation  of  amphibians  lets  you  do  it. 
Seagoing  motor  homes  are  slower  \  by  david  Armstrong 


r  zips  along  at  45mph. 
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VISIT  THE  BUSINESS 
INSIGHT  CENTER 

Up-and-coming  companies  face 
unique  challenges  in  managing 
their  growth. 

To  address  these  issues,  plus  a 
range  of  business  applications, 
Forbes  has  developed  a 
Business  Insight  Center  in 
partnership  with  Microsoft 
Business  Solutions. 

SPECIAL  CONTENT  INCLUDES: 

•  The  secret  to  efficient,  highly 
productive  organizations 

•  How  did  a  small  laptop  PC 
company  take  on  the  giants? 

•  How  are  growing  businesses 
successfully  integrating  their 
IT  and  business  strategy? 

Get  the  insight,  research 
resources  you  need  to  grow 
your  business  today. 

Visit  the  Business  li  i 

www.forbes.com/insights 


Forb 


into  the  car's  body — all  within  five  seconds 
of  sensors  having  detected  water. 

In  1999  he  moved  Gibbs  Technologies 
to  England,  where,  he  says,  factories  have  - 
greater  experience  with  limited-production 
runs  of  high-performance  cars.  Last  Sep- 
tember the  Aquada  made  a  splashy  debut 
on  the  Thames.  Immediately  Sir  Richard 
Branson,  chairman  of  Virgin  and  connois- 
seur of  all  things  swashbuckly,  ordered  one. 
He  aims  to  be  the  first  to  drive  the  $300,000 
four-seater  across  the  English  Channel. 

Gibbs  says  he's  on  track  to  produce 
and  sell  100  of  the  cars — which  go  40mph 


CAPITALIST  TOOL' 


nance  job  at  a  Bristol-Myers  Squibb  plant. I 
He*  sketches  ideas  for  the  Hydrocar  on  a] 
clipboard  he  keeps  in  the  1989  Chevy  Astro! 
Van  he  drives  to  work.  To  help  fund  the 
project  (he's  spent  $15,000  on  parts  so  far) 
he  sold  the  Surface  Orbiter  to  a  Florida  carj 
collector  who  plans  on  completing  Dob- 
bertin's  world-girdling  voyage. 

The  propeller-driven  Hydrocar  will  be! 
faster  than  any  of  its  competitors,  claims 
Dobbertin,  who  says  it  can  do  at  least 
60mph  on  water.  Air-filled  pontoons  de- 
scend to  encase  the  tires,  giving  the  hull  a 
hollowed-out  middle  that  adds  lift  and  re- 
duces drag.  "Mine  will  ap4 
peal  to  the  guys  with  the 
hot  rods,"  he  says.  "People 
who  don't  care  if  it's  a  littlel 
harder  to  drive.  It's  fast,  it's| 
mean,  it's  irreverent." 

Easily  the  oddest  am- 
phibian has  nothing  to  dot 
with  speed.  The  Terral 
Wind,  a  42-foot-longl 
motor  home,  is  all  about} 
creature  comforts.  It  looks! 
like  any  other  vacation! 
home  on  wheels — until  it 
rolls  into  the  water  andji 
keeps  on  going.  Johra 
Giljam,  who  has  beeni 
making  amphibious  vehi- 

Richard  Dobbertin  with  his  fast,  mean,  irreverent  Hydrocar.  Below:  the  Surface  Orbiter. 

on  water — this  year.  The  day  will  come, 
he  insists,  when  15%  of  the  passenger  car 
market  (about  6  million  vehicles  a  year, 
worldwide)  will  be  amphibians.  Other 
manufacturers,  he  hopes,  will  need  to  li- 
cense his  technology.  Gibbs  sees  Aquadas 
ippealing  not  only  to  recreation-seekers 
but  also  to  drivers  fed  up  with  highway 
(ion.  Imagine  skipping  the  jams 
along  New  York's  FDR  Drive  by  jumping 
the  East  River. 

man  David  March,  cofoundcr 

ilibei  Collision  chain  of  body 

built  a  prototype  amphibian 

shell  of  a  2002  Camaro.  His 

i    does  a  brisk  45mph  afloat — 

niig. 

.  Rj  hard  Dobbertin  is 

'  touches  on  his  Hydrocar, 

to  test  this  smiimer.  1  [e 

11  with  a  full-time  mainte- 


cles  since  1997,  builds  the  motor  homes  tc 
order  (at  $850,000  and  up),  with  owner.1 
able  to  specify  such  extras  as  plasma-screer 
televisions,  satellite  receivers  and  marbl<| 
bathroom  floors.  He's  betting  you'll  be  s( 
comfortable  you  won't  care  that  on  th<  j 
water  the  Wind  puffs  along  at  5mph.  "us  j 
last  month  Giljam  introduced  a  far  mor 
practical  vehicle:  a  modified  Ford  Excur  | 
sion  that  can  be  dropped  by  crane  from  th 
back  of  a  large  yacht,  allowing  the  owne  | 
to  drive  ashore. 
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The  Charles  Schwab  Cup  is  back  in  2004,  and  everyone's  ready  7  . 

to  compete  for  this  yearlong,  points-based  competition.  The  winner       CfldVlCS  SCHWAB 
receives  a  $1    million  annuity,  a  beautiful  trophy  and  all-out  CUP 

bragging  rights. 


charlesschwabcup.pgatour.com 
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Born  in  1954? 

Cdcbmc  your  SOth  birthday  » ith  us  and  enjoy  a  50°t>  fare  rcduition. 

French  Country  Waterways 

Cordially  invites  you  to  the 

Jubilee  Event 

Hosted  bv  the  crew  of  Esprit  and  Liberie 
t  Burg — 


MONTANA  LAKE  HOME. 


Stunning  lake  and  mountain  views  from 

every  room.  Outdoor  fireplace  and  wraparound 

patios.  1  acre+.  Located  on  Flathead  Lake. 

One  hour  from  two  major  airports. 

Bordering  27-hole  golf  course.  Ideal  for  seasonal, 

permanent  or  vacation  home  or  corporate  retreat. 

Other  view  homes  and  homesites  available. 
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Subscribe  Risk-Free,  save  67.5%,  pay  just 
$195,  and  get  2  Free  Reports. 
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Luxury  Real  Estate  Auction 


No  expense  was  spared  in  creating  this  award-winning 
Tuscan  home  on  the  first  fairway  in  Desert  Highlands. 
From  the  exquisite  living  room  to  the  master  suite,  fine 
finishes  and  hand  craftsmanship  abound  throughout. 
//;  Desert  Highlands  •  Mountain  mill  Fairway  Vieivs! 

•  5,758  +/-  Sq.  Ft.        •  Master  Suite  w/Award-winning  Bath 

•  2  Bedroom  Guest  Wing 
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•  1,000  Bottle  Wine  Cellar 

Great  Estates 

AUCTION  COMPANY 

Call  for  a  Free  Color  Brochure! 

800-552-81 20 

www.GreatEstatesAuction.com 


Education 


FREE  EVALUATION. 

Accredited  universities  otter  lull  credit 
tor  life  and  work  experience.  Bachelor's, 
Master's,  and  Ph.D.  degrees  in  most 
fields.  No  residency  requirements. 
Free,  prompt,  and  confidential 
evaluations.  Guaranteed  Student  Loans. 
1-800-951-1203  www.arrc.org 
Fax:  1  707  371  2979 


704-529-0026  ■  Ch.nk.-s  M  Soldo  SEO  12743000 


u%    Watches 


SWISS  WATCHES 


GREAT  DISCOUNT  PRICESI  _$_ 

•  TAX  FREE  *  -\ 

•  2003  MODELS  \ 

•  100%  AUTHENTIC 

•  C ARTIER,  OMEGA,  TAG,  ETC    1 
CALL  NOW  (949)  470-4545 
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Timeshare 


TIMESHARES 


Art  Wholesale 


sav«  up  to... 

70% 

Oft   ri't.iil 


#  BEST  RESORTS, 
PRICES  &  WEEKS 

,  GREAT  RCI  &  II 
EXCHANGES 

•  FREE  CATALOG 

CALL  800-640-7639 


HOLIDAYGROUP.com 


We  Buy,  Sell  Fine  Art  &  Collections. 

Peter  Max,  Warhol,  Neiman.  Erie',  Agam, 
Dali,  Haring,  Lichtenstein,  Behrens, 
Britto.  Fairchild.  Fazzino,  Hofmann, 
Schvaiko,  Maimon,  Tarkay,  and  More  - 
Over  20,000  Artworks  in  Inventory. 
Gallery  Art. 

20633  Biscayne  Blvd.  Aventura,  Fla. 
(888)932-6166  www.Gallart.com 
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For  information  and 
rates  on  advertising 
Vin  the  next  Forbes 
'  Classified  Sectio 
Media  Options 
1-800-442-6441 


'Tax  Services 


IRS 
PROBLEMS? 


Call  Nationwide  Tax  Relief  Inc. 

Our  Attorneys: 

Sellle  Tax  Debt  •  Slop  Levles/Lelns  •  File  Returns 

1 -800-750-7500 

www.nationwidetaxrelief.com 


Tickets 


•Local/National  Sporting  Events 
•Concerts  •Theatre 

1-888-637-7633 

'Order  Online  @:  www.4tix.com 
First  Choice  Tickets,  Inc. 

Member:  Better  Business  Bureau 
and  National  Association  ol  Ticket  Brokers 


Financial  Opportunif 


Sell  Unneeded  Life  Insurance  Policies 
Lift  insurance  policies  held  personally  or 
in  your  business,  thai  are  no  longer 
needed,  can  be  sold  for  large  case 
settlements  that  are  significantly  higher 
than  the  surrender  values  An)  type 
policy.  Before  you  drop  a  policy: 
Call  for  free  evaluation: 
Tony  Rose    888-733-4088 
\vw  w.settlementlife.com 


Business  For  Sale 


FOR  SALE  BY  OWNER 
SCREW  MACHINE  OPERATION 

IN  XIAN.  CHINA.  18.600  SQ.  FT. 

IDEAL.  LOW  COST  VERTICAL  INTEGRATION 
PRODUCTION  OPPORTUNITY. 
HO  AGENTS  PLIASE. 

PLEASE  CONTACT:  MR.  D.  C.  SHANEOUR. 
PO  BOX  765,  HILLSDALE.  Ml  49242. 
PHONE;  517-439-4316 


Charge  your  ad 

;  o  I® 


diopt@aol.com 


Business  Opportunities} 


www.e-incorporate.com1 


Form  Your  Delaware 
Corporation  or  LLC  Now! 

FREE  Delaware  Incorporation 


Handbook  (9th  Edition) 

Delaware  Business  Incorporators,  Inc. 

800.423.2993 


"Former  Iowa  Prison  Guard 

Shows  Investors  How  to 

Escape  Finaneial  Prison  and 

Truly  Profit  From  America's 

Heartland" 

In  This  FREE  Report  I  reveal  the 

easy  10  implement  apartment  and 

commercial  property  investment 

system,  with  a  l()  year  track  record, 

that  millionaire  real  estate  investors 

are  profiting  from  -  here  in  the 

heartland  of  the  U.S.  With  No  Time 
Consuming  Management  Necessary 
-  and  how  I  discovered  h  years  ago 

while  working  as  a  prison  guard. 

www.daringarman.net  or 

FREE  Recorded  Message  At 

1-800-471-0856  ID#3333 


Buy  Foreclosed  Property 

Use  INVESTOR'S  Money.  Split  Big  Profits 

Complete  Training. 

Call  for  Free  Information. 

800-995-0049  ext.  1862 


Create  Real  Wealth!!! 

Huge  Profits  Saving  Companies 
Money  on  Their  Electricity  Costs! 

1 00%  Product  Credit  for  Investment 

Full  Training  and  World's  Best  Support 

Call:l-206-686-3672 


$250,000  Profit 

First  year  m  business 

1 1  you  are  a  serious  person  who  wants 

to  make  serious  monej 

We  have  the  program  lor  you. 

Investment  only  $18,900 

Call  1-800-399-0892 
You  Will  Make  Mono 


Populai  Science  quotes 

"Finally  someone  has  got  it  right" 

Other  magazines  say  "Airzone 
Recreation  Revolutionizes  camping!" 

Outdoor  1  lie  says  "Tent  poles  arc  now 

outdated"  International!)  patented, 
WORLD  CI  ANN  PRODUCTION 
MANUFACTURING  IN  PLACE. 
Call  Marc.  250-491-9228 
w  w  w  AIRZONERECREATION.COM 


SMALL  ADS  BRING 

BIG  RESULTS! 

Call:  Media  Options 

1-800-442-6441 
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Advertisement 


Business  Fit 
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BANK  SAYS  NO'?... 
WESAY'YEST 

We'll  pay  you  cash  for  your  company's 
receivables  within  24  hours.  Approvals  by  phone. 
Personalized  service.  No  upfront  fees.  No 
collateral  required.  References  available.  Call 
today  to  CASH  $50,000  minimum  to  S2.500.000. 
It's  more  affordable  than  you  think. 

Mr.  Weil  (CEO)  800-499-6179 

(or  888-505-7332  for  recorded  information) 

K  \\  \\.  4capitalsolutions.com 


*al  Estate  Auction 


No  Minimum,  No  ReseYvgl 
Prepared  to  Bid  and  Buy! 


This  exquisite  contemporary  masterpiece  is  located  in  the 
exclusive  guard  gated  Ventana  Canyon  Estates.  Walls  of  glass 
throughout  this  home  frame  magnificent  panoramic  city  and 
v^m^^b  mountain  views. The  Lodge  at 
lUCSOn,  A2.  Ventana  Canyon  features  two 

award-winning  Tom  Fazio  designed 
18-hole  golf  courses. 

•  6,058+/-  Sq.  Ft.     •  Pool  &  Spa 

•  4  Beds/4  Baths     •  3-Car  Garage 

Great  Estates 

AUCTION  COMPANY 
Call  for  a  Free  Color  Brochure! 

800-552-8120 

www.GreatEstatesAuction.com 


704-529-0026  •  Charles  M.  Sotelo  SEO  12743000 
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jmestic  &  Offshore  Strategies 
jmpames  Trusts.  Private  Banking 

Maximum  Privacy 

:  Savings 
Estate  Planning 
Slobal  Investments 


even  Sears,  CPA  •  Attorney  at  Law 
9-262-1100  •  www.searsatty.com 


Forbes  [ — Forbes  T 

Subscriber       '  ^BS  ^  ^ar'(et  ^ourse 
Service 


stments 


To  plan  your  order,  to  renew, 
change    your    address    or 
other    customer    service, 
visit  our  site  at .... 
www.forbes.com/customerservice 


Charge  your  ad 


First  published  in  I948  by  Malcolm  Forbes,  the 
Forbes  Stock  Market  Course  has  helped 
thousands  of  investors  navigate  their  way  to 
profits  and  financial  success.  The  newest  edition 
gives  you  a  better  understanding  of  everything 
from  Financial  Statements  to  Fundamental  and 
Technical  Analysis  -  Stocks  and  Bonds  to 
Futures  and  Options  -  Mutual  Funds  to  Hedge 
Funds.  As  a  reader  of  Forbes  Magazine  you 
are  invited  to  take  advantage  of  a  special  price 
of  just  $99.95  (save  $50  off  the  regular  $149.95 
price).  Go  to  www.forbesinc.com/smc  and  place 
your  order  now  or  call  1-800-429-0106. 


Real  Estate  Secured  Investments 
Potential  Returns  Up  to  15.9% 

InvestForClosures  Financial  has  created 
the  Investor  Disclosure  Process. 

(Pat.  Pen)  Investors  monitor  the  use  of 

their  funds  live  over  the  internet. 

It's  InvestorTainment®  We  use  investor 

funds  to  purchase  distressed  property 

nationwide.  The  properties  are 

rehabilitated  and  sold  for  a  profit-Simple! 

Rated  lowest  Risk  by  Dun  &  Bradstreet 

Toll  Free  (877)610-5982 

Office  847-426-8701 

CEO  847-341-4325 

Website  www.investforclosures.com 

Email  info@investforclosures.com 


Advertise  &  Make  Money... 
isn't  that  the  whole  idea? 

If  you  have  a  business,  product,  service,  or  money-making  idea  that 
needs  promoting... Forbes  Business  Classified  has  to  be  your  choice  for 
return  on  investment.  Forbes  classified  advertising  offers: 

•  Over  5  Million  readers  per  issue 

•  Forbes  readers  are  high  income  decision  makers 
For  extremely  competitive  advertising  rates 

and  versatile  media  packages:  Call  Media  Options  1-800-442-6441 


THOUGHTS 

On  the  Business  of  Life 


HP 

he  wife  of  one  of  my  friends  recently  passed  on.  He  confessed  to  me  that  he  was  torn  by 

poignant  regrets:  He  had  hoped  to  do  many  things  for  her.  Now  it  was  too  late.  Bruce 

JHL      Barton  many  years  ago  announced  that  he  was  going  to  take  his  family  on  a  trip 

around  the  world.  I  wrote  congratulating  him.  He  replied:  "There  are  a  thousand-and-one  reasons 

why  I  shouldn't  give  up  everything  to  do  this,  but  I  am  going  to  do  it  just  the  same."  And  he  did. 

After  you  are  entombed,  you  can  do  nothing.  So  don't  wait  until  it  is  too  late.     — B.C.  FORBES  (1950) 


Dying  is  one  of  the  few  things  that  can 
be  done  as  easily  lying  down. 

—WOODY  ALLEN 


The  best  way  to  get  praise  is  to  die. 

—ITALIAN  PROVERB 


Don't  let  it  end  like  this.  Tell  them  I  said 
something. 

— PANCHO  VILLA'S  LAST  WORDS 


It  is  better  to  be  a  coward  for  a  minute 
than  dead  for  the  rest  of  your  life. 

—IRISH  PROVERB 


The  graveyard,  are  full  of  indispensable 
men. 

GAULLE 


Defeat  is  wot 
have  to  live  with 


Errol  Flynn  died  on  a 
a  17-year-old  gul.  Wa 
to  go  that  way,  but  he 

a  17-jooter  and  i       ' 
—MRS   \ 


Death  is  just  a  distant  rumor  to 
the  young. 

—ANDY  ROONEY 


Death  is  nature's  way  of  saying, 
"Your  table  is  ready. " 

—ROBIN  WILLIAMS 


/  die  I  want  to  decompose  in 
el  of  porter  and  have  it  sen'ed 
thepubs  in  Dublin. 

— J.P.  DONLEAVY 


'  daily.  iy.  />/,•  anyway. 

—ANONYMOUS 


Get  out  of  here  and  leave  me  alone. 
Last  words  are  for  fools  who  haven't 
said  enough  already. 

—KARL  MARX'S  LAST  WOR 


As  for  death,  one  gets  used  to  it,  even  if  it 

only  other  people's  death  you  get  used  to.i 

—ENID  BAGNOL 


I  don't  want  to  achieve  immortality 
by  being  inducted  into  baseball's  Hall 
of  Fame.  I  want  to  achieve  immortality] 
by  not  dying. 

—LEO  DUROCH 


A  Text... 

For  the  Lord  knoweth  the  way  of 
the  righteous:  but  the  way  of  the 
ungodly  shall  perish. 

— PSALMSj 

Sent  in  by  Dorothy  Colglazier,  Louisville, 
What's  your  favorite  text?  Forbes  Bool 
Quotations:  Thoughts  on  the  Business  oflq 
given  to  senders  of  Bible  texts  that  are  used 


More  than  14,000  "Thoughts,"  arranged  alphabetical 
subject,  arc  available  in  a  900-page,  onc-vol 
deluxe  edition,  Fortes  Book  of  Quotations:  Thoughts  o 
Business  of  Life.  The  price  is  $40,  plus  $3.50  shippini 
$1  per  item  for  handling  (add  applicable  sales 
To  older,  please  call  toll-free,  1-800-876-6556. 
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LIKE  NOTHING  ELSE: 


HUMMER.Cn 


e,  license  and  other  optional  equipment  extra.  I.800.REA1.4WD  ©  General  Motors  Corporation,  2004.  HUMMER  and  the  vehicles  grille  design  are  registered  trademarks  ot  GM  Corpoi; 


SURGEON  GENERAL  WARNING: 

Tobacco  Use  Increases  The  Risk  Of 
infertility,  Stillbirth  And  Low  Birth  Weight 
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America's 
Game. 

America's 


-ami* 

— — »— 

v' 

4 


The  timeless  rhythms 
of  the  game  of  baseball 
never  change. 

Neither  do  the 
uncompromising  steps  that 
make  every  Macanudo 
the  last  word  in  smooth, 
mellow  taste. 

And  that's  how  Macanudo 
inspires  the  passion  th< 
makes  it  America's 
best-sel I i ng  prem i urn  cigar 


MACANUDO 

erican  Passion. 


■Imported  from  the  Dominican  Republic  in loufitfistinctive  tastes. 
SpWCANufJO  CAFE  /  MACANUDO  ROBUST  /  MAOAtUJDO  f^DURO  '  MACANUDO  VINTAGE 


SURGEON  GENERAL  WARNING: 

Tobacco  Use  Increases  The  Risk  Of 
infertility,  Stillbirth  And  Low  Birth  Weight. 


America's 
Game. 

America's 


The  timeless  rhythm: 
of  the  game  of  baseball 
never  change. 

Neither  do  the 
uncompromising  steps  that 
make  every  Macanudo 
the  last  word  in  smooth, 
mellow  taste. 

And  that's  how  Macanudo 
inspires  the  passion  that 
makes  it  America's 
best-selling  premium  cigar 


MACANUDO 

lAn  American  Passion. 


Imported  from  the  Dominican  Republic  in  four  distinctive  tastes. 
MACANUDO  GAFE  /  MACANUDO  ROBUST  /  MACANUDO  IpDURO  /  MACANUDO  VINTAGE 
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SINGLE  MALT 
SCOTCH  WHISKY 
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The 
independent 
spirit. 

wi'-zsS  ■■>■       ' 

Independent  family  company.  Bottled  as  Glenfiddich,  which 
|*  vanity  of  the;  deer."  Matured  at  its  own  Highland  distillery 
B^'i'lfey  1 5  years  —  our  Solera  Reserve  single  malt  features 


ic|p'us  hoteibf  oak,  honey,  vanilla  spice,  fruit  and  sherry. 
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Features 


Mysteries  Of  the  Amber  Room  /  Where  did  it  come  from,  where 
did  it  go?  The  opening  of  Russia's  dazzling  new  Amber  Room  in  a 
palace  outside  St.  Petersburg  puts  the  spotlight  on  a  missing  masterpiece. 
by  Richard  Nalley 48 

Inside  the  Veldtway  /  What  comes  between  a  bull  elephant  in 

musth  and  the  object  of  his  lust?  Our  safari  correspondent,  unfortunately, 

on  the  job  with  a  roundup  of  South  Africa's  best  small-scale 

game  reserves.  And  that  was  before  the  baboons  stole  his  bar  snacks. 

by  Peter  Godwin 56 

French  Provincial  /  A  pampered  floating  tour  down  the 

Canal  du  Midi  proves  once  and  for  all  that  wine  and  water  do  mix. 

by  Roger  Kimball 62 

Welcome  tO  the  Fast  Track  /  Believe  it:  Airport  security  may 

actually  lighten  up  on  you — if  you  get  yourself  The  Card. 

by  Matthew  Reed  Baker 66 

Deep  in  the  Heart  of  Texas  /  Nobody  saw  the  glamour  of 

the  Old  West  like  the  classic  Hollywood  directors.  Until  now.  Spring 

fashions  with  trail  dust  on  the  boots. 

Photographs  by  Michael  Stratton 70 


By  Special  Arrangement  /  Things  can  get  dicey  when  constandy 

overindulged  clients  keep  upping  the  ante.  For  Bill  Fischer — a 

travel  agent  so  exclusive  his  phone  number  is  unpublished — it's  just 

another  chance  to  show  his  stuff. 

by  Jonathan  Black 78 

But  as  with  many  fairy  tales, 
peeially  Russian  ones, 
ere  is  a  dark  side  to  the 
aer  Room  story  too...." 
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Departments 


The  FYEye  /  Smelling  Varvatos,  seeing  through  walls, 
direction-finding  cufflinks,  radio  by  satellite,  a  high-caliber  super-putter, 
a  quarter  horse  worth  whispering  to,  global  lost  luggage  tags, 
ten-gallon  art  hats,  the  insider's  inn  outside  Yosemite  and  the  best 
little  eco-resort  in  the  Indian  Ocean:  all  the  best,  all  for  you 


Grape  Juice  /  A  dazzling  house  wine  for  your  chateau?  Try  one  of 
these  ringers  from  the  classic  vineyards  of  France — 25  surprising 
French  gems  for  $20  or  (much)  less. 
by  Richard  Nalley 

Mr.  Sisyphus  /  Anyone  who  thinks  small  talk  is  trivial  is — 
may  we  top  off  that  drink? — missing  the  point.  An  appreciation  of 
"just"  passing  the  time  from  a  master  talker  of  all  sizes. 
by  Joseph  Epstein 

Mixed  Media /Do-it-yourself  hideaways,  memoirs  of  an  IRS 
hatchet  man,  rats  roam  among  us,  hours  of  Charlie  Chaplin, 
Raquel  (at  last!) — the  DVD  collection,  Dylan  when  we  were  young 
and  a  spy  satellite  data-stream  of  one's  own. 
Edited  by  Thomas  Jackson 


The  Back  Page  /Where  to  live  next!  Or  not!  Absolutely  the 

worst  places  you  could  find! 

by  Patrick  Cooke 


COVER  Michelle  Alves  of  IMG  Models  photographed  by  Michael  Stratton.  Dress,  $9,620,  belt, 
$1,495,  and  earrings,  $195,  by  Chanel,  (800)  550-0005,  at  Saks  Fifth  Avenue,  Beverly  Hills  (dress), 
and  select  Neiman  Marcus  and  Nordstrom  stores.  Shoes,  $480,  by  Christian  Louboutin,  at 
Christian  Louboutin,  New  York,  (212)  396-1884,  and  Jeffrey,  New  York.  Silver-and-turquoise  ring 
$850,  by  David  Yurman,  at  David  Yurman,  New  York  and  Costa  Mesa,  CA,  (888)  DYURMAN, 
www.davidyurman.com.  Vintage  suitcase,  $1,050,  by  Beth  Frank,  at  Frank,  Los  Angeles,  (323) 
931-8258,  and  DKNY,  New  York.  Hair  by  Roberto  DiCuia  at  TRAFIKinc.com.  Chanel  makeup  b 
Terri  Apanasewicz  at  cloutieragency.com.  Car  provided  by  Dan  Parke.  Styled  by  Mark  Grischke. 


"  I  have  always  despised 
sincerity  in  any  form.  The 
same  goes  for  friendly  dogs 


PAGI 


WYORK-  BOSTON*  SAN  FRANCISCO-  WASHING!  iCAGJ 


Best  of  all  cruises.  Best  of  all  deals. 

Crystal  Cruises  has  been  named  the  "Best  Large-Ship  Cruise  Line" 
by  leading  travel  publications  for  eight  consecutive  years. 

We  are  Crystal  Cruise  specialists  and  exclusively  offer  you  all  this: 

♦  Unbeatable  prices  with  savings  up  to  60% 

♦  Special  amenities 

♦  Exclusive  5,000  to  20,000  FREE  miles 

on  your  choice  of  American,  United  or  Delta 


.^CRYSTAL 

CJvJ   CRUISES 


Crystal-Cruises-Discount.com 


>r 


Named  "Best  Large-Ship  Cruise  Line"  for  8  consecutive  years 
by  the  readers  of  Travel  +  Leisure  and  Conde  Nast  Traveler 


powered  by    ALL-TRAVELfcom 

Phone  877-226-2731 

CST#  1015834-10 


Hear  The  Radio  That 
Woke  Up  An  Entire  Industry. 


The  sound  of  most  tabletop  music 
systems  leaves  much  to  be  desired. 
But  now  the  award-winning 
Bose   Wave"'  radio/CD  changes 
all  that. 

We  think  it's  the  best- 
sounding  music  system  for  its 
size,  and  audio  critics  agree.  I  ike  Sound 
&  Vision  which  say:    "I'm  not  aware  of 
anything  else  qi  my  price." 

The  Wave"  radi  any- 

where and  is  available  <.  Hose, 


the  most  respected  name  in  sound. 
Call  now  to  learn  more  about  our  satis 
faction  guarantee  and  risk-free  in-home 
trial.  And  be  sure 


to  ask  about  our 
financing  options. 


For  FREE  Shipping 

order  by 
March  31,  2004. 


Call  Today,  i 

1  or  informati 


"81-2673,  ext.TC878. 

products:  www.bose.coin/tc878 
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"ARS,  NEW  YORh 
<een  quietly 
lettes  of  tht 
ow,  in  keep 
i  trac  tional 


HEN  T.  ANDERSON  AND  HIS  TEAM  OF  SKILLED 
ltr    s  fmest  hand-hooked  wool  rugs.  The 
I  u  n   ( j^lity  rugs  have  always  been  cus- 
America's  zeal  f     things  supersized,  so  are  the 
an  quilt-inspin         tterns  like  "Tumbling  Blocks" 
bstrai  i  or  figi     h'vn  custom  d>-  rugs  cost  from  $135  to  $190 

nd  take  an  average  of  12  to  16  m<  complete.  (212)  319-0815. 


VARVATO 
ALFRESCd 

JOHN  VARVATOS  CUTS  A  ME/ 
power  suit,  but  he  also  design: 
comfy  sweaters  and  buttery  si 
jackets  that  look  as  good  in  th< 
Michigan  wilds  as  they  do  sta 
up  Madison  Avenue.  No  surpn 
then,  that  his  first  fragrance 
combines  woodsy  balsam  ano 
sandalwood  with  urbane  hints 
amber  and  leather.  It's  the  olfa: 
equivalent  of  a  log  cabin — witll 
an  Aston  Martin  parked  outsid 
John  Varvatos  Eau  de  Toilette, 
$65/4.2  fl.  oz.,  at  John  Varvai 
New  York,  Short  Hills,  NJ,  anc 
Las  Vegas;  (212)  812-8000,  ' 
www.johnvarvatosscent.com;  < 
select  Saks  Fifth  Avenue  store\ 


mm 


,  a  Franco-German  alliance— Hermes  leather  swaddling 
ca  precision — and  the  world's  most  glamorous  camera, 
t  for  everyone,  of  course:  Only  500  will  be  made,  and 
j'II  pay  as  much  for  one  as  v-iu  wouhl  a  small  car.  But 
e  perfection  is  rare,  at  any  pice.  Why  not  get  It  while  you 
i?  Leica  MP  Edition  Heme   met  hau'ca!  rangefinder 
nera,  $10,000,  at  Leica  Nc,  :^  (800)  222-0118. 


REGAL 
BEARINGS 


NOT  SO  MUCH  AN  ACCESSORY 
as  a  necessity  for  the  man  who 
stubbornly  refuses  to  ask  for 
directions,  these  cuff  links 
in  sterling  silver  mount  a  pair  of 
actual  working  compasses.  The 
price  of  always  knowing  magnetic 
north  is  $90,  from  Uncommon 
Goods,  www.uncommongoods.com. 
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Underlyin 

■  Beauty 


A+DAM  ISA  NEW  L1NE0 
skivvies  that's  quickly 
winning  fans  on  both  sic 
of  the  boxers  vs.  briefs! 
debate.  Maybe  it's  the 
palette  (white,  of  course, 
plus  unexpected  colors! 
safety  orange  and  fatigue 
green)  or  the  styling: 
everything  from  sexy  brie 
to  longer  shorts.  But  thet 
real  draw  is  probably  tha 
plush  pima-cotton  jersey* 
which,  no  matter  how 
you  wear  it,  feels  oh-so- 
nice  against  the  skin.  Mi 
undershort,  $35,  byA+di 
at  www.adampluseve.co. 
and  select  Saks 
Fifth  Avenue  stores. 
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lost  highways 


rfetfMj    'T  3  A  FLA' 

LP        !    WORLD 

A.  FER  ALL 
St      ",    |ust 
knowing 
going  isr/' 
want  to  kn 
you've  beei: 
California-bat- 
raremaps.com  u 
covered,  with  a  . 
spanning  wealth  c 
antique  maps,  atlas, 
reference  books  that 
part  geographies  and  ; 
curiosities.  There  is,  fu; 
example,  Robert  Dudley's 
1646  map  ($3,900),  the 
first  ever  to  focus  on  the 


California  coast,  which 
gets  a  big  thing  right — 
California  is  not,  as  was 
apparently  thought, 
in  island — but  somehow 
Produces  a  gigantic 
C        Psofondo"  some- 
: '  San  Diego. 

R  FRIEND 

*d  to  pack 
'body 
.'her 


degrees,  light  winds  from 
the  west  and  68  percent 
humidity,  was  mostly  cloudy 
and  had  a  barometric 
pressure  of  29.86in/ 
101 1  hPa,  whatever  that 
means.  Other  maps  focus 
on  dew  point,  visibility, 
etc.  You  can  also  get 
satellite  pictures  of  U.S. 
weather  and,  with  the 
right  software,  even  upload 
the  data  from  your  own 
personal  weather  station 
and  gain  eternal  fame. 
(No,  they  don't  want  to 
hear  about  Granny's  corns.) 

PORT-A-POTTY  MOUTH 

Most  foreign  phrase 
books  tell  you  how  to 
say  "No  horsing  around 
during  the  fencing 
lesson,"  but  the  TAD  site 
(www.  notam02.no/~hcholm/ 
3:t!ang/stat.html)  teaches 
you  to  say... well,  we  can't 
print  what  it  teaches  you 


to  say.  Suffice  it  to  note 
that  it  contains  3,128 
ways  in  79  languages — 
Afrikaans,  Punjabi, 
Belorussian — to  get 
yourself  tossed  out  of  a 
bar  on  your  ear. 

U.S.  TRAVEL  AGENCY 

Enjoy  your  tax  dollars  at 
work  while  you  play.  First, 
check  out  the  Department 
of  Homeland  Security 
(www.dhs.gov/dhspublic/in 
dex.jsp)  for  such  things 
as  current  waiting 
times  at  U.S.  border 
crossings,  and  policies  on 
importing  Cuban  cigars 
(tight)  and  Canadian 
hunting  trophies  (easing 
up).  Then  click  over 
to  the  State  Department 
(www.state.govAravel) 
for  such  ounce-of- 
prevention  information  as 
numbers  for  Emergency 
Services  for  U.S.  Citizens 


Abroad  and  lists  of  doc 
and  hospitals  in  the 
country  of  your  destina 

WE'LL  TAKE  THE  TRAI 

Think  you've  been  then 
done  that?  That's  becai 
you  haven't  experience 
the  travel  packages  off* 
by  skyhighairlines.com. 
("Flying  is  expensive. 
Let  us  cheapen  the 
experience.")  There's  t 
Chain  Gang  Fantasy  Ca 
for  instance,  and  the 
Shanty  Towns  of  the  Bl 
Mountains  tour,  among 
much  else.  And  we  car 
profit  from  the  daily  do 
of  wisdom  dispensed  b 
SkyHigh  CEO  Howard 
Barium  ("There  is  alwr 
someone  willing  to 
work  harder  and  for  le 
money  than  you.  And  b 
'you'  I  mean  my  presen 
receptionist").  These  g 
are  kidding,  right?  Rig 
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lew  York  Fifth  Avenue   New  York  SoHo  American  isset   Beverly  Hiils  Chicago   Houston  Callena 

Palm  Beach   Bal  Harbour  Shops   San  Francisco   Las  Vegas  Forum  Shops  at  Caesars  Atlanta  Lenox  Sq- 
Royal  Hawaiian  Shopping  Center  Ala  Moana  Center   Bahamas  Vancouver 


>i;ih  Coast  Plaza 
S  ,nt?na  Row 


FYEve 


SPRINl 


IAIiI^iUU 


SUB-ZERO'S  FREESTANDING  WINE 
refrigerator  is  indeed  worthy  of  your  prize 
Chateau  Haut-Brion.  The  424FS  unit 
includes  two  refrigeration  compartments 
with  independent  temperature  zones 


and  varying  capacity,  so  you  can  use  it  for  both  long-  and 
term  storage  simultaneously.  $2,750;  www.subzero 


Top Gun 


BACK  IN  1998,  BOB  BETTINARDI  OF  BETTINARDI  GOLF 
celebrated  his  38th  birthday  by  producing  a  limited-edition  p1 
called  the  Thirty-Eight  Special.  He  sold  295  of  them  for  $60(1 
each,  a  steal  compared  to  the  $4,500  they're  fetching  on  eBi 
today.  This  year  Bob  is  marking  his  44th  with  the  44  Magnun 
a  steel  putter  with — you  guessed  it — 44  copper  plugs  embed? 
in  its  face.  There  will  be  a  run  of  444  and  the  price  is  $1,501 
Sales  have  been  brisk;  there  are  already  fewer  than  100  clt 
remaining.  Bob's  a  bit  cagey  about  his  next  birthday  club, 
but  he  told  us  not  to  look  for  a  Bettinardi  Colt  .45  next  year. 
"Sounds  too  much  like  the  beer,"  he  said,  www.bettinardi.a 


OR  RAJ 


TO  VISIT  THE  CO?     CANVAS-DRAPED 
on  New  York's  Madison  Avenue  is  to 
in  Africa  was  like  fo 
in  the  19th  cer. 
inventory  of  ant 
from  around  the  gi 
Brawer,  who  is  on  h. 
provenance  of  each  a, 
immersion,  there  is  b< 
line  of  classically  tailo 

y  canvas  luggage  a 
(shown)  suitable  for  setti- 
$550.  962  Madison  Ave: 


F.M.  ALLEN  BOUTIQUE 
glimpse  what  life 
s  and  military  officers 
an  impressive 
rniture  gathered 
cholas  A. 
he  detailed 
deeper  cultural 
an  updated 
jfari  clothing, 
chairs 
n  backyard. 
4374. 
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DRD  THE  EXPLORER 

EN  HIS  VIVID,  METICULOUSLY  RENDERED  BIRDS  AND 
ts,  it  is  perhaps  unsurprising  that  Walton  Ford  has  been 
d  "the  reigning  naturalist  painter"  by  The  New  Yorker.  But 
is  actually  hunting  subtler  game;  his  urgent  desire  is  to 
ce  a  sudden,  not  always  pleasant,  double-  or  triple-take  in  his 
ers.  In  "The  Forsaken,"  a  silky,  golden  langur  monkey  on 
b  holds  a  pink  fan  and  a  portfolio— a  second  look  shows  a 
ting  charged  with  eroticism  and  sadness  (not  to  mention 
dness:  What's  the  ape  want  with  that  book?).  Then  there's  the 
Jwritten  text,  which  in  classic  Ford  fashion  reveals,  among 
r  things,  a  surprise  inspiration.  In  this  case  it  is  the  odd  tale  of 
h  explorer  Sir  Richard  Burton's  attempt  to  learn  the  language 
onkeys,  which  included  his  taking  a  "monkey  wife   whom 
at  in  a  high  chair  at  the  table  and  treated  to  a  pair  of  pear! 
ings.  Despite  Ford's  dark  humor  and  frequent  images  nf 
nee,  the  paintings'  animal  subjects  and  faux  antique  look— 
y  have  what  appears  to  be  foxing  and  age  stains— often  draw 
parisons  to  John  James  Audubon.  Ford  has  his  owe  feeiings 
it  that,  as  he  told  a  PBS  interviewer:  "They  were  iiK^ 
ubons,  but  I  twisted  the  subject  matter  a  bit.. .as  il  his 
ayed  him  and  he  painted  what  he  didn't  war;!  tc  ex;. 
lit  himself."  Walton  Ford,  Paul  Kasmin  Gal 
nue,  New  York,  NY;  (212)  563-44/4,  paulk 
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Plymouth  on 
the  Rocks 


IF  YOU  LIKE  A  BACKSTORY  WITH  YOUR  EVENING 
beverage,  P'ymcujfn  Gin  may  be  just  the  ticket. 
Its  Black  Friars  Distillery  dates  to  1431 — when  it  was 
a  Dominican  monastery — and  sheltered  the  Pilgrims 
on  their  last  night  in  England  (that  would  be  the 
Mayflower  on  the  label).  Even  better  news:  It's  superior 
gin,  very  dry  and  potently  flavorful  despite  a  rather 
modest  82.4  proof. 

Below  are  two  recipes  that  take  advantage  of 
Plymouth's  present-day  attributes,  one  for  the  chilly  days 
of  early  spring,  the  other  for  the  balmier  times  ahead. 


THE  PILGRIM  MARY 
2  oz.  Plymouth  Gin 
4  oz.  V8  juice 
juice  of  1/4  lemon 

Worcestershire  sauce  to  taste  j 

(at  least  1  tablespoon)  /(V, 

2  liberal  shakes 

ground  cinnamon 
Tabasco  sauce  to  taste 
1/3  teaspoon  horseradish 
Dash  of  celery  salt 

Combine  all  the  ingredients 

in  a  glass  or  shaker  and  pour 

over  ice.  The  key  here  is 

the  leavening  of  sweetness 

with  the  savory  elements— the        i  jj 

cinnamon  isn't  obvious,  but 

gives  the  drink  a  mildly  i 

exotic  lift  that  seems  like  it 

belonged  there  all  these  years. 

THE  GIN  SCARLETT 
Angostura  bitters 

3  oz.  Plymouth  Gin 
3  oz.  tonic    ::;;:■ 
Splash  of  Rosa's  ■[ 

Lime  Juice 
Juice  of  1/4  lemon 

Tm's  vastly  upgraded  gin  and  tonic  is  named  for 
-Scarlett  Johansson,  because  we  feel  like  it. 

But  first  things  first:  Splash  three  to  five  drops  of 

brtters  ina  highball  glass  and  give  it  a  swirl  to  coalt 
rthebottoin.'Ada^ll  the  ingredients,  plunk  in  the 
feezed  lemorr  wedge  and  give  it  a  mighty  stir.  Add 
tfee  arid  dream^of  Summer. 
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ORD  THE  EXPLORER 

EN  HIS  VIVID,  METICULOUSLY  RENDERED  BIRDS  AND 
sts,  it  is  perhaps  unsurprising  that  Walton  Ford  has  been 
;d  "the  reigning  naturalist  painter"  by  The  New  Yorker.  But 
J  ^actually  hunting  subtler  game;  his  urgent  desire  is  to 
jce  a  sudden,  not  always  pleasant,  double-  or  triple-take  in  his 
lers.  In  "The  Forsaken,"  a  silky,  golden  langur  monkey  on 
nb  holds  a  pink  fan  and  a  portfolio— a  second  look  shows  a 
iting  charged  with  eroticism  and  sadness  (not  to  mention 
•dness:  What's  the  ape  want  with  that  book?).  Then  there's  the 
dwritten  text,  which  in  classic  Ford  fashion  reveals,  among 
;r  things,  a  surprise  inspiration.  In  this  case  it  is  the  odd  tale  of 
ish  explorer  Sir  Richard  Burton's  attempt  to  learn  the  language 
nonkeys,  which  included  his  taking  a  "monkey  wife   whom 
sat  in  a  high  chair  at  the  table  and  treated  to  a  pair  of  pearl 
'ings.  Despite  Ford's  dark  humor  and  frequent  images  of 
ence,  the  paintings'  animal  subjects  and  faux  antique  loi 
ny  have  what  appears  to  be  foxing  and  age  stains— ofter 
iparisons  to  John  James  Audubon.  Ford  has  his  own  feelings 
ut  that,  as  he  told  a  PBS  interviewer:  "They  were  like 
lubons,  but  I  twisted  the  subject  matter  a  bit.  .a'-  i 
rayed  him  and  he  painted  what  he  didn't  war.!,  tc  ex 
iut  himself."  Walton  Ford,  Paul  Kasmin  Gallery 
'nue,  New  York,  NY;  (212)  563-4474,  pauika- 
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Plymouth  on 
the  Rocks 


IF  YOU  LIKE  A  BACKSTORY  WITH  YOUR  EVENING 
beverage,  Pirnoufn  GJn  may  be  just  the  ticket. 
Its  Black  Friars  Distillery  dates  to  1431 — when  it  was 
a  Dominican  monastery — and  sheltered  the  Pilgrims 
on  their  last  night  in  England  (that  would  be  the 
Mayflower  on  the  label).  Even  better  news:  It's  superior 
gin,  very  dry  and  potently  flavorful  despite  a  rather 
modest  82.4  proof. 

Below  are  two  recipes  that  take  advantage  of 
Plymouth's  present-day  attributes,  one  for  the  chilly  days 
of  early  spring,  the  other  for  the  balmier  times  ahead. 


THE  PILGRIM  MARY 
2  oz.  Plymouth  Gin 
4  oz.  V8  juice 
juice  of  1/4  lemon 
Worcestershire  sauce  to  taste 
(at  least  1  tablespoon) 

2  liberal  shakes 

ground  cinnamon 
Tabasco  sauce  to  taste 
1/3  teaspoon  horseradish 
Dash  of  celery  salt 

Combine  all  the  ingredients 
in  a  glass  or  shaker  and  pour 
over  ice.  The  key  here  is 
the  leavening  of  sweetness 
with  the  savory  elements — the 
cinnamon  isn't  obvious,  but 
gives  the  drink  a  mildly 
exotic  lift  that  seems  like  it 
belonged  there  all  these  years. 

THE  GIN  SCARLETT 
Angostura  bitters 

3  oz.  Plymouth  Gin 
3  oz.  tonic 
Splash  of  Rose's 

Lime  Juice 
Juice  of  1/4  lemon 


This  vastly  upgraded  gin  and  tonic  is  named  for 
iScarlett  Johansson,  because  we  feel  like  it. 

But  first  things  first:  Splash  three  to  five  drops  of 
bitters  in  a  highball  glass  and  give  it  a  swirl  to  coat 
the  bottom.  Add  all  the  ingredients,  plunk  in  the 
^Ueezed  lemon  wedge  and  give  it  a  mighty  stir.  Add 
1ce  and  dreani-of 'summer-. 
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RADIO  RADIO 


ONE  GREAT  THING  ABOUT  RADIO 
is  that  it's  free — but  you  get 
what  you  pay  for:  a  few  dozen 
stations  that  typically  play  a  few 
dozen  songs  over  and  over,  with 
as  much  as  20  minutes  of 
advertising  per  hour  thrown  in. 

Now,  for  about  the  cost  of 
an  oil  change,  you  can  transform 
the  sounds  you  hear  in  your  car 
with  radio  beamed  from  the  sky. 
Satellite  radio  is  a  huge  leap 
in  the  rolling  audio  experience: 
in  100  channels  to 
s  Tom,  from  hip-hop  to 
itry  to  long-hair 
lews  t'oni  the  BBC;  clear 

sound  that  never 
:an  take  a  road 
to  L.A.  and 
'^ion  the 


en 
Shi 

a  ho 
yet  rei 

consm  . 
Both  XM 


national 
>s 
has 

ft* 


pioneers  in  the  satellite  radio 
world,  launched  their  services  a 
few  years  ago;  XM  now  has 
almost  1.4  million  subscribers; 
Sinus  more  than  260,000. 

Those  numbers  are  growing 
quickly,  however,  as  what  was 
once  a  province  of  audiophiles 
and  do-it-yourself  geeks 
becomes  more  mainstream, 
thanks  to  a  slew  of  low-priced 
gizmos  that  come  ready  to  plug 
and  play.  XM,  for  instance, 
says  that  it  gained  nearly  a  half 
million  new  subscribers  during 
the  fourth  quarter  of  last  year. 

To  hear  the  music  for  your- 
self, the  first  choice  you  need  to 
make  is  which  service  to  use. 
Sirius,  which  costs  $13  a  month 
(both  services  are  cheaper  if 
you  get  a  longer-term  plan), 
has  61  channels  of  commercial- 
free  music  and  more  than 
40  channels  of  news  and  talk. 
Sirius  is  going  after  sports 
enthusiasts,  with  game  feeds 
from  the  National  Hockey 
Le   me,  the  National  Basketball 


Association  and  the  National 
Football  League.  XM  costs  $10 
a  month  and  has  68  commercial- 
free  music  channels,  32  talk 
and  news  channels,  and  this 
year  is  launching  24-hour  traffic 
and  weather  channels  for  21 
major  cities.  For  an  additional 
$2.99  a  month  listeners  can  get 
adult-oriented  fare  from  Playboy 
Radio.  You  can  get  a  complete 
listing  of  channels  and  listen 
to  samples  of  the  music  at  the 
companies'  websites: 
XMRadio.com  and  Sirius.com. 

There  are  several  options  for 
getting  the  music  into  your  car: 
You  can  buy  a  satellite  car 
radio  from  Sony,  Pioneer  or 
Alpine  starting  from  around 
$100  up  to  $2,800  and  replace 
your  existing  unit.  If  you  want  to 
move  the  radio  between  several 
cars,  you  can  get  one  of  the 
portable  kits  from  JVC  and  others 
that  are  sold  by  the  likes  of 
Best  Buy  and  Circuit  City.  For 
$120,  for  instance,  you  can  buy 
the  XM  Roady  from  Delphi:  The 


device  slips  onto  a  mounting 
bracket,  has  a  palm-sized 
"microantenna"  and  has 
adapters  that  allow  you  to  pi 
music  through  a  car's  casse 
tape  player  or  FM  radio. 

Or  you  can  take  XM's  sig 
with  you  wherever  you  go  wi> 
Delphi  XMSKYFi,  a  $130 
receiver  that  plugs  into  an 
adapter  but  can  also  pop  int 
$100  portable  "boom  box"  c 
hi-fi  adapter  that  lets  you  pi 
satellite  radio  at  home.  For  t 
living  in  major  metropolitan 
areas,  there  is  no  need  to 
extend  the  antenna:  For  both 
Sirius  and  XM,  on-ground 
"repeaters"  eliminate  the  ne 
for  a  sky  view  from  your  win 
You  can  even  get  a  satellite 
receiver  for  your  computer. 

The  simplest  way  to  get 
satellite  radio,  perhaps,  is  t< 
buy  it  wrapped  inside  a  new 
car.  Dozens  of  automobile 
manufacturers,  from  Lexus  t 
Cadillac  to  Honda,  offer  moi 
that  have  satellite  radio  as 
built-in  option.  Most  of  thes 
onboard  satellite  radio  dev 
also  include  standard  FM  ar 
AM  tuners,  too,  just  in  case 
you  occasionally  want  to  go 
slumming  in  last  century's  a 
technology.— WILLIAM  F.  ALI 
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In  its  debut  in  2001, 

it  received  the  year's  Highest  Rating 

by  Cigar  Aficionado's 


\/u</""        '</! 


SP*i 


Also  In  2001 ,  it  was  named 
"Cigar  of  the  Year"  by 


kOflr 


In  2002,  it  was  awarded 
"Dominican  Cigar  of  the  Year"  by 

■■/?.; 

Europf'1 


A1, 

Si 


A new  Wend 


And  in  2002, 'it  received 
"Best  of  the  ;Best""  by 

Reft  Report 


To  find  the  nearest  Da^idcM 


00  213-2340  Ext.  12  or  visit  davidoff.com 
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J.D.  POWER 

"  youi  safety,  vour  ci 

I  |i  fiiwri  iml  Assoajatfaaw 


For  the  closest  PirWH 


IRELI 


why  Pirelli  tires  have  been  awarded  the 
ire,  Customer  Satisfaction  tor  Car/Compact 
RMW,  Audi,  Volkswagen.  Porsche, 
■  -ivn    iml  Saab's  original  equipment,    power  is  nothing  without 
1 
w. us. pirelli. com  or  call  1.800. PIRELLI. 
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EAUTY  AND  THE  BEAST 


AS  AT  ABOUT  THE  NATICK  EXIT  ON  THE  MASS  PIKE  THAT  THE  STATE  TROOPER  PULLED  IN  CLOSE  BEHIND  ME. 

le  next  five  minutes  I  sweated  chickens,  until  he  drove  up  alongside  and  I  realized  he  was  admiring  the  car.  Another  man  might 

punched  the  accelerator  and  shown  just  what  happens  when  you  put  a  massive  400  hp  Corvette  V8  engine  under  the  hood  of 
igantly  styled  sedan.  But  blowing  the  doors  off  a  trooper  cruiser  is  something  not  even  a  Boston  driver  would  do.  Let's  just 

lat  at  zero  to  60  in  4.6  seconds  (that's  Porsche  territory,  folks),  the  2004  Cadillac  CTS-V  would  prove  impressive.  There's  power 
re  throughout  all  six  speeds  of  its  manual  transmission,  and  with  huge  four-piston  discbrakes  and  18-inch  wheels,  the  CTS-V 
as  well  as  any  European  sedan  we've  driven — maybe  better.  A  traction-control  button  on  the  steering  wheel  instantly  puts  the  car 
ing  mode.  Inside,  Cadillac  comfort  rules,  even  if  the  CTS-V's  growling  exhaust  makes  the  ride  somewhat  noisier  than  it  was  in 

grandpa's  old  atomic-powered  Fleetwood.  But  what  the  heck,  the  thing  goes  163  miles  per  hour,  for  goodness'  sake.  Whaddya 
t?  For  roughly  $50,000,  loaded,  this  Caddy's  a  very  goo'd  deal  indeed.  If  you've  been  shopping  for  a  BMW  or  Mercedes,  we  dare 

o  drop  into  a  Cadillac  showroom  before  you  buy.  Bring  a  little  extra  nerve.  The  beast  awaits,  www.cadillac.com. 


[We're  Lichen  This 

HERE  ARE  SOME  THINGS  TO  LOVE  ABOUT  MOSS: 
It  grows  fast  but  gives  everything  it  covers  a 
respectable  patina  of  age;  it  grows  in  the  kind  of 
deep  shade  that  thwarts  most  anything  else;  it 
feels  like  a  sensual  massage  on  your  bare  feet. 

in  Pennsylvania's  Pocono  Mountains, 
while  downplaying  the  sensuality  angle,  is 
geared  up  to  provide  everything  else:  four  kinds 
of  .ftioss  for  different  coverages  and  sites  (a 
13-square-foot  sampjer  with  "cushion,"  "fern," 
"hair  cap"  and  '?r©ck  cap"  is  $89),  plus  a  variety  of 
misting  kifSipH  testers  and  other  life-support 
jfystems.  There  are  even  indoor  options,  including 
fan  exbtit  tabletop  water  garden  with  lava 
rocks,  a  trickling  fountain  and  a  built-in  fogger. 
'  The  wlf§j|i£  (www.mossacres.com)  suggests 
that  Children  may  enjoy  placing  plastic  dinosaurs 
around  the  setting.  (866)  GET-MOSS. 
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FORGOT  TO  BOOK  THAT  SPA  TRIP  THIS  WINTER? 
Seduci  tenses:  Spa  Visions  of  a  Bon 

Vivant  i  and  pictorial  journey  to 

>t  spas,  courtesy  of 
Angeloni.  In  the 


some  o* 
Brioni's 
second  in  I 
discusses  th 
Turkish  baths 
offers  a  primer  or. 
Even  the  pages  are  t 
Brioni  Books,  availabi 


>eries,  Angeloni 

culture,   from 

■»a,  and  also 

ji  therapies. 

d.  $75; 

nazo  .com. 


SPRING  I 


ANTHRAX-B-GON 


THE  CIGAR-SIZED  MSR  MIOX  WATER  PURIFI 


requires  only  a  pinch  of  salt  and  common  camera  I 
teries  to  operate,  but  neutralizes  a  host  of  potenti 
deadly  contaminants  such  as  VX  nerve  gas,  E.  i 
Giardia  and  anthrax.  Press  a  button  to  pass  a  sr< 
charge  of  electricity  through  the  brine  solution  in 
device's  chamber,  watch  it  fizz,  then  add  the  res 
ing  thimbleful  of  mixed-oxidant  solution  to  the 
taminated  water  source.  A  set  of  two  camera  batti 
and  rock  salt  treats  up  to  200  liters  of  water  wit 
cumbersome  filtration  pump  or  unpleasant  a 
taste.  $130.  (800)  531-9531  or  www.msrgear.i 


WALL-EYED  VISIO) 


FORGET  YOUR  $2.99  X-RAY  SPECS.  TO  REMAIN  COMPETITI 
in  the  spy  business,  you'll  need  RadarVision,  pictured 
here.  Hold  this  device  up  to  nearly  any  type  of  wall — 
concrete,  brick,  Sheetrock,  wood,  tile  or  plastic — and  it 
displays  an  image  of  any  life-form  lurking  on  the  other 
side.  $29,500.  (888)  8-C0VERT  or  www.timedomain.co 
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THE  HELL  THIS  IS  YOUR  HAT 

For  one-of-a-kind  hats,  go  to  Stetson,  where  artist  Nicholas  Gamarello  turns  your  pic- 
tures and  ideas  into  hand-painted  toppers.  Choose  straw  or  fur  felt,  and  have  it  "tat- 
tooed" by  a  master.  No  needles  in  your  skin — and  no  regrets  the  morning  after.  Stetson 
customized  hats,  from  $750  for  straw  and  $1,500  for  fur  felt,  at  www.stetson.com. 


BAGGING  IT 


HOW  OFTEN  DID  THE  AIRLINES  LOSE  ( 


collective  luggage  last  year?  Try  a  quat 


million  times.  Now  GlobalPass  has  int 
duced  what  it  hopes  will  facilitate  err 
i  baggage  retrieval:  globalbagtag.  Each 
|  has  a  unique  serial  number,  and  yi 
r  luggage  information,  contact  details  ; 
t  travel  itinerary  are  stored  online  (via 


GlobalPass  website).  When  your  bag 
lost,  report  it  online;  when  it's  found,  yc 


Horse  t 


u 


FRENCH  INDUSTRIALIST  WILLIAM  KRIEGEL  IS  P 
formally  trained  horseman  who  developed  a  passior 
for  the  American  West  so  profound  that  he  became 
a  U.S.  citizen,  acquired  an  80,000-acre  ranch 
in  Montana  and  set  out  to  raise  and  sell  registere 
quarter  horses.  Kriegel  starts  with  genetically  pure 
foundation  stock.  The  young  horses  have  no  humai 
contact  until  they  are  two  years  old.  Then  they 
are  brought  to  the  La  Cense  Montana  ranch,  when 
they  continue  to  be  handled  in  a  manner  that 
mimics  the  mare-foal  relationship.  This  careful, 
respectful  training  method,  known  as  Natural 
Horse»Man»Ship,  ensures  that  La  Cense  horses  an 
physically  sound  and  mentally  unflappable.  The 
result  is  a  perfect  American  pleasure  horse.  Prices 
start  at  $12,000  and  vary  according  to  age  and  level 
training.  (406)  683-8777,  www.lacensemontana.coi 
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Welcome  to  the  privileged  world  of  Exclusive  Resorts™,  a  very 
private  membership  of  discerning  families  who  enjoy  guaranteed 
anytime,  anywhere  access  to  stunning  and  spacious  residences. 
These  homes  are  landmarks  within  the  great  resorts  and 
cities  around'  the  world.  From  private  pools  and  spas,  plasma 
televisions  ai  :         gner  linens,  to  a  Residence  Concierge 
to  see  to  e  ery    letail  -  we  ensure  that  every  luxury  am 
conveniei  hai      ~.  !i^  is  the  world  of  Exclusive 

Resorts  the  -        js    hoice       the  seasoned  luxury  traveler. 


EXCLUSIVE 

RESORTS 

800.447.8988 

ww\v.exclusiveresorts.com 


L  Lifestyle  Investment 


"You're  only  aware  of  a  sixth  sense  when  you're  at  one  with  yoursi 


ASTON  MARTI  I 


Power,  Beauty  and  Soul 


North  America.  One  Premiei  Place,    .  vine,  CA  92618. 
NA  ASTON,  Facsimile  949-341-6155,  enquir1@astonmartin.com,  www.astonmartin.com 
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EY1SJHUX 

Villas  and  all  meals,  $i,390-$5,080, 
depending  on  villa  and  number  of 

guests,  www.north-island.com. 
U.S.  contact:  ATD-Adventure  Travel 

Desk;  (508)  653-4600,  fax  (508) 
655-5672,  www.african-safari.com. 

SEYCHELLES 

■  SlallCl!  One  hour  by  launch  out  of  Victoria,  th 
of  the  chopper  ride),  I  waded  ashore  at  North  Island,  a 
-Noah's  Ark  in  the  turquoise  waters  of  the  Indian  Ocean.  I 
■outh  African  architect  Silvio  Rech  to  dramatize  the  Seych 
tan  and  African  cultures.  Rech  underlined  the  theme  wit] 
cate  details  and  contrasting  textures:  The  lodge's  floors  gleam 
:led  trunks  of  takamaka  and  casuarina  ti  e    support  thatch  i 

z  Seychelles 
just-opened 
found  my  w; 
elles'  ancienl 
1  a  hand-era 
with  teak  an 
*oots  woven 

islar 
pri\ 
w  to 
"  rok 
fted 
dsa 
byE 

ids'  sleepy  capital  (I  opted 
rate  island  hideaway  cum 

the  main  lodge,  designed 
;  as  a  crossroads  of  Asian, 

ensemble  of  rich  woods, 
nd-blasted  pine,  and  thick, 
alinese  artisans  from   >\ 
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Rome:  The  entry  to  the 
HOTEL  ART,  from  Rome's 
petite,  cobblestoned  Via 
Margutta,  is  a  long  white  alley 
affixed  with  what  appears 
to  be  patches  of  electrified 
confetti.  In  the  main  reception 
area,  under  the  classic  vaulted 
and  frescoed  ceiling,  are  two 
reception  desks  contained  in 
large  white  resin  eggs.  The 
Art,  a  member  of  Small  Luxury 
Hotels  of  the  World,  which 
opened  in  December  2002  in 
a  former  chapel  near  the 
Spanish  Steps,  is  only  one  of  a 
new  wave  of  design-driven 
hostelries — from  outer  edge  to 
neotraditional — now  shaking  up 
Rome's  formerly  stodgy  luxury 
hotel  scene.  The  first  shot  across 
the  bow  was  the  refurbished 
HOTEL  DE  RUSSIE,  which 
opened  in  2000  overlooking 
Piazza  del  Popolo  not  far  from 
the  Art.  But  the  de  Russie's 
clean,  contemporary  look  seems 
almost  sedate  compared  to  the 
new  kids  on  the  block.  To  stay 
at  the  Art,  one  must  be  able 
to  sleep  in  a  room  (and  walk  a 
corridor  without  hyperventilating) 
painted  electric-blue,  yellow, 
orange  or  chartreuse.  The 
furniture  in  the  common  rooms 
is  the  stuff  of  fashion  layout 
backgrounds  (a  fashion 
shoot  was  in  fact  taking  place 
when  I  was  there),  such  as 
the  courtyard/lounge  with  its 
curved,  cut-out  white,  red 
and  orange  plastic  chairs,  and 
another  blast  of  the  electric 
confetti  molded  into  the  shape 
of  a  tree.  Not  surprisingly, 
most  of  the  guests  I  saw 
seemed  to  have  something  to 


imported  ylang-ylang  fronds.  And  not  a  wall  in  sight: 
"rooms"  are  open  to  every  tropical  breeze  and  sea  sound, 
result  is  beyond  stylish.  It  is,  as  a  visiting  Londoner  obser| 
"achingly  hip  and  sexy — the  perfect  place  for  a  fashion  she 
Robinson  Crusoe,  meet  Giorgio  Armani. 

Not  bad  for  an  island  that  Jon  Duncan,  North  I  slat 
environmental  manager,  tells  me  "had  been  abandoned 
ecologically  degraded  for  decades."  Enter  Wilderness  Safl 
which  operates  upscale,  ecologically  responsible  safari  lo^ 
and  bush  camps  in  seven  African  countries.  In  1998  Wilder! 
introduced  what  Duncan  calls  "the  Noah's  Ark  concept" — a  total  ecological  restoratioj 
protect  and  restore  North  Island's  native  flora  and  fauna.  Some  of  the  species  to  be  reintrodul 
such  as  the  giant  Aldabra  tortoises  for  which  the  islands  are  famous  and  the  Seychelles  mat 
robin,  are  rare,  and  this  may  be  one  of  the  only  places  you'll  see  one  in  the  wild. 

Arriving  at  my  villa,  an  imposing  spread  of  nearly  5,000  square  feet,  I'm  happy  to  see 
nonendangered  humans  are  also  well-sheltered  on  North  Island.  Each  of  the  island's  11  secld 
thatch-roof  villas  has  its  own  distinctive  setting.  In  my  villa,  number  2,  the  master  bedrn 
comes  with  a  180-degree  view  of  the  sea,  floors  of  burnished  teak  and,  under  a  cathe 
ceiling,  an  immense  bed  carved  from  dark  Indonesian  wood.  My  compound  also  includ 
plunge  pool  and  a  study  with  satellite  TV  and  high-speed  Internet  connections.  And  of  coi 
Nisbert,  my  personal  butler,  has  his  own  spiffy  little  kitchen  to  see  to  my  drinks  and  snack! 
It's  hard  to  break  away  from  these  posh  digs.  According  to  one  staff  member,  "Some  gu 
especially  honeymooners  and  big  names,  immediately  vanish  into  their  villas  for  their  entire  s 
Too  bad.  Outside,  they  could  prowl  the  island's  coral  reefs  or  swim  with  the  docile  whale  sh 
that  hang  out  just  offshore. 

Back  at  the  ranch,  Chef  Geoffrey  Murray,  formerly  of  SoHo's  Boom  and  Miami's  B! 
prepares  a  flavorful  and  refined  fusion  of  traditional  Seychellois  cuisines:  Asian,  Inc 
African  and  French.  Says  Geoff,  "When  you  blend  local  produce  with  Creole  flavors,  sc 
thing  wonderful  happens."  Geoff's  happenings  usually  involve  tuna,  sea  bass,  snapper 
other  fish  caught  minutes  before  in  North  Island's  waters,  often  by  guests,  and  grilled  o 
banana-leaf  fire.  The  lodge's  outdoor  dining  area,  like  the  rest  of  North  Island,  comb 
the  rustic  with  the  refined:  simple  tables  crafted  from  weathered  timber  set  with  Mila 
linens,  French  porcelain  and  glasses  of  Reidel  crystal. 

The  dining  area  also  attracts  an  unusual  clientele:  large  hawksbill  turtles  that  crawl  asho 
nest  on  the  beaches,  sometimes  at  tableside.  No  charge  for  the  floor  show. — BILL  WHIT? 


do  with  the  fashion  industry. 

The  Art  is  an  almost  minimal- 
ist experience  compared  to  the 
ALEPH,  which  opened  last 
March  off  Via  Veneto.  This  is  not 
ice  to  stay  if  you  have  an 
on  to  vivid  red.  Looking  at 
Americjn  designer  Adam  D. 
Tihany's  scheme  for  the  lobby, 
called  Hell,  and  the  restaurant 
in), !  couldn't  help 
is  designing  a 
on  of  the 
U  brocade 
.    pshades, 

gather  bar 
imurai 


figures  (representing,  apparently, 
good  versus  evil;  your  guess 
as  to  the  winner)  loom  over 
arriving  guests  at  the  entrance 
to  reception. 

As  over-the-top  and  theatrical 
as  the  Aleph  is,  though,  I 
ultimately  found  it  fun.  And 


thankfully,  the  color  schen 
in  the  rooms  change  to  cal 
more  subdued  browns,  gol 
and  blues,  with  furnishing: 
inspired  by  Italian  designs 
of  the  '30s  and  '40s.  The  r 
are  larger  than  average  an< 
several  (such  as  #415)  ha1 


Hotel  Art;  39-06-32-8711,  www.slh.com,  $360-$ll80.  Aleph:| 
422-901,  www.boscolohotels.com.  $400-$1,150.  es. hotel;  39-06-4 
www.eshotel.it.  $485-$3,475.  Exedra;  39-06-48-9381;  WWW.bl 
hotels.com.  $445-$l 0,200.  Residenza  Napoleone  III;  39-347-73 
www.prestigiousrome.com.  $985-$l,395,  depending  on  the 
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exceptional  terraces,  as  does 
the  roof.  In  development  but  not 
yet  open  when  I  was  there  is  a 
basement-level  spa  nicknamed 
"Heaven,"  decorated  in 
more  calming  shades  of  blue 
and  containing  an  indoor  pool. 

A  rooftop  pool,  sleek  and 
dramatic,  is  one  of  the  signature 
features  of  the  ES.HOTEL 
near  Roma  Termini  Station. 
Everything  about  this  place  is 
stripped  down  and  sleek.  There 
are  designer  touches  with  a 
sense  of  humor  you  may  or  may 
not  find  funny — a  patch  of  lawn 
on  a  terrace,  a  room  with  the 
shower  in  the  center,  welded  to 
the  sink  and  the  bed.  (Just 
try  showering  while  your 
companion  is  still  asleep.) 

Other  new  entries  are 
actually  showcasing  Rome's 
traditional  look.  A  sort  of  sensible 
older  brother  to  the  Aleph 
(the  two  are  owned  by  the  same 
company),  the  EXEDRA  is  a 
bastion  of  plush,  classical 
design  in  a  neoclassical  building 
with  Roman  arches  and  columns 
and  a  glamorous  rooftop  pool 
(but  with  Adam  D.  Tihany  let 
loose  to  create  a  sharp,  modern 
design  in  the  restaurant  and 
wine  bar).  The  most  unique  is 
the  RESIDENZA  NAPOLEONE  III 
in  the  16th-century  Palazzo 
Ruspoli  located  at  the  end  of 
Via  Condotti.  The  opulent  apart- 
ment of  three  vast  rooms 
decerned  by  Principessa  Letizia 
Ruspoli  with  the  noble  family's 
priceless  antique  furniture  and 
paintings  is  intended  to  look 
much  the  same  as  it  did  when 
the  former  ei.-.nci  here  as 

a  child.  In  the  corr, 
Rome's  quirky  new 
could  call  it  radical-retro 
is  also  very,  very  special,  and  ai 
Old  World  Grand  as>  01 
to  find.— LAURIE  Wt 


CALIFORNIA 


The  problem  with  stayi 


Yosemite  National  Park: 

the  CHATEAU  DU  SUREAU,  located  just  outside  Yosemite  Park  and  an  hou 
half  from  the  most  spectacular  scenery  in  North  America,  is  that  it ! 
ing  anywhere  else.  •  The  inn  and  restaurant  are  the  brair 
Kubin-Clanin,  a  native  of  Vienna  who  has  been  enterta 
'tors  to  Yosemite  for  a  quarter-century.  She  used  to  ru  ( 
i  a  Wawona,  inside  the  national  park,  until  the  Park  S<  i 
on  the  grounds  that  visitors  to  U.S.  national  parks 
eat  bad  food  and  stay  in  lodgings  that  will  remind  then  I 
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MAGINE  THE  LOOK  ON  YOUR  MEETING  PLANNER'S  FACE 

a/HEN  YOU  SUGGEST  LAS  VEGAS. 


£$*** 


W  0      K      A  S      H  ft  R  O      AS     WE     PL  A  Y.' 


LL  THEM  YOU  ALREADY  KNOW  THAT  MEETINGS  IN  LAS  VEGAS  ARE  OFTEN  BETTER  ATTENDED. 
AT  ALL  THE  RESORTS  HAVE  PROFESSIONAL  STAFFS  TO  MAKE  SURE  EVERY  DETAIL  IS  COVERED. 
AT  YOUR  PEOPLE  ARE  LIKELY  TO  WORK  EVEN  HARDER  WHEN  THEY  KNOW  THE  FUN  IS  GOING 
|  BE  THERE  FOR  THEM  ANY  TIME,  DAY  OR  NIGHT  THAT  "HARD  WORK'  AMD  "LAS  VEGAS"  ARE 
>T  MUTUALLY  EXCLUSIVE  TERMS.  LET  THEM  KNOW  IT'S  OK  t0  SUGGEST  LAS  VEGAS.  THEN  TELL 
EM'TO  VISIT  LVCVA.COM  OR  CALL  702-882-3^11     YOU'LL  BE  A  HERO  IN  THEIR  EYE: 


FYEve 


ENGLAND 

Central  London:  Most 

hotels  that  claim  to  be 
in  the  very  heart  of  London 
usually  aren't.  One  hotel 
that  doesn't  make  the  claim  at 
all,  however,  actually  is.  The 
small,  surpassingly  charming 
COVENT  GARDEN  HOTEL 
sits  on  a  narrow  street 
surrounded  by  bustling  lanes 
chockablock  with  some  of 
London's  most  tony  shops  and 
restaurants  (Ivy  is  just  around 
the  corner).  The  hotel  is  also 
within  easy  reach  of  the  major 
museums  and,  of  course, 
the  theater  district.  Fifty-eight 
lovely  rooms  (complete  with 
plasma  televisions),  a  fine 
eatery  downstairs  and  a  staff 
that's  helpful,  civil  and  cool 
without  gloating  about  it.  Now, 
that's  heart.  Covent  Garden 
Hotel,  10  Monmouth  Street, 
London;  44-20-7806-1000, 
www.  coventgardenhotel.  co.  uk 
rates  from  $395  to  $1,695. 

—PATRICK  COOKE 
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Chateau  du  Sureau  i 

member  of  Relais  &  Chatea 

48688  Victoria  Lane,  P 

Office  Box  577,  Oakhtn 

California  93644.  Chateau 

Sureau  and  Villa  Surt 

reservations:  (559)  6( 

6860;  Erna's  Elderberry  Hoi 

reservations:  (559)  6! 

6800,  fax:  (559)  683-081 1 

www.chateausureau.co 

Open  year-round.  Ten  roon 

ranging  in  price  from  $3 

to  $550  per  night.  The  V 

is  $2,800  per  nig 


of  Fort  Dix.  But  Austrians  tend  to  be  undaunted.  Kubin- 
Clanin  bought  nine  acres  in  Oakhurst,  16  miles  from  Yosemite's 
front  gate,  and  built  a  ten-room  hotel  and  restaurant.  She 
named  it  "Erna's  Elderberry  House"  after  the  abundant 
local  shrubbery. 

One  night  in  1987,  a  man  from  New  York  showed  up  for 
dinner  after  the  kitchen  had  closed.  She  served  him  a  superb 
meal,  whereupon  the  visitor  revealed  himself  to  be  Craig 
Claiborne,  then  chief  food  critic  of  The  New  York  Times.  It's 
an  appropriately  fairytale-like  story,  given  the  Chateau's  Old 
European  flavor.  Claiborne  put  it  on  the  map,  and  it  has 
been  there  ever  since.  The  two  evenings  I  dined  there  left  me 
20  pounds  heavier  and  in  a  state  of  gastronomic  grace. 

In  1991,  Erna  and  her  husband,  Rene,  an  ophthalmologist 
from  Fresno  who  took  up  welding  and  created  the  artful  iron- 
work on  the  properly — added  the  Chateau  Sureau,  followed 
by  the  Villa  Sureau  in  1999.  It  is  stunning  in  every  detail.  I 
have  slept  in  four-poster  beds  before,  but  until  now  had  never  bathed  in  a  four-poster  Jaa 
The  Villa's  architecture  is  based  on  a  turn-of-the-century  Parisian  manor  house.  It  is  opu 
yet  cozy.  There  are  two  separate  suites,  including  a  library,  baby  grand  piano,  24-hour  b 
(though  it  escapes  me  why  one  would  need  a  butler  at  3  a.m.),  flick-of-the-switch  firep 
period  French  furnishings,  witty  and  festive  oil  paintings,  and  a  bathroom  that  is  so  luxui 
you  may  never  get  around  to  visiting  Yosemite  National  Park  at  all.  At  night,  you'll  find 
pillows  with  a  distinctive,  crisp  karate-chop  imprint  on  them,  as  though  they're  standing  to  a 
tion,  along  with  a  fresh  pastry  instead  of  a  mere  mint,  and  a  hand-drawn  note  wishing  ) 
good  night's  rest.  Next  to  a  cut-crystal  dish  of  amber  aroma  crystals  on  a  side  table  I  fi 

another  note  in  neat  calligraphy:  "Not  Eatable!"  A 
thing,  since  I  was  at  this  point  eating  everything  p 
front  of  me.  Outside  the  Villa  is  a  Roman  spa  when 
can  sit  in  steaming,  rushing  water  underneath  the 
Mornings,  I  took  my  coffee  and  croissant  on  the  te 
by  an  alabaster  fountain,  inhaled  the  cool  lavender- 
sage-scented  air  and  listened  to  the  chatter  of  jays. 
The  food.  The  chef  is  34-year-old  James  Overb 
formerly  of  the  Windsor  Court  Hotel  in  New  Orl 
He  showed  a  masterful  touch  with  everything 
the  pan-seared  walleye  pike  fillet  with  curried  r 
beans  to  the  rack  of  lamb  and  picholine  olive-eggf 
wrapped  pork  tenderloin.  Then  there  was  the  tast< 
still  lingers  on  my  tongue  months  later:  The  she 
broth  with  Kaffir  lime,  a  mesmerizingly  aromatic 
from  Southeast  Asia  that  the  Thais  claim  will  pre 
mental  alertness  and  ward  off  evil  spirits.  You  can 
a  chef  tor  much  more  than  that. 

The  wine  cellar  is  well-stocked,  but  I  was  very  cc 

ordering  inexpensive  local  wines  by  the  glass.  ! 

Madera  County  wines  reminded  me  of  the  perfumey  reds  you  find  in  Prove 

't  know  what  I  was  thinking  when  after  five  courses,  with  dessert  (Chocolate  Deca 

1  Bla<  '  berrj  Sorbet)  still  to  go,  I  agreed  to  the  cheese  tray.  One  can  only  surrender  to 

ie  seven  I  sampled  was  a  runny  heart-stopper  from  Burgundy  called  Ep< 

ing  I  remember.  But  I  died  a  happy  man— CHRISTOPHER  BUCKLEY 
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Parrot  Cay,  (649)  946- 

7788,  www.parrot- 

cay.com.  $380-$3,520. 


I  Ul  Udji  Seekers  searching  for  their 
^and  a  fabulous  poolside  cheeseburger — should 
sider  PARROT  CAY,  a  i,ooo-acre,  6o-room  hide- 
iy  on  a  private  island  in  the  Turks  and  Caicos.  In 
nary  the  resort  completed  a  massive  expansion  of  its  holistic  spa,  called 
'MO  Shambhala.  The  12,600  square-foot  space  includes  Javanese  baths, 
ilates  studio  equipped  with  dauntingly  named  equipment  like  the 
former"  and  yoga  studios  with  top  instructors  and  occasional  visiting 
ic  guest  stars.  •  Guests  who'd  rather  leave  their  inner  Buddhas  to  their 
1  devices  can  pass  the  sunny  hours  on  the  powdery  beach,  where  a  waiter 
ring  a  frosty  margarita  is  never  more  than  a  wave  away.  Parrot  Cay's  two- 
three-bedroom  villas  offer  heated  swimming  pools  and  butler  service. 
!  menus  at  Parrot  Cay's  two  top-notch  restaurants  feature  specialties 
local  grouper  in  potato  scales  with  tomato  kasundi;  otherwise-minded 
itioners  can  opt  for  miso-marinated  tofu  with  crunchy  teriyaki  greens 
n  the  Shambhala  spa  menu— Alexandra  kirkman 


RHODE  ISLAND 

•ortSmOUth:  The  Carnegie 
Abbey  golf  club,  located 
six  miles  down  the  road  from 
Newport,  has  been  open  for 
just  four  years,  but  has  the  air 
of  a  much  older  place.  Perhaps 
it's  the  vintage  London  taxi 
that  picks  you  up  at  the 
parking  lot,  or  the  fact  that  the 
golf  course's  choppy  little  hills, 
coarse  fescues  and  treacherous 
pot  bunkers  have  a  Scottish 
links  feel.  (And  not  accidentally: 
it  was  designed  by  Scottish 
architect  Donald  Steel,  a 
member  of  the  Royal  and 
Ancient's  advisory  board.)  Six 
miles  of  old  stone  walls  criss- 
cross the  500-acre  property. 
The  club  has  a  fetching, 
Adirondack-style  clubhouse, 
a  European-style  spa,  a  riding 
stable  and  eight  miles  of  trails. 
A  340-foot  pier  juts  out  into 
Narragansett  Bay,  also  known 
as  Sailing  Heaven.  Of  the  22 
waterfront  lots,  which  start 
at  $800,000,  only  two  remain, 
but  21  more  will  be  made 
available  on  a  nearby  lake. 
There  is  also  an  old  220-foot 
tower,  a  former  aluminum  wire 
factory,  undergoing  conversion 
to  luxury  condos.  Membership 
in  Carnegie  Abbey  costs  an 
icy  $140,000.  But  for  a  bit  of 
the  Old  World  right  here  in 
the  New,  it's  worth  it  if  you've 
got  it.  (401)  682-6000; 
www.  carnegieabbeyclub.  com. 

—THOMAS  JACKSON 
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Life  is  a  series  of  choices: 

CABERNET? 

PINOT  NOIR? 

OR  PERHAPS  THE 
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At  Fleming's,  we  offer  100  world-class  wines  by  the  glass,  and  a  staff 

that's  expert  in  helping  you  choose.  So  you'll  enjoy  a  perfect  pairing  of  wine  and 

stylish  steakhouse  dining.  Every  time  you  join  us. 

WHERE  EVENINGS  OUT  BECOME   MEMORABLE  TIMES. 


fleminLjsstcLjkliouse.com 


MING'S  PRIME   STEAKHOUSE  &  WINE  BAR 

Austin 

nore      Birmingham     Boston     Edgewater     El  Segundo      Houston 

:  *s  v 

Nashville     Newport  Beach     Phoenix     Rancho  Mirage     Richmond 
e  City     San  Diego     Tampa     Tulsa     Tysons  Corner     Winter  Park 

— 

Grape  Juice  by  Richard  Nalley 


ranee  on  $20  a  Day 


Well,  anyway, 
at's  the  wine  bill: 
25  beauties  under  $20 


ember  that  lazy  afternoon  beside 
^oire,  just  you  and  your  love  in  the 
dappled  meadow,  with  a  bottle  of 
,  cheap  red  and  that  cheese  with  the 
1  you  couldn't  get  off  your  fingers? 
,  that  wine,  or  something  hauntingly 
t,  is  still  out  there,  maybe  even  better 
these  days  and  more  plumply  deli- 
(And  that  cheese  tf/// smells  scary.) 
>u  shop  right,  even  the  prices  will 
whelm  you  with  nostalgia. 
:or  people  with  a  taste  for  the  clas- 
-for  Cabernet  Sauvignon,  say,  or 
donna}',  or  Syrah— France  is  still  the 
lei  for  the  world,  and  "France"  is  still 
aisle  to  shop  for  well-priced  wines 
l  soul.  A  Cotes-du-Rhone,  an  Alsace 
)t  Gris,  a  Chinon — even  with  the  sink- 
dollar,  the  country  is  still  chockablock 
i  small  gems  that  taste  like  big  gems. 


Pour  one  of  the  ringers  below — none  priced 
over  *20 — into  an  unmarked  decanter  and 
humble  -  with  the  magnitude  of 

your  disc .  and  largesse. 

BORDEAUX/SOUTHWEST 

ige  of  the  century" 


iux  with  perplexing 
ie  top  wines  here,  or 


even  most  of  their  "second  labels,"  were 
priced  under  $20.  But  Bordeaux,  the 
homeland  of  Cabernet  Sauvignon  and 
Merlot,  is  a  mighty  big  place.  There  are 
more  than  9,000  "chateaux"  here  (though 
relatively  few  of  them  boast  an  actual  cas- 
de),  and  57  legally  recognized  appellations, 
1  distinctive  place-names.  You'd  have  to 
figure  that  there  are  a  rich  range  ot  bargains 

FORBES  FY  I  .^ 


in  lesser-known  names,  and  you'd  be  right. 
Place-names  to  look  for:  Medoc,  Haut- 
Medoc,  Listrac,  Moulis,  Cotes  de  Blaye, 
Fronsac,  Cotes  de  Bourg,  Montagne-St- 
Emilion,  Entre-Deux-Mers.  Other  South- 
west: Cahors,  Bergerac,  Madiran. 


Malbec — all  but  ignored  in  Bordeaux,  but 
celebrated  here — rwhich  gives  the  wine  a 
smoky,  crushed  black  cherry  character. 

Chateau  Greysac,  Medoc  ($17)  A  cru 
bourgeois  whose  sandy  vineyards  stretch 
along  the  Gironde  River  shore  north  of 


Without  much  competition. Burgundy 
is  the  wine  you  are  most  likely  to 
get  burned  by:  It's  expensive, 
complicated  to  understand  and  has 
huge  vintage  quality  swings. 


Chateau  Bonnet  2002,  Entre-Deux- 
Mers  (white)  ($10)  From  the  estimable 
Andre  Lurton,  this  crisp,  lively  white  leav- 
ens the  traditional  Sauvignon  Blanc/Sem- 
illon  blend  with  a  lick  of  fruity,  melony 
Muscadelle. 

Clos  la  Coutale  2001,  Cahors  ($14) 
From  a  sixth-generation  family  pro- 
ducer, via  super-importer  Kermit  Lynch, 
the  deeply  hued  blend  is  dominated  by 


Saint-Estephe,  Greysac's  blend  is  Merlot- 
driven,  which  gives  the  medium-bodied 
wine  a  supple,  luscious  quality,  while  its 
substantial  portion  of  Cabernet  gives  it 
firmness  and  grip;  the  '99  is  drinking 
beautifully  right  this  minute. 

Chateau  Bel  Air  1999,  Haut-Medoc 
($12)  One  of  many  "Bel  Airs"  in  Bordeaux, 
this  juicy  red  beauty  from  the  Domaines 
Henri  Martin  offers  the  region's  classic 


weight,  profile  and  smooth  elegancn 
steal  of  a  price.  ' 

ALSACE 

One  of  the  enduring  mysteries  of  the] 
world  is  why  Americans  don't  mobl 
store  shelves  for  these  perfumed,  exj 
largely  dry  white  wines.  They  match  u 
famously  well  with  food  that  back  hi 
the  Alsatians  drink  them  with  all  mai 
of  sausages  and  ham.  It  is  true  thl 
France  there  is  a  sea  of  mediocre,  chl 
terless  Alsace  wine,  but  the  higher-q 
ity  stuff  that  journeys  across  the  sea  I 
makes  these  wines  one  of  the  best  1 
in  the  wine  store.  If  others  pass  it  bjj 
much  the  better  for  the  rest  of  us.. . . 

Trimbach  2001  Pinot  Blanc  ($| 
Trimbach,  a  i2th-generation  family  1 
ery,  is  tiny  by  Alsace  standards,  bui 
the  number-one  seller  in  the  U.S.  I  d 
this  recently  with  a  fried  oyster  po' 
and  everything  about  the  bright,  fi 
taste  of  the  wine  set  the  salty,  crun 
briny  tastes  of  the  sandwich  dancin: 

Paul  Blanck  2002  Riesling,  "Classic 
($18)  Dry  and  crisply  luscious,  with '. 


Admit  it.  You  didn't  grow  up  longing  to  be  a  systems  analyst. 


Won!  ro 

Happy  trail 
fantasy0  Fo 

contact  ;he  / 


;guide.com, 

vhere  every  road  leads  to  new  adventures.  Why  not  indulge  a 
\!ing  an  Official  State  Visitor's  Map  and  Calendar  of  Events, 
free  01866-275-5844. 
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Dawn. 
Rocky  Mountains.  Colorado. 
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Dusk. 
Beverly  Hills.  California. 
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\ffles  Hotels  &  Resorts  and  Forbes  Trinchera  Ranch 
present  two  awe-inspiring  views, 
and  two  impeccable  places  to  enjoy  them. 


Inhere  are  times  you  wish  to  leave  the  hustle  and  hustle 
X  far,  tar  behind.  Yet  every  now  and  then,  the  desire  to 
tve  the  world  at  your  feet  simply  overwhelms.  Which  is 
.'hv  Raffles  L'Ermitage  Beverly  Hills  and  Forbes  Trinchera 
lanch  offer  unique  experiences  that  are  no  less  than  legendary, 
or  whichever  mood  takes  you. 


Lose  yourself  to  the  high  of  mountains,  valleys,  lakes  and 
streams  on  the  Forbes  Trinchera  Ranch.  Only  to  delight  in 
the  joys  of  horse  riding,  trout  fishing,  mountain  hiking  or  just 
relaxing.  Or  find  yourself  indulging  in  gourmet  dining,  designer 
shopping  or  star-spotting  at  Raffles  L'Ermitage  Beverly  Hills. 

Back  to  nature.  Or  city  slicker?  Whatever  you  wish;  whenever. 


baffles  L'Ermitage 

BEVERLY  HILLS 

taffies  L'Ermitage  Beverly  Hills 
'291  Burton  Way,  Beverly  Hills 

90210,  USA 
t"el:  +1310278  3344 
•ww.raffles-lermitagehotel.com 
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FORBES  TRINCHERA 


n,- 


RANCH 


Forbes  Trinchera  Ranch 
P.QBoxl49B        larland 

■ 
Tel:  +1  719  379  32o4 
nrww.fi  irb  i  irtchera 


Raffles 

Hotels  &  Resorts 


and  reservations  at  www.raffles.com 


pore  »  Raffles  Hotel  Le  Royal,  Phnom  Penh  •  Raffles  L'Ermitage,  Beverly  Hill 

.  ■  ,  ..  ien   R      i  •  LeMontreux Palace, Montreux  •  Raffles  Hotel  Vierjahres:citen,  Hamburg 


' 


'  '.      ; 


>.r  Bintan*  •  Rattles  Resort  Canouan  Island,  The  Grenadines1" 
;  illorca  it  Colinas  d'Es  Trenc*  •  Raffles  Resort  Phuket* 

dei  development 


flavors  of  peach  and  lemon,  this  pulls  off 
the  flavor-punch-without-excess-weight 
trick  that  so  few  wines  manage;  one  of  the 
contenders  for  "Best  of  Show"  here. 

Hugel  2002  "Gentil"  ($11)  Another 
i2th-generation  wine  company,  the  350- 
year-old  Hugel  revived  a  local  tradition  of 
blending  fine  grapes  into  wines  called 
"Gentil."  Based  on  Gewurztraminer, 
with  portions  of  four  other  varieties,  it 
somehow  meshes  into  a  seamless  whole 
with  a  young,  fresh,  mildly  spicy  character. 

BURGUNDY 

Without  much  competition,  Burgundy 
("Bourgogne"  on  the  label  in  French)  is 
the  wine  you  are  most  likely  to  get  burned 
by.  It  is  expensive,  complicated  to  un- 
derstand and  has  huge  vintage  quality 
swings — seemingly  from  one  acre  to  the 
next.  (The  '97s  and  '99s  are  the  best  over- 
all bets  among  the  recent  harvests.)  For  all 
these  reasons,  there  is  a  kind  of  wine  col- 
lector macho  about  Burgundy;  there  are 
no  wine  snobs  to  equal  the  true  nose-in- 
the-air  Burgundy  fiend.  What  keeps  the 
rest  of  us  living  in  quiet  envy  is  that  great 
Burgundy — red  Pinot  Noir  and  white 
Chardonnay — can  hit  heights  of  nuance 
and  pleasure  that  few  other  wines  in  the 
world  can  touch.  And,  despite  head- 
turning  progress  with  Pinot  Noir  else- 
where (mainly  the  U.S.  West  Coast),  at 
their  best,  the  Burgundy  versions  are 
still  unsurpassed.  Place-names  to  look 
for:  Cote  de  Nuits,  Cote  de  Beaune,  Bour- 
gogne, Cote  Chalonnaise  (Mercurey,  Givry, 
Rully),  Macon  (Pouilly-Fuisse,  Saint- 
Verand),  Chablis,  Savigny-les-Beaune, 
Pernand-Vergelesses,  Santenay,  Fixin. 

Olivier  Leflaive  2002  Bourgogne,  "Les 
Setilles"  ($15)  The  negotiant  operation 
of  the  family  that  owns  highly  regarded 
estate  producer  Domaine  Leflaive  bottled 
this  creamy  Chardonnay,  which  comes 
across  like  a  junior  Meursault,  including 
the  seamlessly  integrated  oak. 

Domaine  Vocoret  2002  Chablis  ($17) 
True  Chablis  wines  such  as  this  one  taste 
like  the  anti-California  Chardonnay — 
very  dry  and  minerally,  medium-bodied 
with  a  clean  cut  of  natural  acidity. 

Nicolas  Potel  2001  Bourgogne, 
"Maison  Dieu"  ($17)  Dynamic  negotiant 
Nicolas  Potel  may  have  studied  in  Cali- 
fornia— and  this  wine's  plump,  aromatic 


; 


richness  shows  it — but  he  is  a  tradit 
alist  at  heart,  giving  this  fed,  gr 
mostly  in  Pommard,  a  long,  slow  m 
ration  in  his  cold  cellars,  and  wor 
the  barrels  according  to  the  phase 
the  moon. 

Philippe  Girard  2001  Savigny 
Beaune  ($17)  This  old-vines  Pinot  fl 
shows  the  benefits  of  cherry-picking  £ 
generally  iffy  vintages;  medium-we; 
and  relatively  lean,  it  carries  a  smoi 
fruit-sweet  black  cherry  charm. 

BEAUJOLAIS 

Beaujolais  is  technically  part  of  Burgu 
(though  its  reds  are  Gamay,  not  P. 
Noir),  but  it  deserves  its  own  sect 
here.  The  best  Beaujolais  wines — md 
ing  not  the  Nouveau,  and  not  typic 
the  simple  appellation  "Beaujolais"— i 
among  the  most  fragrant,  easy  to  like,; 
food-loving  wines  in  the  world,  and  1 
somehow  never  gotten  on  board  the; 
Price  train.  Look  for  bottles  from  the| 
named  villages  or  "cms":  Brouilly,  Cot 
Brouilly,  Chenas,  Chiroubles,  Flei 
Julienas,  Morgon,  Moulin-a-Vent,  RqJ 
St-Amour. 

Domaine  Joel  Rochette  2002  Broi 
"Pisse-Vieille"  ($12)  First  off,  you've) 
to  love  the  name  ("vieille"  means  "old  1 
the  way),  then  you'll  love  the  soft, 
grant,  nuanced  red  itself. 

Domaine  Pierre  Savoye  2000  Mor 
"Cuvee  de  Vieilles  Vignes"  ($14)  Prod 
on  the  famous  slate  slopes  of  Mor: 
this  taudy  made  red  from  a  superb  vin 
exudes  clean  and  clear-as-a-bell  sv 
wild  berry  flavors. 

Maison  Louis  Jadot  2002  Beaujo 
Villages,  Chateau  des  Jacques,  "Gi 
Clos  de  Loyse"  ($14)  Though  the 
majority  of  Beaujolais  is  red,  this 
vines  Chardonnay  is  a  special  bargl 
plump  and  mouth-filling,  with  cl; 
yellow  apple  and  pear  fruit. 

RHONE  VALLEY 

The  northern  Rhone  is  the  home  o:  I 
great  and  generally  pricey  Syrahs  t 
Hermitage,  Cote  Rotie  and  Cornas 
there  are  some  notable  bargains.  The  1 
wines  from  Crozes-Hermitage  anc  ! 
Joseph  can  be  steals,  but  unlike  the  t 
small  areas  above,  these  are  spraw 
appellations  that  produce  a  lot  of  ajsc 


oo.  One  kev  tip  to  note:  The  northern 
le's  Big  Three  producers,  Chapoutier, 
;al  and  Jaboulet,  are  among  the  high- 
ualitv  big  wineries  anvwhere,  and  even 
basic  Cotes-du-Rhone  bottlings  are 
a'  always  good  deals. 
he  southern   Rhone,  the  land  of 
:eauneuf-du-Pape  and  Gigondas,  is 
and  of  blends  (13  grapes  are  allowed 
hateauneuf),  and  of  a  range  of  more 
t  approachable  wines  at  more  favorable 
Look  particularlv  tor  Cotes-du- 
ne-Villages,  especially  those  with  place- 
es  appended  (Rasteau,  Vinsobres,  etc.), 
for  Vacqueyras,  Cotes  du  Ventoux, 
c  and  (for  roses)  Tavel. 
laison    Chapoutier   2001    Crozes- 
nitage  "Petite  Ruche"  ($20)  Rhone 
Michel  Chapoutier  makes  this  Syrah 
l  vounger  vines — young  in  this  case 
ning  around  25  years  old — in  a  fresh, 
ium -weight,  easygoing  style  but  one 
still  carries  a  substantial  payload  of 
berrv  and  black  currant  fruit. 
Domaine  Saint  Gayan  2001,  C6tes-du- 
ne-Villages  Rasteau  ($17)  A  ringer  for 
icier  Gigondas,  this  Grenache-domi- 
:d  red  is  shot  through  with  spicy  notes 
ilack  pepper  and  ripe  red  berries,  and 
tes  itself  extra-welcome  with  a  well- 
:,  smooth-drinking  harmony. 
hateau  d'Aqueria  2002  Tavel  (rose) 
6)  Tavel  is  famous  tor  dry,  big-bodied 
is,  and  this  multigrape  blend  from 
haps  the  area's  most  renowned  winery 
inded  in  1595)  is  concentrated  enough 
hine  alongside  your  burger  or  ribs. 

IRE  VALLEY 

th.the  exception  of  Sancerre  and 
iilly-Fume — whose  wineries  can  hit  the 
ghts  but  often  seem  not  to  bother — the 
ire  is  a  mystery  to  most  American  wine 
nkers.  Why  this  should  be  is  something 
a  mystery  itself,  since  this  is  one  of 
ince's  loveliest  and  most  often  visited 
irist  regions.  But  in  this  country,  the 
[ire's  many  life-enhancing  wines  often 
pa't  easy  to  find  in  wine  stores,  and  often 
rry  unfamiliar  names.  ("Will  it  be 
>urgueil  or  Menetou-Salon,  my  pearl?") 
other  words,  the  place  is  a  treasure 
)ve  of  undiscovered  wine  pleasures. 
)ok  for:  Chinon,  Vouvray,  Saumur, 
uscadet,  Anjou  (roses)  and,  yes, 
)urgueil  and  Menetou-Salon. 


Stuttering  Didn't  Keep  Him  Off  TV. 


Stuttering  hasn't  stopped 
,:  is  Brendon 

from  making  his  mark  on 
rood  a   ">  inder"  in 
Hie  Van  pire  Skyer. 
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It's  called  the  adventure 
capital  of  the  world. 
Not  the  sit  around  the 
pool  drinking  fruity  drinks 
capital  of  the  world. 


The  Royal  Tour 

$3595* 

1 5  Days  per  person 
double  occupancy 
includes  round  trip  airfare 


There's  a  reason  people  come  to 
Queenstown.  And  it  ain't  the  cable  TV. 
But  it's  just  one  of  the  places  you'll  visit 
when  you  book  The  Royal  Tour  Package 
Package.  It  includes  everything  from  airfare 
and  hotel  to  glacier  walking,  kayaking  and 
jetboating  the  Shotover  River.  You'fl  even 
attend  a  real  outdoor -Maori  concert. 
Call  1-800-531-4138  or  visit  us  at 
www.gonewzealandnow.com/bnz.  One 
of  our  New  Zealand  experts  will  be  happy 
to  customize  your  trip. 


MR  NEW  ZEALAND 

A  STAR  ALLIANCE  MEMBER   /► 


C2004  Air  New  Zealand  'Price  is  per  person,  do," 
and  includes  roundtnp  Economy  Class  airfare  on  A. 
departing  from  Los  Angeles  lo  Auckland.  Inquire 
from  other  U.S.  cities.  Inquire  about  children's  pac 
valid    12/9/03-04     Full    payment    due    upon    bookii. 
non-refundable.   No  changes  or  re-routing  permitted  a 
issue.  If  hotels  included  in  package,  rates  are  subject  to  a. 
Airline  seats  are  limited  and  blackout  dates  may  apply.  { 
shown  for  the  international  airfare  do  not  include  PFC  lup  to 
September  11th  Fee  (up  lo  $10).  and  Federal  excise  tax  per  I, 
segment  of  S3. 15.  In  addition,  the  airline  price  does  not  incl-T, 
taxes  and  fees  associated  with  international  travel  of  approximately* 
$45.  Please  note  that  certain  charges,  car  rental  insurance,  resort*" 
fees,  room  service,  phone  calls,  gratuities  and  mini-bar  are  not 
ficluded  m  the  package  price  Passengers  are  responsible  for  obtaining 
■k  necessary  visas  or  other  documentation,  CST#  1018531-40^ 


Champalou  2002  Vouvray  (sec)  ($15) 

Vouvray's  Chenin  Blancs  come  in  various 
still,  sparkling,  sweet  and  dry  versions — 
this  one's  dry  and  still,  with  a  melony 
delicacy  that  conceals  its  fine  streak  of 
firm  acidity. 

Gratien  &  Meyer  Saumur,  "Cuvee 
Flamme"  (nonvintage)  ($18)  The  Loire 
produces  many  of  France's  most  elegant 
non-Champagne  sparkling  wines,  in- 
cluding this  delicate,  lovely  rose  made 
primarily  from  Cabernet  Franc. 

Chateau  de  Coulaine  2002  Chinon, 
"Bonnaventure"  ($19)  The  history  of 
this  vineyard  stretches  back  to  1300,  and 
Etienne  de  Bonnaventure  has  been  a  bit 
of  a  throwback  himself  since  assuming 
control  in  1988,  instituting  organic  farm- 
ing practices  and  lowering  grape  yields  to 
get  wines  like  this  aromatic  Cabernet 
Franc  with  its  straightforward  elegance. 

Domaine  Vincent  Delaporte  2002 


not,  for  example,  plant  Chardonna] 
Bordeaux  and  call  it  "Bordeaux,"  bu 
many  vineyards  here  you  can  pretty  m 
plant  what  you  please.  Look  for:  Cote 
du  Languedoc  (especially  Pic  St-L 
and  Montpeyroux),  Minervois,  Corbiel 
St-Chinian,  Cotes  du  Roussilld 
Villages,  Cotes  de  Provence,  Cotes 
Ventoux,  Coteaux  d'Aix-en-Provenc< 

Domaine  de  Bres  2001  "Cantarel 
($12)  This  red,  from  the  owner 
Chateauneuf-du-Pape's  Cuvee  du  V) 
ican,  proves  that  even  the  humbl 
appellation  (it's  a  Vin  de  Pays  d'Oc)  j 
produce  delicious  wine;  in  this  casa 
chewy,  generous,  easy-drinker  blend 
from  four  grapes. 

Chateau  de  Caraguilhes  2000,  Co 
ieres  ($17)  Back  in  1525  this  vineyard  \ 
sold  by  the  Catholic  Church  to  raise  ra 
som  money  for  King  Francois  I,  who  \ 
incommoded  by  the  Spanish.  It  has  ni 


With  the  exception  of  Sancerre  an< 
Pouilly-Fume — whose  wineries 
can  hit  the  heights  but  often  seem 
not  to  bother — the  Loire  is  a  mystei 
to  most  American  wine  drinkers. 


Sancerre  ($20)  What  sets  the  Sauvignon 
Blancs  of  Sancerre  apart?  Sample  this 
smoky,  citrusy  wine  with  a  surprisingly 
full,  creamy  middle  to  get  the  effect. 

SOUTH  OF  FRANCE 

The  vast,  sun-struck  swath  of  southern 
France  has  long  produced  most  of  the 
country's  wine,  but  up  until  10  to  15 
years  ago  it  occupied  very  little  space  in 
the  minds  of  most  quality-conscious 
drinkers.  (Or  in  the  wine  books,  which 
often  dismissed  Provence  and  the  Midi 
with  a  few  patronizing  paragraphs.) 
There  is  still  plenty  of  plonk  being  pro- 
duced here,  but  this  is  now  France's  most 
explosively  creative  wine  region  (or  really, 
regions),  partly  because  land  is  more  af- 
fordable, and  partly  because  many  places 
don't  have  to  cope  with  the  strict  wine 
regulations  that  hinder  experimentation 
more  prestigious  areas.  You  could 


found  its  way  into  the  stable  of  wi 
maker  Laurent  Max  (of  Burgunc 
Louis  Max),  who  farms  it  to  the  stric 
"Ecocert"  organic  standards  and  prodi 
this  wonderfully  briary,  spicy  red  w 
with  a  broad,  smooth  finish. 

Chateau  la  Roque  2001,  Pic  St-L< 
"Cuvee  Mourvedre"  ($14)  This  is 
easy-drinking  little  brother  of  la  Roq' 
cult  wine  Cupa  Numismae  bottli 
with  a  meaty,  mildly  smoky  center  ar 
snootful  of  exotic  berry  fruit. 

Domaine  Saint  Martin  de  la  Garri 
2001,  Coteaux  du  Languedoc,  "Broi 
nelle"  ($18)  Maybe  it's  the  name,  but 
not  too  much  of  a  stretch  to  whiff  sc 
of  the  sun-roasted  spice  aromatics  (fh) 
and  rosemary  among  them)  of  the  sou 
famous  garrigue  scrubland  in  this  w 
It's  also  got  a  lively,  crushed  red  f 
flavor  that  blossoms  like  a  sweet  surp 
in  the  glass.  • 
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Siemens  USA:  energy  &  power  •  information  &  communication  •  medical  solutions  •  lighting 
financial  services  •  home  appliances  •  transportation  •  industry  &  automation  •  building  technologies 


Information  is  the 


hCkCt     moHirinP        Healthcare  professionals 

'CjL     Mldvjlv-.lllvir«      perform  best  when  they're  well 
informed.  By  successfully  integrating  medical  and  information  technologies, 
Siemens  provides  physicians  and  health  executives  with  instant  access  to  critical 
information  so  they  can  make  the  right  decisions  right  away.  From  medication 
management  systems  to  networked  imaging  systems,  Siemens  provides 
medical  solutions  to  improve  workflow,  reduce  costs  and,  most  importantly, 
make  cutting-edge  care  available  to  everyone,  everywhere. 

Whether  enhancing  the  quality  and  efficiency  of  healthcare,  developing 
transportation  systems  that  make  travel  safer  and  more  reliable  or  being  the 
world  leader  in  logic  controllers  for  industrial  automation,  Siemens  is  reshaping 
and  redefining  entire  industries.  We  have  65,000  U.S.  employees  working 
together  with  thousands  more  all  around  the  world.  Exchanging  ideas.  Sharing 
knowledge.  And  strengthening  America's  infrastructure  and  businesses. 
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SIEMENS 


Global  network  of  innoval 


www.usa.  siemem 


Mr.  Sisyphus  hv  Joseph  Epstein 


How  'Bout 
Them  Mets? 

a  world  full  of  big  ideas,  there's 

nothing  wrong  with  a  little  small  talk. 


>/'•/ 

'''0,/% . 
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Ve,  I  fear,  a  gift  for  small  talk — it  is  a 
6  gift,  to  be  sure,  but  a  genuine  one.  I 
"I  fear"  because  other  people  may 
ik  it  not  a  gift  but  a  curse.  Small  talk 
sn't  get  good  press.  "We  couldn't  get 
)nd  small  talk,"  people  say.  "I'm  tired 
mall  talk,"  they  say.  Persiflage,  the 
ich  call  it,  also  badinage.  Something 
ing  is  implied:  life  lived  in  a  very  minor 
We  small-talkers  rarely  talk  turkey, 
not  overly  eager  to  cut  to  the  chase, 
:r,  it  we  can  avoid  it,  scurry  right  down 
ie  bottom  line. 


feo(  esfofe 

iceS  on  -tne 
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I'll  get  to  what  constitutes  small  talk 
presently,  but  consider  a  world  without 
it — a  world,  that  is,  dominated  by  big  talk. 
Two  old  friends  meet  on  the  street,  and, 
dispensing  with  all  small  talk,  one  says  to 
the  other,  "So,  what  do  you  think?  Can 
the  Chinese  economy  maintain  the  ethos 
of  capitalism  while  under  what  is  essen- 
tiallv'a  dictatorial  communist  regime?"  In 
a  sauna  at  an  expensive  spa.  one  woman 
says  to  the  other,  who  has  just  entered, 
"All  sure  you've  thought 

abo  I  iota    hat  comes  to 


each  of  us  afresh."  Conversation  about 
the  Big  Bang  theory  of  the  origin  of  the 
universe,  the  perilous  fate  of  ecosystems, 
nuclear  proliferation,  population  growth 
in  India,  solutions  to  the  endless  troubles 
in  the  Middle  East — big  talk,  all  of  it,  but, 
as  Samuel  Goldwyn  is  supposed  to  have 
said,  include  me  out,  and  thank  you  very 
much  anyhow.  None  of  it,  not  any,  is  my 
notion  of  a  good  time. 

Who  was  it  who  returned  home  to 
his  wife  to  report  of  a  party  he  had  just 
attended,  "It  it  u  asn't  for  me,  I  would  have 
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been  bored  to  death"?  Henry  Kissinger 
once  said  that  "the  nice  thing  about  being  a 
celebrity  is  that  when  you  bore  people,  they 
think  it's  their  fault."  Sounds  right  to  me. 
"I  have  no  small  talk,"  such  people  will 
say,  unaware  that  there  is  a  slight  air  of 
self-congratulation  in  the  saying  of  it. 
What  they  are  really  saying,  of  course,  is  I 


Standard  small-talk  subjects  include 
weather,  sports,  movies,  food,  gossip, 
real-estate  prices.  One's  work,  if  not  gone 
into  in  too  great  detail,  is  sometimes 
excellent  fodder  for  small  talk.  People 
sometimes  say  "I  hate  to  talk  shop,"  but  it 
is  often  the  subject  on  which  they  are  at 
their  best.  Shoptalk,  though  it  may  seem 
small,  or  even  narrow,  can  also  be  swell. 
Subjects  to  avoid  for  reasonably  success- 
ful small  talk,  at  least  initially,  include 
religion,  politics  and  especially  how  the 
world  was  so  much  superior  when  one  was 
young  (unless  one  happens  to  be  speaking 
to  one's  exact  contemporaries,  who  will 
realize  that  all  you  say  is 
perfectly  true).  I'd  add 
to  the  avoidance  list 
explanations  of  the 
Los  Angeles  Lakers' 
triangle  offense,  and 
also  warn  against  strik- 
ing the  note  of  intimacy 


Mel)U\ous> 

I        i  /I        rer>,qr 
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wi^  faint  air  of 
Superiority 
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acquaintances  as  he  advances  through 
he  will  soon  find  himself  left  alon 
man,  Sir,  should  keep  his  friendship 
"constant  repair."  Much  of  what  Joh 
says  in  Boswell's  Life,  far  from  kee 
the  kettle  boiling,  snuffs  the  flame  ur 
it  right  out,  leaving  the  conversati 
waters  cold.  Many,  perhaps  the  majo: 
of  his  remarks  are  pure  conversation  st 
pers.  "A  fly,  Sir,  may  sting  a  stately  h 
and  make  him  wince;  but  one  is  bu 
insect,  and  the  other  is  a  horse  still."  (Y 
Doc,  sure,  right.)  I  don't  altogether  bel 
in  Boswell's  portrait  of  Johnson  as  a  c 
versationalist.  Johnson  was  much  too 
loved  by  too  many  interesting  peopl( 
have  been  such  a  conversational  bully, 
could  talk  the  big  talk  with  the  bes 
them,  but,  my  guess  is,  he  could  also 
small  talk  splendidly. 

Small  talk  is  best  thought  of  as  an 
a  minor  but  nonetheless  real  one.  Thl 
of  it  as  a  social  minuet — or,  better, 


"Mere"  always  precedes  small  talj 
as  "cheap"  does  journalism  and 
"wily 'used  to  do  Ho  Chi  Minh. 


have  no  patience  with  triviality;  I  am  too 
deep,  too  penetrating  to  engage  in  the 
mere  chitchat  of  small  talk.  On  a  more 
generous  interpretation,  when  a  person 
says  he  has  no  small  talk,  he  may  be  ad- 
mitting to  a  certain  social  ineptitude,  a 
discomfort  in  the  presence  of  strangers,  a 
disability  generally  in  the  social  realm. 
Such  a  disability,  unless  one  happens  to  be 
a  Trappist  monk  or  an  interior  lineman  in 
the  NFL,  can  be  a  hardship. 

As  a  mere  small-talkei  ("mere"  always 
precedes  small  talk,  as  "i  I  |  >es  jour- 

nalism and  "wily"  !       (.'hi 

Minh),  I  think  of  the  art  s 

akin  to  a  game  we  '  : 

when  I  was  a  boy  *.  -t!e 

Boiling,  in  which  at  k  a 
spinning  at  all  times.   1 
similarly,  dedicated  to  ke 
tion  going  at  all  times.  To  ai 
he  must  have  subjects  at  hand 
the  conversation  with  those  ami 
he  funis  himself. 
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too  quickly  established.  "  'Well,'  I 
said  to  Louis,  'if  you're  not 
willing  at  least  to  try  Viagra, 
then,  sweetie,  I'm  out  of 
here.'  "  Poof1.  So  am  I. 

Samuel  Johnson,  the  only 
literary  critic  who  qualifies  for 
the  genius  category,  used  to  cite 
his  cousin  Cornelius  Ford's  advice  that 
he  himself  followed  with  great  exacti- 
tude and  that,  taken  up  at  a  much  lower 
power  than  Johnson  applied  it,  makes 
good  sense  for  the  small-talker:  "Obtain 
some  general  principles  of  every  science; 
he  who  can  talk  onlv  on  one  subject,  or  act 
only  in  one  department,  is  seldom  wanted, 
and  ]  •■■rhaps  never  wished  for,  while  the 
man  ol  general  knowledge  can  often  ben- 

llways  please." 
doesn't  think  of  Johnson  himself 
'  all-talker.  One  thinks  of  him, 

mar  marvelous  straight  man  and 
James  Boswell's  presentation  of 

:  as  a  great  booming  pronuncia- 
li  a  man  does  not  make  new 


e)Cir^erpot<^ 

rnWunot 
Me  po9t<*9,c 


early  sections  of  the  first  movement 
Baroque  string  quartet,  containing  m 
filigree  work  and  tentative  statement 
major  themes  that  might  be  develope 
later  movements. 

Through  his  or  her  small  talk,  if 
fully  rendered  and  appreciatively  recei 
one  senses  another  person's  attract 


TIMEPIECES 

INTERNATIONAL 


ETAIL  PRICE  $859.  ON  YOUR  WRIST  $189 
IN  YOUR  POCKET  $670. 

Klaus  Kobec  Couture  Sports.  A  high  fashion  chronograph  designed  for  the  cosmopolitan  man  or  woman  and  sports  professional  alike, 
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ness  and,  carefully  attended  to,  potential 
depths.  And  when  ineptly  rendered,  one 
can  sense  in  another  person's  small  talk  his 
unattractiveness,  even  repulsiveness.  In 
the  small-talk  round  of  sociability,  I  tend 
to  be  put  off  by  the  strong  statement  of 
opinions,  even  opinions  that  happen  to  be 
roughly  congruent  with  my  own,  unless 
they  be  wildly,  gloriously  heterodox:  "I 
have  always  despised  sincerity  in  any  form. 
The  same  goes  for  friendly  dogs."  I'm  es- 
pecially put  off  by  that  odious  tone  of 
opinionatedness  that  suggests  that  any- 
one who  doesn't  share  the  opinion  ex- 
pressed deserves,  when  one  gets  right 
down  to  it,  to  be  put  to  death.  Opinions, 
I  have  come  to  think,  are  among  the  least 
interesting  things  about  a  person;  they  are 
so  cheaply  acquired,  so  easily  stated,  fre- 
quently so  little  connected  to  the  way  the 
person  actually  lives.  As  often  as  not, 
opinions  come  to  little  more  than  the  way 
that  the  person  who  holds  them  likes  to 
stake  a  claim  for  his  own  virtue.  A  great 
many  opinions,  moreover,  may  not  add  up 
to  a  point  of  view — and  it  is  a  person's 
point  of  view,  the  individually  angled  way 


in  which  he  or  she  views  the  world,  that  is 
of  chief  interest. 

Can  small  talk  reveal  so  much  about 
a  person?  I  believe  it  can,  provided,  of 
course,  that  the  person  doing  the  listening 
has  determined  to  be  one  of  those  people, 
in  Henry  James's  phrase,  "upon  whom 
nothing  is  lost." 

A  quick  checklist  of  questions  pertain- 
ing to  the  quality  of  small  talk:  When 
small  talk  begins  at  table,  say,  at  a  dinner 
party,  is  the  talker  inclusive  in  his  com- 
ments, or  only  directing  his  talk  to  the 
important  people  in  the  room?  Does  he 
avail  himself  of  irony,  and  at  what  caliber 
(from  light  to  heavily  aggressive)?  Is  he 
truly  attentive  to  the  responses  of  others  at 
table,  or  merely  waiting  to  move  on  with 
his  performance?  (In  academic  life,  in  my 
experience,  there  is  no  real  conversation, 
just  various  people  awaiting  their  own 
turn  to  hold  forth.) 

The  subject  of  small  talk  may  be  as 
lightweight  as  querying  when  serving  ice- 
berg lettuce  became  beyond  the  social  pale, 
but  the  manner  in  which  it  is  addressed 
and  responded  to  can,  if  carefully  observed, 


contain  more  information  about  pei 
than  a  heated  argument  about-the  ne  I 
sity  for  legal  abortion,  a  bit  of  big 
that  only  figures  to  bring  out  the  wors 
everyone  on  both  sides  of  the  issue. 

There  are  occasions,  too,  when  si 
talk  can  be  the  better  part  of  wisdori 
can  provide  a  relief  from  grave  awkwi 
ness,  when  the  randomness  of  conve 
tion  has  led  down  darker  alleys  than 
had  planned  to  traverse:  to  talk  of  perse 
terrors,  tragedies  in  families,  the  sa< 
cruel  or  squalid  deaths  of  once-promia 
friends.  When  conversation  lands 
squarely  on  the  injustice,  bleakness  I 
horrors  of  the  world,  which  seem  neva 
short  supply,  small  talk  can  provide  a  f  I 
back  position — fallback  in  the  haf 
sense  of  a  comfortable  mattress.  "  M 
do  you  like  in  the  Super  Bowl?"  "T 
Hanks,  surely,  is  no  Jimmy  Stewart, 
one  time  I  was  in  hurricane  weathe 
happened  to  be  wearing  a  Palm  Beach 
and  panama  hat."  Ah,  good  old  small  t 
Pass  the  peanuts,  please.  And,  yes,  \ 
not,  one  more  vodka  and  tonic— wit 
twist  of  lime,  of  course.  • 
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It  was  one  of  Russia's  masterpieces  of  artistry 

until  it  vanished  with  the  Nazi  retreat  of  1945. 
Now  a  magnificent  replica  has  been  created  to  rival  the  origin* 

By  Richard  Na  I  ley 
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STEPPING  INSIDE  THE  AMBER  ROOM  IN  THE 
Catherine  Palace  museum  outside  St.  Petersburg  is  like 
slipping  into  a  fairy  tale — the  story  of  Aladdin's  cave, 
maybe.  Soaring  walls  bloom  with  polished  shards  of 
amber — bloodred,  honey-blond,  milky-gold — inset  with 
jeweled  mosaics  and  gilded  trim.  The  Amber  Room  was 
opened  with  an  emotional  ceremony,  and  major  press 
across  Europe,  last  May.  But  as  with  many  fairy  tales, 
especially  Russian  ones,  there  is  a  dark  side  to  the  Amber 
Room  too,  a  shadow  of  legend  and  open-ended  mystery. 
•  Standing  in  its  presence,  a  fragile  December  snowfall 
floating  past  the  Catherine  Palace's  gilded  windows,  I 
wonder  what  improbable  passions  drove  the  creation  of 
this  monumental  jewel  box,  the  work  of  25  years  of  genius 
and  frustration,  of  70  artisans  and  scholars  reinventing  lost 
crafts  and  techniques.  To  put  it  mildly,  we  are  unlikely  ever 
to  see  anything  like  it  attempted  again.  •  But  of  course,  it 
has  been  done  once  before.  When  all  is  said  and  done,  this 
ravishing  Amber  Room  is  only  the  reproduction  of  a  fabled 
original.  And  no  one  who  knows  the  story  is  likely  to  for- 
get it  anytime  soon.  •  The  original  Amber  Room  that 
stood  in  this  place  was  one  of  the  great  masterpieces  of 
the  18th  century.  Somewhere  along  the  line — no  one  at  the 
Catherine  Palace  museum  now  seems  quite  sure  when — it 
acquired  the  immodest  nickname  "the  Eighth  Wonder  of 
the  World,"  still  to  be  found  in  articles  and  guidebooks 
today.  That,  however,  is  more  than  can  be  said  for  the  first 
Amber  Room  itself,  which  disappeared  during  the  chaotic 
final  months  of  World  War  II  and  can't  be  found  at  all. 


KORBl.SFYI  •)') 


As  ARTnews  put  it,  "The  mystery  surrounding  its  fate  is  to 
the  Russians  what  UFOs  and  the  Bermuda  Triangle  are  in  the 
West."  And  not  just  to  Russians.  The  mystery  has  sunk  its  hooks 
into  an  international  melange  of  politicians,  filmmakers, 
ex-Nazis,  treasure  divers,  art  historians  and  freelance  conspiracy 
paranoids.  The  Amber  Room  files  of  the  Stasi,  the  former  East 
German  secret  police,  run  to  some  180,000  pages,  which  appar- 
ently someone  has  counted.  Internet  sites  raise  virtual  eyebrows 
over  the  supposed  curse  that  has  caused  the  suspicious  deaths  of 
several  Amber  Room  hunters;  on  Amberroom.org,  Baron 
Eduard  von  Falz-Fein,  founder  of  the  Amber  Room  Club 
(which  included  French  mystery  writer  Georges  Simenon), 
pledges  $5  million  to  its  finder.  There  are  at  least  four  suspense 
novels  in  English  on  the  topic,  all  called  The  Amber  Room.  The 
missing  panels  have  even  played  a  role  in  international  relations. 
Russian  president  Boris  Yeltsin  lobbed  a  diplomatic  grenade 
during  a  1991  state  visit  to  Germany  by  proclaiming  that  he 
knew  where  the  Germans  had  hidden  the  Amber  Room  and  he 
jolly  well  wanted  it  back. 


suburban  Pushkin,  officials  of  the  village's  sprawling  Cath'erin 
Palace  museum  enlisted  every  able-bodied  woman  and  chill 
in  a  frantic  effort  to  pack  up  hundreds  of  Czarist-era  artifaci 
for  removal  to  the  city  or  across  the  Ural  Mountains.  The  bit* 
terness  of  their  situation  was  compounded  by  the  fact  that  rid 
most  famous  of  all  Russian  art  treasures  was  entrusted  to  the 
care — and  they  could  not  save  it. 

The  Amber  Room  was  the  third  of  the  chambers  along  tH 
Catherine  Palace's  majestic  Golden  Corridor.  A  gift  to  Peti1 
the  Great  in  1716 — celebrating  peace  between  Russia  an! 
Prussia,  as  fate  would  have  it — the  Amber  Room  was  said 
have  nearly  bankrupted  its  giver,  the  Prussian  King  Frederic 
William  I.  Installed  in  the  summer  palace  in  Pushkin  (the 
and  now  called  Tsarskoye  Selo,  or  "Czar's  Village"),  the  Amfr 
Room  served  as  a  private  meditation  chamber  for  Czariif 
Elizabeth,  a  gathering  room  for  Catherine  the  Great's  intimai 
circle,  a  prize  cabinet  for  amber  connoisseur  Alexander  I 
It  was  said  to  glow  from  within,  to  radiate  a  mystical  energl 
It  was  arguably  the  most  famous  room  in  Europe  east 


"The  mystery  is  to  Russians  wh 


The  mystery  began  a  generation  ago 
amid  an  orgy  of  art  theft,  as  the  Nazis 
systematically  stripped  Russia  of  tens 
upon  thousands  of  paintings,  jewels, 
icons  and  other  treasures.  In  the  words  of 
one  commentator,  "It  was  not  only  loot- 
ing on  the  largest  scale  the  world  had 
ever  seen,  it  was  an  attempt  to  destroy  a 
whole  culture."  But  the  Amber  Room 
was  not  just  another  trophy  in  the  cata- 
log; it  was  a  centerpiece  of  the  plan. 

On  June  22, 1941,  Adolf  Hider  opened 
Operation  Barbarossa,  launch- 
ing three  million  German 
soldiers  across  the  bor- 
ders of  the  Soviet  Union 
under  swarming  clouds 
of  air  cover.  By  Septem- 
ber 8  the  Wehrrnacht's 
Army  Group  North  had 
sprinted  around  a  last  line 
of  defenders  and  closed  th  : 
city  then  known  as  Leningrad 
in  a  death  grip. 

As  the  shells  began  to  fall  in 

From  left:  On  each  0) 
list — Frederick  Williai 
and  Peter  the  Great;  tl 
Amber  Room  with  its  mo 
homage  to  Frederick  Willi 
Nazi  kleptocrat  Alfred  Rose 
the  Catherine  Palace  in  wartim 


Versailles.  And  for  that  very  reason,  in  September  of  1941, 1 : 
Amber  Room  was  doomed. 

To  this  day,  no  one  is  quite  sure  why.  Was  the  musei  I 
staff  too  late,  too  concerned  with  its  fragility  or  simply  1 ) 
wary  to  move  it?  (Who,  after  all,  wanted  to  tell  Comn  } 
Stalin  he'd  dismantled  the  Amber  Room?)  Whatever  4 
reason,  curator  Anatoly  Kuchumov  left  the  priceless  panel;  l 
place,  thinly  disguised  under  sheaths  of  painted  paper,  gai  i 
and  cotton.  But  the  Nazis  were  nothing  if  not  efficient  in  tl  t 
rapacity.  For  certain  well-briefed  troops  on  the  scene,  i 
Amber  Room  was  as  obvious  as  a  beacon. 
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As  at  the  site  of  other  Nazi  conquests,  whole  art  theft 
ireaucracies  elbowed  one  another  for  spoils,  some  answering 

Hitler,  some  to  Goring  (who  had  helped  himself  to  more 

an  600  works  trom  Paris  alone),  others  to  seemingly  every 
:a;anization  needing  interior  decoration  in  tht  Third  Reich, 
he  Amber  Room  itself  fell  under  the  control  of  Alfred 
osenberg,  one  of  the  most  sinister  of  all  the  Nazi  kleptocrats. 
osenberg  had  become  Hitler's  house  intellectual  thanks  to 
aoks  like  Myth  of  the  20th  Century,  which  explained,  in  what 
mst  have  been  an  interesting  train  of  argument,  that  Nordic 
ivans  had  produced  classical  Greek  sculpture  and  the  great 
orks  of  the  Italian  Renaissance. 

For  Rosenberg,  whose  mission  was  to  purify  and  exalt 
Jermanic  culture,  the  Amber  Room  was  a  signal  coup.  True, 
vo  of  its  chief  artisans  were  a  Dane  and  a  Frenchman,  and 
:  was  installed  and  considerably  embellished  by  the  Italian 
rchitect  Rastrelli.  No  matter.  To  Hitler  and  his  circle, 
rederick  William's  gift  was  a  pinnacle  of  Germanic  artistry,  a 
,-ork  bv  Germans  and — most  definitely— /or  Germans.  By 


'JFOS  are  in  the  West." 


dot.  Its  only  real  star  turn  in  the  U.S.  came  as  a  repository  of 
dinosaur  DNA  in  Jurassic  Park.  But  for  many  centuries  amber 
in  Europe  has  carried  its  own  weight  in  myth  and  saga. 

Amber  is  not  a  stone  at  all,  of  course,  but  the  remains  of 
prehistoric  tree  resin.  In  his  1996  companion  volume  to  the 
American  Museum  of  Natural  History's  exhibition  "Amber: 
Window  to  the  Past,"  curator  David  A.  Grimaldi  puts  it 
in  botanical  perspective:  "It  is  ironic  that  such  a  beautiful 
and  mystical  substance  as  amber  is. .  .just  a  by-product  of  trees 


I  November  the  Amber  Room's  thousands  of  interlocking  puz- 
zle pieces  had  been  painstakingly  catalogued  and  labeled.  Six 
I  men  worked  for  36  hours  to  dismantle  it  and  'rate  it  up 
I  treasured  panels  that  had  arrived  from  Prussia  twi 
-j  before  on  sleighs  would  now  return  there  iii 

To  APPRECIATE  THE  AMBER  Room's  GRIP  '     .    ' 

czars  to  fuhrers,  vou  must  gain  some  feeling  for  amber  i . 
this  side  of  the  Adantic  amber  is  something  of  an  also- 
classed  as  a  "semiprecious  stone" — which  is 
precious  at  all — along  with  such  toss-in 


defending  themselves  against  insects 
and  disease." 

The  trees  in  question  here  are  fan- 
tastically old.  The  Baltic  Sea  amber 
deposits  known  to  the  classical  world 
(and  from  which  both  Amber  Rooms 
were  mined)  were  laid  down  in  the 
Oligocene  epoch  more  than  30  million 
years  ago.  In  those  palmy  days,  around 
what  is  now  the  Baltic  coasts  of  Poland, 
Russia  and  Lithuania,  the  rare  combination  of  circumstances 
needed  to  create  amber  came  together.  Over  millennia,  mas- 
sive aumbers  of  logs  and  branches  from  amber-bearing 
conifers  were  washed  down  to  an  ancient  sea  and  piled  up 
there.  Before  the  resin  could  dry  and  crumble,  the  wood  was 
somenow  buried  under  dense  lavers  of  river  sediment. 
■  eath  wet  clay  or  sand,  the  resin  in  the  wood 
hard.  i    amber.  In  time,  as  icebergs  or  storm-  scored  the 

movant  bits  of  amber  would  float  up  and  wash  ashore. 

■  rhuanians.  this  miraculous  bounty  was  pro 
id  of  Queen  Jurate,  who  once  lived  underwater  in  a 
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vast  palace  of  amber.  When  Perkunas,  the  god  of  thunder,  dis- 
covered that  she  was  having  an  affair  with  a  mortal  fisherman, 
he  struck  her  dead  and  smashed  her  palace  to  bits  with  bolts  of 
lightning.  Still  to  this  day,  when  storm  winds  blow  in  that  part 
of  the  Baltic,  you  can  hear  the  fisherman  crying  for  his  lost 
love.  Afterward,  if  you  are  lucky,  you  can  pick  up  fragments  of 
the  palace  along  the  shore. 

These  fragments  made  the  ancient  Baits  wealthy,  and  their 
amber  gave  birth  to  other  legends  in  other  places.  According  to 
Greek  mythology,  amber  was  hardened  from  tears  shed  for  the 
death  of  Helios's  son  Phaethon.  Sophocles  reckoned  it  was 
actually  from  tears  produced  by  faraway  birds  called  the  melea- 
grides;  Plutarch,  less  poetically,  thought  it  was  frozen  lynx  urine. 

From  well  back  in  the  Stone  Age,  it  was  recognized  that 
amber  was  unusual  stuff,  and  not  just  because  it  occasionally 
entombed  odd  plants  and  insects.  Baltic  amber  could  be 
polished,  clarified,  shaped  and  molded  into  almost  any  form 
of  ornament  or  jewel,  and  was — turning  up  as  far  afield  as  Asia 
Minor  and  the  tomb  of  Tutankhamen.  Like  those  other  resins, 
frankincense  and  myrrh,  it  was  famous  for  wafting  mystical, 
entrancing  aromas  when  burned.  Then  there  is  its  static  charge 
when  rubbed  with  wool,  which  attracts  bits  of  dust  and  what 
have  you.  That  is  why  the  Greek  word  for  amber,  elektron,  has 
passed  into  our  language  as  "electricity." 


tographs  of  the  time:  The  Golden  Corridor  as  a  tumbled  she 
of  bare  brick  and  charred  timbers,  its  ruined  floors  adrift  wit 
snow.  The  place  was,  according  to  my  guide,  "Burnt  to  ashe 
by  the  Fascist  intruders." 

But  Konigsberg  proved  to  be  no  safe  haven  itself,  and  th 
Amber  Room  was  soon  again  in  harm's  way.  In  late  1943,  afte 
it  had  been  on  exhibition  for  almost  two  years,  Rohde  wa 
obliged  to  disassemble  the  Amber  Room  once  more  and  crate 
it  away.  Now  it  was  Germany's  turn  for  devastation.  Allied  1 
bombing  raids  the  following  August  pulverized  the  city  andj[ 
reduced  the  castle  itself  to  rubble.  From  Rohde's  correspon-l( 
dence  it  seems  certain  that  the  Amber  Room  survived  these- ,, 
attacks.  But  that  is  almost  the  last  certain  thing  about  this  caslh 

As  the  Soviet  army  closed  in  on  the  city,  Alfred  Rohde  anci. 
his  wife  elected  to  stay  on.  Some  have  interpreted  this  as  mean 
ing  that  Rohde  wouldn't  abandon  the  prize  that  had  become  hi, 
obsession — and  whose  hiding  place  perhaps  only  he  knew.  The, 
KGB  was  curious  to  explore  his  thinking  as  well,  but  got  no 
answers.  Then  one  morning  the  Rohdes  failed  to  arrive  for ; 
follow-up  interrogation  session.  State  security  was  informec 
that  the  couple  had  suddenly  died  the  night  before  from  typhu, , 
(an  epidemic  was  sweeping  the  city).  Then  events  began  tflj 
take  on  the  hazy  look  that  would  bedevil  future  Amber  Rook,  , 
investigators:  When  the  KGB  went  to  examine  the  Rohdes 


"Tantalizingly,  a  few  pieces  han 


For  whatever  reason,  amber  also  has  a  long  history  as  a  mir- 
acle cure.  Grimaldi  cites  a  1770  treatise  by  one  John  Cook, 
M.D.,  who  avers  that  "Many  are  the  excellent  virtues  of  Amber, 
especially  when  taken  inwardly,  in  a  cold  state  of  the  Brain. .  .in 
the  suppression  of  the  menses,  hysterical  and  hypochondriacal 
disorders,  and  in  hemorrhages  or  bleedings."  In  Russian  folk- 
lore, too,  amber  was  revered  for  its  medicinal  properties,  but 
also  as  a  powerful  deflector  of  the  Evil  Eye.  Looked  at  in  this 
way,  the  Catherine  Palace's  amber  panels  can  be  seen  as  the 
Romanov  czars'  version  of  a  panic  room,  elaborately  insulating 
them  from  outside  enmities. 

Given  mi.  ancient  mystique  of  amber  itself  and  the 
Amber  Room's  status  as  the  ultimate  work  in  the  material,  it  is 
no  surprise  that  it  became  by  some  accounts  the  most  popular 
museum  exhibit  in  all  of  Nazi  Germany.  Installed  in  the  castle 
museum  ■  •  ierg  on  the  Baltic  coast,  it  now 

rested  in  the  ■  imber  connoisseurship.  The 

museum's  director.   V.      IR  .        :  an  aficionado  himself, 

the  author  of  the  treati  *  German  Material."  Rohde 

became  mesme  1  bei    loom,  and  would  sit  for 

hours  staring  at  its  w,      j  toment  of  his  death,  he 

may  have  wished  he  ha  on  it. 

Rohde's  museum  j  Room's  presence  in 

Konigsberg  in  part  by  po  former  home  in  the 

Catherine  Palace  had  been  the  war.  That  was 

true  enough.  Visitors  to  the  C  [ace  today  see  pho- 
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bodies,  they  had  disappeared.  The  doctor  who  signed  thei 
death  certificate  had  also  vanished  forever. 

So  where  on  earth  had  several  tons  of  amber  in  two  dozei 
massive  shipping  crates  gone  off  to?  The  simplest  theory  is  tha 
it  was  actually  destroyed,  either  by  Allied  bombing  or  by  th 
Soviets  themselves,  who  didn't  recognize  what  was  in  th 
crates.  But  there  are  problems  with  both  these  theories. 

In  his  documentary  In  Search  of  the  Amber  Room,  Britoi 
Anthony  Wilson  interviews  Liesl  Amm,  an  associate  of  Alfre> 
Rohde's.  Amm  claims  that  after  the  August  30  bombing  raic 
Rohde  took  her  to  the  basement  of  the  Konigsberg  castle  an 
showed  her  "a  charred,  honey-colored  mass"  where  the  Ambe 
Room  had  been  stored.  But  even  leaving  aside  Rohde's  corre 
spondence  to  the  contrary,  if  this  had  happened,  why  would 
n't  he  have  simply  told  that  to  the  KGB? 

And  if  overzealous  Soviet  soldiers  had  burned  the  crates  a 
some  claim,  it  would  have  made,  literally,  quite  a  stink — lik 
burning  several  thousand  pounds  of  incense.  Yet  there  is  n 
evidence  that  anyone  noticed  this  happening,  and,  perhap 
most  tellingly,  the  KGB  clearly  didn't  believe  it  had.  If  sc 
they  could  have  saved  themselves  countless  man-hours  ove 
the  next  decades. 

Those  who  point  out  that  the  Russians  effectively  block 
aded  the  city  as  they  besieged  it  believe  that  the  Amber  Rooi 
is  still  in  Konigsberg,  lost  amid  its  maze  of  long-sealed  undei 
ground  tunnels  and  bunkers.  Others  believe  the  crates  wei 
loaded  onto  a  ship,  though  the  most  often  mentioned  cand 


e,  the  torpedoed  WUhelm  Gust/off,  has  now  been  dived 
eatedlv.  It  is  not  even  bevond  the  realm  of  possibility  that 

Amber  Room  is  resting  anonymously  in  its  crates  in  some 
reroom  or  museum  warehouse.  Another  much-sought 
>sing  hoard,  the  Berlin  Museum's  "Trojan  Gold."  excavated 

Heinrich  Schliemann,  turned  up  in  1993  in  the,  ahem, 
;ement  of  the  Pushkin  Museum  in  Moscow. 
Down  through  the  vears  the  theories  have  multiplied:  Stalin 
uallv  had  a  second  Amber  Room  and  the  Germans  stole  a 
e;  it  was  buried  in  a  salt  mine  by  the  Gestapo,  who  then  killed 
:  soldiers  who  moved  it  and  sealed  them  in;  it  was  dismanded 
i  sold  in  pieces  to  American  soldiers;  it  is  in  the  collection  of 
hadowv  art  dealer/Nazi  group/ex-Soviet  military  cabal.  A 
rman  investigator  named  Helmut  Gansel  claims  that  former 

officers  in  Brazil  have  pointed  to  a  silver  mine  south  of 
rlin;  the  mayor  of  the  Lithuanian  town  of  Neringa  believes  it 
I  beneath  a  nearby  lagoon. 

Tantalizinglv,  a  few  pieces  have  surfaced  in  recent  years.  A 
;rman  police  sting  operation  in  Bremen  in  1997  turned  up 
e  of  the  Amber  Room's  four  jeweled  Florentine  mosaic 
nels.  Originallv  presented  by  Maria  Theresa  of  Austria,  the 
borate  panels  depicted  the  five  senses  in  agate,  onyx,  opal 
d  lapis  lazuli.  This  one,  combining  Smell  and  Touch,  was 
thenticated  as  the  real  deal.  Unfortunately,  the  seller,  son  of 

rfaced  in  recent  years? 

Left:  A  craftsman  at  the 
Tsarskoye  Selo  Amber 
Workshop  replicates 
one  of  the  Amber 
Room's  mosaic  panels. 
Below:  carving  ambes 
with  tools  Da  Vinci 
would  have  recognized. 


deceased  Wehrmacht  soldier,  had  no  idea  where  poppa  had 
urloined  it.  It  appears  likely  that  the  mosaic  and  an  Amber 
.00m  cabinet  that  turned  up  around  the  same  time  were 
:olen  separately  during  the  confusion  of  the  war. 

Any  possessors  of  such  pieces  would  do  well  to  look  a\  er 
leir  shoulders  just  in  case  there  really  is  an  "Amber  Room 
'urse."  The  Rohdes  were  far  from  the  last  people  connected 
dth  the  Room  to  meet  unexplained  ends.  Among  then 
high-ranking  Russian  intelligence  officer,  a  G.  tie   J  r 
mo  died  in  a  mysterious  car  crash  after  it  was  - 


had  been  a  source  for  a  journalist  investigating  the  Amber 
Room.  The  most  famous  Amber  Room  hunter  of  all,  Georg 
Stein,  was  found  naked  in  the  middle  of  a  German  forest,  his 
stomach  laid  open  by  a  scalpel. 

Anthony  Wilson's  documentary  describes  Stein's  death  as  a 
"shamanistic"  ritual  suicide;  but  of  course  the  conspiracy  buffs 
aren't  so  easily  put  off  the  scent.  And  there  are  a  surprising 
number  of  buffs.  Dr.  Ivan  Sautov,  the  no-nonsense  director  of 
the  Catherine  Palace  museum,  finds  most  of  the  Amber  Room 
tales  preposterous.  (His  favorite  absurd  yarn:  "The  Nazis  sent 
it  out  on  a  submarine  with  just  enough  oxygen  and  fuel  to  get 
to  a  certain  place  and  then  run  out.  It  is  still  waiting  there  on 
the  bottom,  the  coordinates  now  forgotten.")  Still,  at  one  point 
in  our  conversation  Sautov  shrugs  and  says,  "The  people  who 
have  concealed  the  Amber  Room  maybe  members  of  a  closed 
circle,  and  anyone  who  comes  too  close  to  this  circle  will  die." 

"This  room  left  no  one  indifferent  to  its  exotic  beauty," 

intones  my  guide,  a  formidable-looking  woman  called 

Valentina,  as  we  step  into  the  new  Amber  Room.  Indifference 

would  be  tough.  After  the  stately,  familiar  neoclassical  and 

Baroque  chambers  that  precede  it,  the  Amber  Room  is  wildly 

surreal,  a  kind  of  subsea  grotto  shimmering  with  eye-popping 

colors  and — even  at  a  glance — a  dizzy-making  intricacy. 

Thousands  and  thousands  (no  one 

knows  the  actual  number)  of  irregularly 

shaped  slivers  of  amber  in  20  hues  are 

fitted  like  swooping,  organically  curved 

jigsaw  pieces  on  three  massive  walls, 

covering  150  square  meters. 

There  is  the  big  focus,  in  which  the 
room,  many  of  its  transparent  pieces 
backed  by  gold  foil,  seems  to  give  off  a 
glittering,  kinetic  energy  as  sunlight  and 
shadow  pass  by  the  windows.  (One  can 
only  imagine  it  flickering,  as  in  the  time  of  the 
Czars,  by  the  light  of  500  candles....)  Focus 
down  to  pick  out  the  Florentine  mosaics 
with  their  elaborate  allegorical  pictures:  the 
original  Smell  and  Touch  now  seamlessly  in- 
corporated. Keep  going  down:  Lozenges, 
$A  medallions,  scallops  and  garlands  emerge 
with  profiles  of  pashas  and  putti  and  bare- 
bosomed  women.  Everywhere  you  look  there 
are  full-rigged  ships,  chariot  battles,  whole 
lied  citadels,  often  engraved  backwards  on  the 
inside  of  tiny  amber  pieces  polished  and  honed  to  transparency. 
As  in  days  of  old,  all  visitors  here  wear  goofy-looking 
pointed  black  booties  over  their  shoes  in  deference  to  the 
parquet  floor,  which  is  worth  a  focus  itself.  Swirling  and 
intricately  inlaid,  the  floor  is  conducting  its  own  energetic 
symphony  in  15  woods,  including  mahogany,  lemon  wood, 
sandal  vood  and  engraved  birch. 

re  is  not  really  a  question  of  whether  this  is  over  the 
t0p— "over  the  top"  is  a  bedrock  of  the  Amber  Room's  aes- 
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thetic.  Its  very  unmodern,  rococo  lavishness  seems  almost 
to  embarrass  some  reviewers.  A  writer  for  The  New  Yorker,  for 
instance,  calls  it  "an  idea  carried  too  far,  an  idle  pleasure 
pursued  to  the  point  of  mania,  and  even  now. .  .its  attraction  is 
almost  indistinguishable  from  its  excessiveness." 

This  hesitation  to  meet  the  Amber  Room  on  its  own  terms 
is  understandable.  By  the  lights  of  our  day  nothing  could  be 
more  profoundly  unconventional  or  unfamiliar.  This  ain't 
SoHo  or  SoMa  or  the  Marais.  There  is  nothing  ironically  dis- 
tanced or  polemical  about  the  Amber  Room;  it  is  unabashedly 
earnest.  It  is  what  it  is.  You  would  read  a  textbook  to  appreci- 
ate how  it  was  created,  not  what  it's  trying  to  tell  you. 

The  new  Amber  Room  has  other  critics  as  well.  Some  older 
visitors  who  saw  the  original  Amber  Room  before  the  war  say 
the  new  version  is  much  brighter  and  somehow  less  harmo- 
nious. Boris  Igdalov,  the  director  of  the  museum's  amber 
workshop,  has  his  own  explanation.  "Over  the  years,  the  sur- 
face of  the  first  Amber  Room  was  treated  several  times  with 
varnish,  which  has  a  reaction  to  the  air  and  darkens.  As  the 
amber  develops  cracks  over  time,  the  varnish  goes  deeper  and 
the  amber  gets  darker  and  darker  and  more  uniform  in  color." 
In  one  way,  then,  this  new  Amber  Room  may  be  better  than 
the  one  the  Nazis  made  off  with.  Says  Igdalov,  "We  think  this 
may  be  closer  to  the  way  the  Amber  Room  would  have  looked 
to  the  first  people  who  saw  it." 

We  are  standing  in  the  workshops  hidden  away  at  the  end 
of  one  of  the  Catherine  Palace's  sprawling  tentacles.  Madonna's 
"Like  a  Virgin"  is  playing  on  somebody's  radio  above  the  whine 
of  polishers,  grinders  and  several  dozen  people  in  blue  jeans  and 
flannel  shirts  yelling  back  and  forth.  The  air  is  thick  and  filmy, 
and  for  a  moment  I  imagine  I'm  inhaling  the  essence  of  amber. 
Then  I  come  to  my  senses  and  realize  that  five  or  six  guys 
nearby  are  taking  a  smoking  break. 

"You  won't  see  many  tools  or  techniques  here  you  would- 
n't have  seen  in  the  time  of  Leonardo  da  Vinci,"  says  Igdalov. 
And  after  spending  a  couple  of  hours  with  him,  I  realize  that 
you  also  won't  see  much  of  anything  in  the  Amber  Room 
itself  that  wasn't  available  to  the  craftsmen  in  1716. 

When  this  "research  reconstruction"  project  started  back  in 
crything  had  to  be  relearned,  because  there  sim- 
ply weren't  crai  tsmen  alive  who  knew  anything  about  it.  The 
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Amber  Room  required  expert  work  in  mosaics,  gilding,  woJ 
carving,  fresco  painting  and  bronze  casting.  The  processes  fd 
coloring  amber  by  heating  it  or  boiling  it  with  various  organ! 
dyes  needed  to  be  reinvented.  Years  of  trial  and  error  went  int 
matching  the  colors  from  old  black-and-white  photographs  an 
the  few  pieces  snatched  away  before  the  Nazis  arrived.  Furthl 
years  went  into  perfecting  details  like  the  old  glue,  a  combina 
tion  involving  beeswax  and  pine  resin.  Why  not  use  a  space-aaj 
glue?  "After  a  lot  of  trials,"  says  Igdalov,  "I  could  be  sure  of  on« 
one  thing; — modern  glue  might  be  fine,  but  I  had  evidence  thJ| 
the  old  stuff  would  last  for  200  years.  If  it  falls  apart  after  tr« 
time,  anybody  who  wants  to  criticize  me  can  feel  free." 

I 

The  Amber  Room  represents  to  Russians  many  J 
the  things  we  have  lost,"  says  museum  directa 
Sautov.  He  has  just  come  in  trailed  by  a  swirl  I 
assistants,  mopping  his  balding  forehead.  I 
ruddy,  silver-haired  man  with  a  thick  mustache 
Sautov  has  a  tendency  to  tap  the  table — hard— 
when  he  talks,  even  if  he  is  the  only  one  carrying  on  an  argu 
ment.  Despite  his  passion  for  the  Amber  Room,  however,  iti 
challenging  to  find  a  question  that  doesn't  have  a  responsi 
already  perfected  ("Ginger...  or  Mary  Ann,  director  Sautov?: 
It  is  surprising,  then,  that  he  does  not  have  a  truly  convinc 
ing  answer  to  the  most  obvious  question  of  all:  What  happer 
to  the  new  Amber  Room  if  the  old  Amber  Room  turns  up 
"We  believe  it  will  be  found,"  he  says,  shrugging.  "But  it  coul 
only  be  exhibited  in  the  state  it's  found  in,  and  it's  in  poor  cor 
dition."  To  a  resident  of  the  wealthy  West,  his  reasoning 
almost  quaint:  "Who  could  afford  to  restore  it  now  that  5 
much  has  been  spent  on  the  new  Amber  Room?" 

In  fact,  the  new  Amber  Room  was  a  stone  bargain:  25  yea 
in  the  making  for  just  $11  million.  True,  for  much  of  that  tin 
the  Baltic  amber  mines  were  under  Soviet  state  control,  as  we 
the  wages  of  the  artisans.  But  even  so,  in  post-Soviet  Russia  tl 
project  was  teetering  on  the  brink  of  collapse  when  the  Germ; 
company  Ruhrgas  AG  agreed  to  pony  up  the  last  $3.5  millio 
("Anytime  we  say  'Ruhrgas,'  all  the  Germans  in  the  grov 
applaud,"  said  my  guide.)  Given  that  Western  museums  pro 
ably  chew  up  sums  like  this  in  photocopying  every  year,  t! 
notion  that  someone,  somewhere,  wouldn't  find  the  wher 
withal  to  restore  the  original  Amber  Room  seems  doubtful. 
But  tor  the  foreseeable  future,  the  Catherine  Palace  museu 
will  bask  in  the  glow  of  its  new  masterpiece,  perfected  in  glo 
ous  detail.  It  even  appears  that  this  all- Russian  Amber  Roc 
carries  some  of  the  old-time  mystic  aura.  Exhibit  installers 
Dortmund,  Germany,  who  were  putting  up  part  of  an  Ami 
Room  panel  in  a  traveling  show  last  year  were  reportec 
affected  by  a  "biological  energy  field"  that  only  relented  or 
the  panel  was  sealed  behind  glass.  Ivan  Sautov  feels  their  fie 
"We  all  experience  this  energy  here  at  the  museum,"  Saul 
says,  half  amused,  but  actually  seeming  to  mean  it.  Then 
breaks  into  a  huge  grin.  "Let  me  tell  you  something:  I  am  I 
years  old  and  my  youngest  daughter  is  five.  We  should  I 
charging  a  special  fee  for  men  to  visit  that  Amber  Room!  I 
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l/HEN  YOUR  HOME  SATISFIES  ALL  YOUR  CRAVINGS. 

AAYBE  THIS  NIRVANA  IS  BROUGHT  ON  BY  A 

»REAM  BARBECUE,  OR  A  NEW  SET  OF  GOLF  CLUBS. 

[HE  SOURCE  MIGHT  BE  AN 

:XQUISITE  PEN  KEPT  ON  YOUR  STUDY  DESK, 

3R  THAT  PERFECT  GLASS 

-OR  YOUR  EVENING  PORT.  WHATEVER  IT  IS, 

FORBES  FYI  WANTS  TO  KNOW... 


SO  TO  WWW.FYICOOL.COM,  ANSWER  SOME  FAST,  EASY  QUESTIONS 

VND  WE'LL  ENTER  YOU  TO  WIN  THESE  GORGEOUS 

/?         HIS  AND  HER  WATCHES  FROM 
W^f  .1  RAYMOND  WEIL  (A  $1,590  VALUE) 
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NO  PURCHASE  NECESSARY.  QUESTIONNAIRE  CLOSES  ON  APRIL  24. 
CONTEST  VOm  IN  FLORIDA.  MUST  BE  18  OR  OLDER  TO  PARTICIPATE. 
PLEASE  SEE  WEB  SITE  FOR  OFFICIAL  RULES  AND  PRIVACY  POLICY. 
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South  Africa  has  the  continent's 
most  thrilling  new  safaris.  You  just 

have  to  know  where  to  look. 

By  Peter  Godwin 


iJM\ 


When  you're  being  charged  by  an  elephant,  your  thoughts  are  not  naturally 
drawn  to  the  miracle  that  is  the  elephant's  ear.  Now's  not  a  good  time 
to  marvel  at  the  ear's  ingenious  feat  of  vascular  ventilation,  the  millions 
of  capillaries  through  which  the  elephant's  entire  blood  supply  passes  about 
every  20  minutes,  cooling  the  groat  feeas?  as  a  radiator  cools  a  car  engine. 
Yet  the  ear  is  the  key  fo  the  charging  elephant.  In  a  mock  charge,  the  elephant 
sticks  its  ears  cut  at  right  angles  irom  its  body  to  make  it  appear  more 
threatening,  Bu  is  for  real,  the  elephant  pins  its  ears  back  to  make 

itself  more  a  ho        ^  c,  Today  the  bull  elephant  charging  me  has  its  ears 
slicked  back  ,ains1  ifs  granite  shoulders.  This  is  not  a  good  sign.  >  >  > 


We  are  just  rounding  a  bend,  the  track  rising  slightly,  and 
watching  a  breeding  herd  of  elephants  to  our  left  when  the' 
unseen  bull  emits  a  shrill  trumpet  and  bears  down  on  us  from 
the  right.  In  the  late-afternoon  sun  he  glistens  with  secretions 
from  his  temporal  glands,  showing  that  he's  in  "musth" — a 
period  when  bull  elephants  go  into  a  sexual  frenzy — and  we 
have  inadvertently  separated  him  from  the  objects  of  his  lust. 
There  is  a  hunting  rifle  clipped  onto  a  rack  across  the  dash  of 
the  open  Land  Rover  but  Nico,  our  guide,  would  have  no  time 
to  reach  it,  no  time  to  chamber  a  round,  shoulder  the  butt  and 
fire.  I  can  see  the  dully  gleaming  arcs  of  the  huge  chipped  tusks 
as  I  shrink  down  in  my  seat.  Then  the  vehicle  is  lurching  for- 
ward, engine  gunning  us  over  the  bush  and  out  of  danger.  The 
whole  episode  has  taken  about  ten  seconds.  Ten  life-affirming 
seconds.  Even  David,  the  usually  taciturn  Shangaan  tracker 
perched  on  the  back  tier  of  the  open  Land  Rover,  is  impressed. 
"That  was  close,"  he  admits,  grinning  widely.  "Very  close." 

We  are  at  MalaMala  (it  means  "sable  antelope"  in  the  local 
Shangaan  tongue)  Game  Reserve — one  of  the  private  reserves 
clustered  at  the  southwestern  edge  of  the  Kruger  National  Park, 
the  cornerstone  of  South  African  conservation.  This  is  home  to 
the  fabled  Big  Five — a  19th-century  white  hunter's  classifica- 
tion of  the  five  most  dangerous  animals  to  stalk.  On  a  typical 
three-night  stay  here  you're  pretty  much  guaranteed  to  see  all 
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MY  SAFARI  WAS  PUT 
together  by  Karell's 
African  Dream  Vacations, 
experts  in  southern 
African  bespoke  holidays 
(www.karell.com). 

South  African  Airways 
offers  direct  flights  to 
Johannesburg  and  to 
Cape  Town.  The  flight 
from  the  East  Coast  takes 
nearly  15  hours,  but  it's 
quicker  than  connecting 
through  Furope.  And 
SAA  has  just  introduced 
brand-nev. 
with  flat  !.    I 
business  cli 
start  at  arou: 
(for  round -i 
from  around  $  1 . 

Few  visitors  to  Si 
Africa  can  resist  the 
allure  of  Cape  Town  as 
a  stopover.  Here  the 
Cape  Grace  remains  tho 
gold  standard  for 
luxury,  service  and 
convenience:  Located 
at  the  entrance  to  the 
Victoria  and  Albert 
Waterfront,  rooms  on 
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one  side  have  views  of 
Table  Mountain 
and  on  the  other,  they 
overlook  a  harbor 
(www.capegrace.com). 

If  you  want  to  be  out 
of  the  city  itself,  which 
can  be  pretty  bustling 
in  high  season  (December 
and  January),  try  The 
Twelve  Apostles,  a 
superb  new  boutique 
hotel  standing  on  its  own, 
out  past  Camps  Bay 
overlooking  the  ocean. 
Rooms  at  the  back 

0  at  the  ramparts 

Table  Mountain 

istleshotel.com). 
!   African 
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to  one  of  the  city's 
main  shopping  precincts 
(www.grace.co.za). 

And  one  to  watch: 
Wilderness  Safaris,  whose 
lodges  are  some  of  the 
best  run  in  Botswana, 
Zimbabwe  and  Namibia, 
are  poised  for  expansion 
in  South  Africa.  Two 
lodges  will  open  in 
the  northern  sector  of 
Kruger  National  Park 
later  this  year,  in  a  deal 
with  the  Makuleke 
people,  who  have  reclaimed 
their  land  after  being 
evicted  in  1969  (go  to 
www.wilderness-safaris.com 
for  dates).  A  third  will 
open  on  the  "Wild  Coast"  of 
'he  Eastern  Cape  Province. 

To  find  out  details  of 
other  venues  mentioned: 

MALAMALA 

(•www.  malamala.com); 
INGITA  LEBOMBO 

v. singita. co.za); 
UNGUBANE 

(www.nungubane.com) 

^RUGER  NATIONAL  PARK 

(www.parks-sa.co.za). 


five:  elephant,  buffalo,  lion,  leopard  and  rhino.  The  managf 
ment  of  MalaMala  have  even  prepared  statistical  charts  1 
prove  it.  Today's  MalaMala  guide  has  an  earpiece  and  a  coile 
audio  link  to  his  radio,  like  a  Secret  Service  agent,  and  froi 
time  to  time  will  murmur  into  his  handset  to  his  fellow  range 
to  find  out  what's,  where.  (They  also  limit  the  number  of  veil 
cles  to  three  per  sighting.) 

But  there's  much  more  to  this  than  score  charts.  As  any  m 
soned  safari-wallah  will  tell  you,  the  experience  is  a  holistic  on 
For  it  to  be  truly  Zen-like  you  must  graduate  beyond  the  pede 
trian  and  self- limiting  sport  of  game  spotting  to  a  greater  appi 
ciation  of  ecology,  and  this  depends  on  the  quality  of  yl 
guides.  I  remember  being  in  a  Kenyan  reserve  once  where  ll 
drivers  hurded  their  zebra-striped  minibuses  from  sighting 
sighting,  blurting  out  little  more  than  the  name  of  the  anin 
and  providing  a  mobile  platform  from  which  to  photograj 
Most  rangers  in  southern  Africa  are  pretty  well  qualified  tb  ] 
days.  Nico  here  has  university  degrees  in  biology,  geography  3 
animal  ecology,  with  a  specialty  in  the  territoriality  of  Cera 
therium  simum,  the  white  rhino.  Mostly  this  involves  kicking 
a  big  pile  of  soil — a  midden — and  then  pissing  on  it,  after  wh 
it  becomes  a  rhino  border  post.  Rhinos  would  qualify  for  hai 
icapped  parking  spaces  in  our  world — they're  legally  blil 
That's  why,  says  Nico,  you  can  tell  the  wind's  direction  by  the  \ 
a  rhino  stands.  It  will  always  point  its  ass  towa' 
the  prevailing  wind  so  it  can  smell  what's  com' 
from  behind  and  hear  what's  coming  from  in  fro 
MalaMala  is  a  traditional  thatched-chalet  s& 
lodge,  but  newer  lodges  tend  to  be  more  elabor:' 
ly  styled  and  themed:  British  Raj  nostalgia,  Afir 
gothic,  New  Mexican  adobe,  even  faux  indust 
Singita  Lebombo,  my  next  stop,  is  California  de 
chic.  Long,  raised  wooden  walkways  lead  to  1 
glass  rooms,  only  21  in  all  (in  two  adjacent  can- 
widely  spaced  enough  that  a  porter  must  accon 
ny  you  after  dark  in  case  you  are  intercepted  by  1 
fauna.  (On  my  first  day  a  terrible  crash  shattl 
the  afternoon  quiet  of  the  Long  Bar.  A  troo 
baboons  had  carried  out  a  raid  on  an  outsize  j 
candy  jar,  shattering  it  and  scampering  off  wh< 
ing  into  the  hills  clutching  fistfuls  of  brightly 
ored  goobers.)  Muslin  curtains  screen  off  the 
area  from  the  room,  suede  drapes  curtain  the 
area  and  a  square  gray  tent  of  mosquito  net  un 
over  it,  should  you  want  to  turn  off  the  air-con 
slide  the  huge  glass  doors  open  to  the  sounds  o 
bush  and  the  fresh  tugging  breeze  that  blow 
from  the  Nwanetsi  (shining)  River. 

Singita  Lebombo  is  one  of  the  first  pr 
lodges  allowed  to  set  up  within  Kruger  Nat 
Park  proper  (Wilderness  Safaris  is  establis 
two  more  lodges  just  south  of  the  Limpopo 
later  this  year).  The  main  lodge's  concept 
homage  to  the  cliff  dwelling.  My  timber  and 
room  feels  like  an  aerie — a  Wahlberg's 
wheels  on  a  thermal  wind  level  with  my  bal 
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■  thf/cozy  confines  of  malamala. 

>se  that  I  can  see  the  ruffles  of 
:eather.  The  ridge  lines  opposite 
prinkled  with  the  distinctive 
nbo  euphorbia  and  its  cousin, 
ushveld  candelabra,  succulents 
up-reaching  arms  like  camp 
ace  candlesticks, 
le  lodge  is  brand-new,  and  the 
here  is  plentiful  too.  On  my 
afternoon  we  come  across  an 
>rdinarv  sight,  a  vast  pride  of 
>wn  lions,  and  one  weaned  cub 
s  bony  and  gaunt.  They're  set- 
mder  a  large  sycamore  fig  tree, 
ng  to  be  somnolent  tor  some 
(it's  not  unusual  tor  a  lion  to 
for  16  out  of  every  24  hours),  the 
tail  tlick  there,  an  ear  twitch 
Then  one  of  the  senior  temales 
her  head  and  pads  off,  and  the 
s  silentlv  follow.  An  unsuspect- 
mpala  ram  lias  tripped  down  to 
iver  to  drink.  It  looks  up  to  dis- 

■  its  primordial  nightmare.  One 
would  be  bad  enough,  but  more 
20?  That  would  be  overkill.  The 
Li  >imply  disappears  among  a 
et  of  incisors.  And  soon  it  has 

wrenched  into  its  component 

parts  as  the  lions  fight  for  their 
s,  roaring  and  screeching,  claw- 
ind  biting  at  one  another,  ears 

ned  back  and  talons  out.  The 
goes  from  lion  to  lion  trying  to 
e  a  nibble  but  getting  whacked 

slashed    tor   its    troubles. 
thew  tells  me  it  had  a 
ler  once,   and  during 
earlier    dinnertime 
s,  the   brother  was 
d   by   males    from 
her  pride   and  this 
:  cub  ate  him.  "If  he 
ives,  this  is  going  to 
me  hell  of  a  tough 
"  says  Matthew, 
^s  the  sun  lowers  in 
sky  we  drive  to  the 
of  the  Lebombo  range  itself,  past  a  journey  of  giraffe  ' 
be  happily  wasted  on  that  most  peculiar  of  English  linguis- 
ics,  the  collective  noun — a  crash  of  rhino,  a  dazzle  of  zebra, 
under  of  warthog — a  game  at  which  most  rangers  >. 
1  we  join  the  sisal  line,  or  all  that  can  be  disci 
he  1970s  the  South  African  army  had  the 


Africa 


planting  an  impenetrable  double  row  of  interlocking  spiked 
leaved  sisal  plants  for  216  miles  along  the  border  between 
Kruger  National  Park  and  Mozambique,  to  prevent  insurgents 
and  refugees  from  crossing.  But  the  architects  of  this  new  tac- 
tic apparenth  forgot  to  consult  Kruger's  rangers,  who  could  have 
told  them  that  elephants  like  nothing  better  than  a  baby  sisal 
snack.  Not  a  single  sisal  plant  survives  here. 

Above  the  sisal  line  is  the  border  fence  itself,  strong  cable 
!«ed  taut  between  ten-foot  railway  sleepers,  backed  with 

nd  wire.  On  this  side  the  trees  have  been  smashed  by 
hungry  elephants  and  the  grass  grazed  short.  On  the  other  side 
there  are  few  animals,  the  trees  are  taller  and  the  grass,  a  thick 
palomino  mane.  The  contrast  is  a  product  mostly  of  Kruger's 

lephant  population.  Recently  the  first  steps  were  taken  to 
jom  it  to  the  wilderness  area  over  the  border,  to  create  a  joint 
megapark  now  called  the  Greit  Limpopo  Transfrontier  Park, 
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LEFT:  GREETING  THE  DAY  AT  SINGITA 
LEBOMBO.  RIGHT:  MINIMALIST . 
LUXURY,  BUSH-STYLE,  AT  NUNGUBANE 
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es,  and  last  year  several  family  gro  JP 
of  elephants  and  a  clutch  of  bulls  wi i 
translocated  to  the  Mozambique  s 
Some  of  the  animals  were  radio-< 
lared,  and  Van  Riet  monitors 
movements  from  his  office  near  C 
Town.  From  his  laptop  he  proji 
their   movements — daily  dots 
the  wall  of  a  darkened  room  full  Jt 
guides  and  trackers.  The  bulls  in  f   'll 


.ib  trie: 


which  conservationists  hope  will  relieve  some  of  the  pressure  on 
Kruger  National  Park  and  avoid  having  to  cull  elephants  here, 
a  practice  only  suspended  a  decade  ago. 

By  happenstance  Professor  Willem  van  Riet,  executive  vice 
chairman  of  the  Peace  Park-  Foundation,  one  of  the  main 
sponsors  of  this  idea,  is  staying  at  Singita  Lebombo  for  a 
couple  of  days'  upmarket  R&k  lazed  by  this  Parthenon 

of  postmodernism  that  has  risei  bush.  1  le's  not  used  to 

pampering  in  the  wild.  When  he  young  man.  Van  Riet 

kayaked  from  the  source  of  the  L  opo  to  its  outlet  into  the 
Indian  Ocean.  At  one  stretch  of  th  river  he  had  the  unique 
experience  of  encountering  shark  and  crocodil  :  at  the  same 
time.  One  shark  bit  the  stern  of  his  kayak  aiu  it  a  fero- 

cious shake,  but  Van  Riet  taped  up  the  hole  ana  i  on. 

So  far,  says  Van  Riet,  the  fence  between  Krug  tional 

Park  and  Mozambique  has  been  lowered  in  some  she  eteh- 
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ticular  seemed  somewhat  skepti 
about  their  new  home,  and  mj 
returned.  One  can  be  seen  trudg: 
north  along  the  fence  for  more  tH 
150  miles  before  he  rounds  back  r| ' 
Kruger  at  the  Limpopo  River. 

I 
SAFARI  LIFE  AT  SINGITA  LEBOMlf 
has  a  pleasantly  reassuring  rhyth 
You're  woken  at  dawn  with  cofn 
and  rusks,  go  out  game  viewing  urf11 
about  nine,  when  the  sun  grows  Y 
and  the  animals  retreat.  After  brea  c 
fast  you  can  sleep,  work  out  at  t 
luxury  air-conditioned  gym  (from  t  ' 
stationary  bike  you  can  watch  satell' 
TV  and  look  through  the  glass  wa 
at  the  animals  in  their  natural  half 
tat),  be  wrapped  in  seaweed  or  m 
or  massaged  at  the  spa,  browse  ir 
museum-quality   curio    shop,    re  " 
from  a  well-chosen  library  of  Africa 
or  lounge  by  the  lap  pool.  The  aft<  '! 
noon  drive  sets  off  at  about  4  p.m.,  and  it  ends  (after  sundow1' 
ers  and  snacks  in  the  bush)  well  after  dark,  at  about  8  p. 
Dinner  alternates  between  the  dining  room  and  the  boma 
circular  enclosure  (based  on  a  traditional  cattle  kraal)  open  tc 
luminous  canopy  of  stars.  The  cellar  here  stocks  the  best  loi  ; 
wines,  which  are  included  in  the  room  rate. 

The  lodge  is  so  isolated  that  the  100-strong  staff  (80  perce  ' 
recruited  from  local  communities)  work  seven  weeks  on,  th 
get  16  days  off.  The  remoteness  raises  its  own  special  ch;| 
lenges,  says  head  chef  Rachel  Buchner.  "I  have  to  be  meticulc 
in  my  ordering;  there's  no  running  next  door  for  a  forgott  I 
ingredient."  She  relies  on  produce  from  farms  around  the  pa 
as  much  as  she  can;  avocados  and  nuts  and  herbs  and  pe 
padews  (a  sort  of  cross  between  a  cherry  tomato  and  a  swt 
chili)    from   Nelspruit   to   the   south,    and   venison,   ostri 
sausages,  kudu  strip  loin  and  springbok  carpaccio  from  t 


farrrfs  to  the  east.  View  it  one  minute,  eat  it  the  next. 

GREAT  ATTRACTION  OF  MY  LAST  DESTINATION, 
vonden  ("well  founded"  in  Dutch),  is  that  it's  nestled  up 
Waterberg  mountains,  high  enough  to  be  malaria  free, 
irst  whites  to  settle  here  were  the  eccentric  Jerusalem 
ers  ("travelers"  in  .Afrikaans)  who  believed  the  Brits  to  be 
ntichrists,  and  so  fled  the  Cape,  bound  for  Israel,  with 
hand-drawn  map  in  the  back  of  a  family  bible  as  a  guide, 
aching  the  Waterberg  they  encountered  a  strongly  flow- 
ream,  which  thev  confidently  identified  as  the  river  Nile 
eclared  their  trek  at  a  somewhat  premature  end. 
nee  teeming  with  lion,  it  became  a  white  farming  area 


warthogs  at  any  one  time  have  their  heads  up  on  lion  watch. 
After  two  blissful  weeks  in  the  bush  it  is  time  to  leave.  The 
young  ranger  drives  the  length  of  the  dirt  strip  to  chase  off  a 
couple  of  lazy  Hon,  lolling  on  their  sides  in  the  shade,  as  plump 
and  as  blond  as  Labradors.  Then  the  pilot  opens  up  the  throttle 
of  the  little  Cessna  and  we  shoot  up  into  the  clear  Waterberg  air, 
and  as  we  gain  height  I  can  make  out  the  outline  of  the  old  farm 
fields,  circles  where  rotary  irrigation  pipes  had  revolved,  and  the 
shapes  of  the  old  homesteads,  and  the  lines  where  fences  once 
separated  domestic  animals  from  wild.  It's  like  looking  down  at 
the  fading  signs  of  some  ancient  civilization.  Now  the  roar  of 
the  lion  and  the  elephant's  trumpet  are  heard  where  once  it  was 
only  the  lowing  of  cattle  and  the  bleating  of  sheep.  • 


ge  a  nibble  of  impala  but  gets  slashed  for  its  troubles. 


white  hunters  shot  the  last  one 
in  the  early  1900s.  But  in  the 
some  of  the  local  farmers  final- 
mitted  that  agriculture  was  mar- 
here  at  best,  and  created  a  pri- 
reserve.  They  tore  down  all  man- 
!  structures  and  reintroduced  the 
Five.  Welgevonden  is  run  rather 
an  upmarket  New  York  co-op. 
ules  of  environmental  engage- 
t  are  strict:  lodge  sites  and  mate- 
specified,  size  restricted  to  five 
is  and  one  vehicle.  The  lodge  I'm 
ng  in,  Nungubane  ("porcupine" 
ulu),  has  five  guest  rooms  with 
:s  cut  in  the  wooden  decks  to 
v  local  trees  (Transvaal  gardenia 
lis  case)  to  protrude, 
"he    reintroduction    and    rapid 
iferation  of  lion  in  Welgevonden 
le  as  something  of  a  shock  to  the 
dent  warthog  population,  whose 
1  predator  for  the  past  century 
been  the  odd  nocturnal  leopard 
t  had  evaded  the  ranchers'  rifles, 
blase   warthogs   had   taken   to 
ding  in  pairs,  going  down  onto 
ir   knees    (equipped   with   hard 
:her  pads  like  those  sewn  onto  the 
ows  of  old  tweed  jackets)  with 
ir  snouts  snuffling  in  the  roots 
1  their  bums  high  in  the  air.  This 
:sented  a  laughably  easy  target 
lions  in  search  of  hors  d'oeuvres. 
took  the  warthogs   only  a  few 
>nfhs — and  fearsomely  rising  casu- 
ies — to  realize  their  M.O.  needed 
major  rethink.  Now  they  feed  in 
ich  larger  groups,  and  three  or  four 
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By  Roger  Kimball 


•RENCH 

PROVINCIAL 

'ive  friends  travel 
down  the  Canal 
du  Midi,  and  back 
:hrough  history 


>^  Marching  orders  came  via  cyberspace  a  year  ago. 
The  Crusade  2003  embarks  June  15  from  Carcassonne," 
sad  the  e-mail  from  the  man  who  called  himself  The  King. 
The  Roi  Soleil  is  being  outfitted  with  the  appropriate 
munitions,  libations  and  susl  tee  for  a  successful  cam- 
»aign....I  suggest  naming  the  expedition  CAILIF-Crusade 
against  Infidels  Living  Ir         ice."  Who  were  we  to  object? 

ustration  by  Scott  Menchin  porbesfyim 


The  Roi  Soleil,  our  attack  vessel,  is  easily  the  moj 
luxurious  craft  on  the  Canal  du  Midi, the  17th-century  watej 
way  that  stretches  from  Toulouse  down  to  the  city  of  Sete  ii 
the  Mediterranean. Guillaume  de  Perthuis,the  boats  captaii 
and  owner,  took  infinite  pains  with  the  camouflage.  In  199| 
he  had  a  1927  Dutch  canal  barge  cut  down  from  120  feet  t 
its  original  length  of  98  in  order  to  fit  Qust  barely)  the  canalj 
locks.  By  1999,  he  had  gutted  it  from  the  rivets  up  and  ha< 
it  lavishly  outfitted  with  a  Jacuzzi,  teak  decks,  wine  cellaj 
professional  kitchen,  mahogany  paneling,  a  dining  saloo 
where  J.  Paul  Getty  would  feel  at  home  and  three  plush  ei 
suite  bedrooms  below  decks. 


Obviously,  this  was  a  deep-cover,  special-forces  operation. 

The  infidels  would  never  suspect  we  were  coming. 

None  but  The  King  knew  we  were  members  of  the  Blue 
Berets.  That  was  no  surprise.  With  typical  ingenuity,  The  King 
had  constituted  the  unit  on  the  spot.  ("Rule  #i:  Blue  Berets 
never  drink  before  noon,  ia:  It  is  always  noon  somewhere.") 

Guillaume  was  our  communications  expert,  a  dab  hand 
with  "oni,"  "non"  and  "plus  de  vinpour  monsieur,  s'il  vous p/ait." 
He  had  assembled  three  sappers  for  the  mission.  Jeremy,  pos- 
sibly the  only  world-class  chef  born  and  bred  in  England,  was 
a  si)  mai  m cat  cleaver.  Louisa,  our  beautiful  hostess, 

held  a  bl  i  n  hbafion-pouring.  And  what  she  didn't 


know  abi  ul 

vasn't  worth  knowing.  Finnegan — 

clearly  anom 

an  enigmatic  Dutchman  aston- 

ishingly  clev 

tnate. 

The  Kins 

n  of  six,  but  we  lost  one  to 

a  wedding  in  Pa 

'en  commenced.  We  five 

remaining  era 

reconnaissance  and  pro- 

visioning  at 

i  medieval  fortress 

city  in  Europi 

Roman  times,  but 

most  of  the  hull  ii 

itedbattle- 

ments  date  from 

of  the 

Languedoc,  at  the 

itier.  The 

entire  area  of  fan 

hi  ford- 

fied aeries  in  varying  st 

id  wild- 

Qowers  congregating  in  u 

■1  archers. 
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But  there  is  nothing  as  big,  as  elaborate  or  anywhere  nei 
as  habitable  as  Carcassonne.  The  city  had  been  rescued  froa 
picturesque  ruination  by  the  architectural  historian  Eugend 
Emmanuel  Viollet-le-Duc  in  the  19th  century.  The  restore 
tion  irked  a  few  purists — Viollet-le-Duc  used  the  norther 
French  style  of  gray  slate  and  conical  towers  instead  oft! 
more  local  style  of  Roman  tiles  and  flat  roofs.  The  resua 
however,  is  candy  for  the  imagination:  two  thirds  archeolog 
ical  commissary,  one  third  Disney  revival.  About  150  soul 
live  in  the  old  city  at  Carcassonne.  The  rest  of  the  people  yot 
see  crowding  the  cobbled  streets  and  clambering  over  thi 
antique  ramparts  are  tourists — or  crusaders.  There  are  sev 
oral  hotels,  scores  of  shops  and  restaurants  and  one  loom 
ing  cathedral.  In  order  to  maintain  cover,  we  checked  int 
the  gorgeous  Hotel  de  la  Cite,  a  swank  establishment  wher 


Elbow  to  elbow  at  the  bar,  cigars  in  hand... 

the  night  is  open 
for  cocktails  and  conversation. 


The  best  stories  and  heartiest  laughs 

put  you  at  ease. 
Spirits  run  high  as  the  crowd  fills  in, 
the  music  kicks  up... 
and  the  boys  get  comfortable. 


<yi< 


Great  steaks. 

Chilled  cocktails. 

And  one  hell  of  a  boys'  night  out. 


THE  STEAKHOUSE 


CATIONS  WORLDWIDE 
rww.mortons.com 


:ould  hatch  plots  anonymously  in  coddled  comfort, 
"he  weight  ot  history — a  seemingly  infinite  vista  of 
dent — hangs  heavy  in  Carcassonne  and  the  Languedoc. 

region  (also  called  Occitania)  is  the  place  where  people 

"oc"  rather  than  "oil"  which  became  "oaz,"  lor  "ves" — 
iic  d'oc  instead  ol  langue  d'o'il.  Gauls,  Romans,  Visigoths, 
iks,  Moors,  Cathars:  One  by  one  they  came,  they  pillaged 
raved,  slaughtered  or  were  slaughtered.  A  plaque  in  the 
rassonne  cathedral  reminds  us  that  only  yesterday  St. 
ninic  (c.  1170— 1221)  preached  there  during  Lent. 
\.  lot  of  nasty  things  have  happened  in  Languedoc  over  the 
mies.  Perhaps  that  is  one  reason  the  people  are  so  cheer- 
low.  (The  area  is  the  biggest  wine-producing  region  in 
ice,  too,  which  also  contributes  to  cheerfulness.)  Here  and 
e  along  the  highways  are  signs  announcing  that  you  are 

itfaai  Country.  Ah,  the  Cathars:  a  wacked-out  sect  of 
tern  origin  that  made  great  inroads  in  the  Languedoc  and 
;hboring  venues  in  the  nth  and  12th  centuries. 
The  Cathars  represented  a  revival  ol  the  Manichean  heresy 

-(>  exercised  St.  Augustine  back  in  the  5th  century  A. D. 

known  as  Albigensians,  from  the  nearby  town  of  Albi, 

Cathars  were  dualists.  They  believed  that  God  made  the 


L-J  '    d    O  Li  1 1    rvl  1 1  ^  The  Roi  Soleij  (www.riveryacht.com) 
»ls  in  Provence,  from  Avignon  to  Beziers,  as  well  as  the  Canal  du  Midi.  To  book 
Roi  Soleil,  contact  your  cruise  or  travel  agent,  or  call  Abercrombie  &  Kent  (800-554- 
6),  The  Barge  Lady  (800-880-0071)  or  Frontiers  International  Travel  (800- 
-1950).  The  charter  prices  for  up  to  six  guests  for  six  nights  is  $30,300,  all  inclusive. 


■Id  of  spirit,  which  was  good,  while  the  other  world — that 
say,  our  world  and  everything  in  it — was  the  work  of  the 
il.  The  body  was  bad,  sex  was  bad,  and  if  you  didn't  wise  up 
his  you  were  doomed  to  be  continually  reincarnated  until 
got  it  right. 

The  Cathars  were  New  Agers  before  their  time.  They  were 
rinists  of  a  sort,  welcoming  women  in  priestly  roles.  They 
eved  that  some  of  their  number  were  "Parfaits":  perfect 
igs  who  had  emancipated  themselves  from  the  material 
Id  in  all  but  compassion  for  the  rest  of  us  yobs.  (The  word 
ithar"  comes  from  a  Greek  word  meaning  "pure.")  Being 
incipated,  and  disbelieving  in  the  sacraments,  they  eschewed 
rriage  in  favor  of  either  celibacy  or  free  love.  (Didn't  they 
ik  sex  was  bad?  Yes,  but  if  you  were  truly  emancipated,  the 
terial  world  didn't  matter:  nice  work  if  you  can  get  it.)  No 
nder  the  Cathars  made  a  comeback  in  the  i960  3.  Is  there  a 
k  band  called  The  Cathars?  There  should  1 
Some  local  nobles  protected  the  Cathars  generally  less  for 
ological  than  for  political  reasons.  The  Cathars  challenged 
authority  of  the  Roman  Catholic  Cb  irch,  which  suited 
bitious  lords  just  fine. 

For  its  part,  the  Church,  whose  .  entral  teaching  revolves 
und  the  incarnation  of  God  in  the  person  ofjesus  Christ, 
>k  an  exceedingly  dim  view  oft]  e  heresy.  Church  authori- 
>  pleaded  with  the  Cathars.  They  reasoned  with 


They  threatened  them.  Then  at  a  powwow  in  1208  a  papal 
legate  was  murdered  and  Pope  Innocent  III  terminated  the 
nice-guy  routine. 

Under  the  direction  of  the  Cistercian  Abbot  Arnaud- 
Amaury,  the  First  Albigensian  Crusade  got  underway  on  July 
22,  1209,  at  Beziers,  a  major  Cathar  redoubt.  The  Crusaders 
quickly  breached  the  city's  defenses.  When  the  knights  asked 
how  they  were  to  distinguish  the  heretics  from  the  rest, 
Arnaud-Amaury  memorably  replied,  "Tuez-/es  tous,  Dieu 
reconnaitra  les  siens":  "Kill  them  all,  God  will  know  His  own." 
Some  scholars  estimate  that  30,000  people  were  dispatched  for 
divine  triage  that  day. 

The  crusade  of  the  Blue  Berets  was  a  rather  different  affair. 
We  conjured  more  with  Jeremy's  terrines  de  foie  gras  than 
trebuchets  or  other  engines  of  war.  At  the  fortress  town  of 
Minerve,  140  Cathar  hierophants  jumped  into  a  bonfire  rather 
than  recant.  We  were  less  interested  in  recanting  than  decant- 
ing, an  art  that  Louisa  had  mastered.  Our  crusade  really  began 
at  Homps,  a  few  miles  from  Carcassonne,  where  we  boarded 
the  Roi  Soleil  and  began  our  leisurely  trek  aboard  this  river 
yacht  to  Beziers  along  the  Canal  du  Midi. 

The  brain  child  of  Pierre-Paul  Riquet,  a  minor  nobleman, 
the  Canal  du  Midi  is  probably  the 
greatest  engineering  triumph  of  the 
17th  century.  Since  the  time  of  Nero, 
clever  chaps  had  tried  to  find  a  way  of 
linking  the  Bay  of  Biscay  with  the 
Mediterranean.  Even  after  locks  had 
been  invented,  no  one  could  figure  out 
how  to  keep  the  canal  supplied  with 
water  until  Riquet  came  along  and  saw  that  a  dam  at  Saint- 
Ferreol  in  the  Montagne  Noire  would  do  the  trick.  It  took  14 
years,  12,000  laborers  and  all  of  Riquet's  considerable  fortune 
to  complete.  (A  second  canal,  the  Canal  Lateral  a  la  Garonne, 
runs  from  Toulouse  to  the  Atlantic.) 

From  its  opening  in  1681  (a  few  months  after  Riquet  died) 
until  the  advent  of  the  railway  in  the  mid-i9th  century,  the  canal 
was  an  important  commercial  route.  The  iron  horses  put  paid 
to  that,  but  the  bucolic  tree-lined  artery,  wending  its  way 
through  some  of  the  most  spectacular  countryside  in  France,  has 
remained  busy  with  pleasure  craft — and  craft  conveying  cru- 
saders like  the  Blue  Berets.  In  1787,  Thomas  Jefferson  took  a  trip 
down  the  canal:  "Of  all  the  methods  of  traveling  I  have  ever 
tried,"  he  wrote  in  a  letter,  "this  is  the  pleasantest." 

If  only  he  had  experienced  the  Roi  Soleil.  Every  day  we 
would  wake  to  a  toothsome  breakfast,  then  Guillaume  would 
whisk  us  off  to  storm  a  medieval  monastery  or  revivified  local 
winery.  ("Rule  #8:  White  wine  goes  best  with  red  wine.")  Back 
to  the  Roi  Soleil  for  a  bibulous  lunch,  a  stretch  of  reading,  for 
some  of  us  a  bit  of  writing,  for  others  a  nap — and  then  further 
expeditions  in  the  afternoon.  Dinner  was  always  a  grand  and 
delectable  event.  We  even  arrived  at  a  moral,  courtesy  of  the 
poet  A.  E.  Housman:  "...Malt  does  more  than  Milton  can/ 
To  justify  God's  ways  to  man."  What  would  Arnaud-Amaury 
have  thought  of  that?  • 
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Airport  security  can  be  traveler's 
hell.  If  you've  been  waiting  for  a  qui< 
pass,  you  may  not  have  to  wait 
much  longer.  By  Matthew  Reed  BaM 


WELCOME 
TO  THE 
FAST  TRAC 


n  a  hot  Wednesday 
evening  last  summer,  Ed  Larson  was  waiting  in  a  passenger 
screening  line  at  Philadelphia  International  Airport  when  the 
man  ahead  of  him  tried  to  get  a  bullet  through  the  X-ray  machine. 
It  was  a  replica  attached  to  a  keychain,  about  two  inches  long, 
perhaps  for  a  .357  Magnum,  and  security  personnel  wanted  to 
confiscate  it.  "The  guy  went  absolutely  berserk-o,"  says  Larson,  a 
vice  president  at  Wachovia  Corporation's  headquarters  in 
Charlotte.  "The  line  was  backing  up,  and  there  was  a  lot  of 
pent-up  anger  as  it  became  clear  he  was  fighting  over  a  bullet.  I 
mean,  I  can't  even  get  my  shaving  blades  through  security!" 

Most  agree  that  security  nightmares  at  many  airports  have 
decreased  since  tough  new  measures  were  first  imposed  follow- 
error  attacks  of  September  11,  2001.  But  bottlenecks  are 
uictable.  In  response,  the  U.S.  govern- 
rity  Administration  (TSA)  hopes  to 
process  for  frequent  flyers  as 
■ment  of  private  technology 
vstem  that  aims  to  keep 
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background  check  than  the  usual  commercial-database  searc 
such  as  those  performed  by  banks  when  you  open  a  new  accd 
Once  the  traveler  is  cleared  as  no-risk,  the  informatio 
encoded  on  a  computerized  "smart"  card,  along  with  the 
eler's  unique  biometric  data,  such  as  fingerprints  or  iris  patteB 
Registered  travelers  would  still  have  to  pass  through  a  mafl 
tometer,  but  unless  the  machine  were  to  go  off,  they  would! 
exempt  from  those  wand-waving  "secondary  screenings"  M 
behind-the-partition  gropings  that  now  befall  about  eij| 
seventh  person  in  line.  Eventually,  a  separate  queue  maybe' 
available  for  registered  travelers.  Enrollment  could  cost  less 
$100  a  year. 

If  the  TSA's  plan  sounds  vaguely  familiar,  it's  because  somj 
its  basic  structure  is  derived  from  CAPPS II  (Computer  Assil 
Passenger  Prescreening  System),  a  controversial  agency  initim 
launching  this  year  that  would  require  the  airlines  to  proJ 
the  name,  address,  telephone  number  and  date  of  birth  ofl 
airline  passengers.  The  information  would  be  checked  agaa 
government  watch  lists,  and  each  passenger  would  be  assigl 
a  numerical  and  color  rating  based  on  their  level  ot  risk.  Unli 
CAPPS  II,  however,  the  Registered  Traveler  Program  wouM 
strictly  voluntary. 

And  how  many  volunteers  might  actually  welcome  t 
E-ZPass — or  at  least  the  E-Zer  Pass — at  check-in?  A  2« 
Business  Travel  Coalition  survey  queried  roughly  400  trequi 
business  travelers — all  of  whom  expected  to  purchase  an  avel 
of  38  round-trip  tickets  for  that  year  alone — and  found  that  mi 
than  70  percent  of  them  supported  the  idea. 


1 
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lustrations  by  AnastasiaVasilakis 
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While  prescreening  remains  in  its  early  stages  in  the  U.S., 
similar  systems  are  up  and  running  at  Amsterdam's  Schiphol 
Airport  and  Tel  Aviv's  Ben  Gurion  Airport,  one  of  the  most 
security-conscious  facilities  in  the  world.  Six  years  ago,  Texas- 
based  Electronic  Data  Systems  (EDS)  set  up  its  Express  Entry 
system  at  Ben  Gurion,  and  today  more  than  100,000  travelers 
have  enrolled,  or  about  15  percent  of  the  airport's  passenger 
traffic.  (A  $25  registration  fee  pays  for  the  background  check,  the 


THE  EYES  HAVE  IT 

From  James  Bond  to  Tom  Cruise  in  Minority  Report,  iris  scans  have  given 
many  a  movie  a  futuristic  allure.  But  the  reality  is  that  the  technology  may  soon 
be  coming  to  an  airport  near  you. 

Unlike  a  finger  scan,  which  typically  identifies  40  data  points,  iris  recognition 
confirms  more  than  250.  No  two  irises  are  alike:  Even  a  person's  left  and  right 
eyes  are  different,  and  identical  twins  do  not  share  the  same  patterns.  Consequently 
iris  scans  have  an  ^rror  rate  of  only  about  1  in  131,000,  compared  with  roughly 
1  in  500  'or  fingerorints.  Machines  used  to  scan  irises,  however,  are  far  more 
expensive  i  a^ed  to  match  fingerprints,  and  training  users  takes  longer. 

One  place  it  is  '  illy  at  work  is  at  Amsterdam's  Schiphol  Airport,  where 

thousand":  of  eyeball  scrutinized  since  the  program  began  in  2001. 

Passengers  ertrotfed  registered  traveler  system  swipe  their  Privium 

smart  card  through  ito  a  video  camera  and,  in  the  blink  of  an 

eye,  they're  through. 
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two  hours  at  peak  periods  to  an  average  of  20  seconds. 

"[The  system]  provides  two  levels  of  security,"  says 
Hulley,  president  of  EDS  Transportation  Global  Ind 
Practice.  "First,  you're  really  proving  the  person  is  who  the 
they  are,  and  second,  you're  proving  that  this  person  has  a  gi 
background.  Biometrics  are  not  infallible,  but  smart  cards 
triple-encrypted  and  99.99  percent  safe.  Any  tampering  with 
card  destroys  it,  and  if  for  some  reason  you  don't  get  a  ma 
you  are  sent  back  through  regular  security."  & 
far,  says  Hulley,  the  system  has  handled  mor: 
than  two  million  entries  and  exits  without 
single  security  breach. 

Ben  Gurion  is  only  one  airport,  however.  Tli 
TSA  must  contend  with  450  U.S.  airports,  whic! 
makes  standardizing  any  one  system  difficw 
And  then  there's  the  thorny  question  of  priv; 
How  much  information  is  enough;  exactly 
criteria  deem  a  passenger  no-risk;  and  who  keep 
the  data? 

"The  technology  is  easy  compared  to  ho» 
difficult  the  policy  is,"  says  Jeremy  Grant,  vie: 
president  with  Maximus'  enterprise  solution' 
division,  which  is  developing  a  similar  syster 
called  FlySecure.  "Privacy  is  a  huge  concern  in  an 
system  that  uses  background  checks  and  biometr.: 
information.  You  need  a  number  of  safeguard; 
such  as  provisions  that  limit  the  information! 
what's  needed  for  that  time,  and  also  strict  limi: 
on  disclosure  so  that  it's  not  abused.  On  the  tec 
side,  you  also  have  to  make  it  secure  so  that  noboc 
can  hack  into  it." 

That  the  Registered  Traveler  Program  is  vol- 
untary would  seem  to  eliminate  any  possibility!' 
institutional  coercion  to  surrender  privacy.  Stil 
Barry  Steinhardt,  director  of  the  American  Civ 
Liberties  Union's  Technology  and  Liberty  Projs 
recently  warned:  "It  would  not  likely  remain  tM 
voluntary  for  long  as  passengers  are  for  all  in« 
and  purposes  forced  to  get  one  in  order  to  avR 
humiliating  and  inconvenient  'second  clas: 
treatment  at  the  gate."  Steinhardt  contin 
"Not  only  are  terrorists  going  to  be  able  to  b 
security  through  forged  documentation  and  fs 
ble  technology,  the  little  guy  is  going  to  be  s1 
jected  to  the  same  hassles  at  the  airport,  whiL 
first-class  or  business  passenger  gets  a  free  p: 
It  is  perhaps  premature  to  condemn  the 
istered  Traveler  Program  as  technologically  flawed  and  e 
before  it's  even  been  tested.  There  is,  in  fact,  at  least  as  mj 
reason  to  believe  that  the  system  will  be  sufficiently  secure 
like  airline  travel  itself,  inexpensive  enough  to  be  availabli 
most  people  who  choose  to  use  it. 

Just  when  we'll  have  that  choice  is  hard  to  predict.  Btl| 
probably  won't  be  too  long  until  some  form  of  an  E-Z. 
begins  easing  rush-hour  lines  at  airports.  Until  then,  like 
Larson,  we'll  all  just  have  to  bite  that  bullet.  • 


il  of  them  as  a  Mute  button  for  the  world  around  you. 

it's  the  engine  roar  on  airplanes,  noise  of  the  city,  bustle  in 

the  office  or  the  blare  of  neighborhood  yard  work, 

these  headphones  let  you  hush  them  all.  And  they 

do    it    with    the   flick   of  a   switch.    You    savor 

delicate    musical   nuances    in   places   where   you 

couldn't  before.  And  when  you're  not  listening 

to  music,   you   can  use   them   to  quietly  enjoy 

e   peace.   Clearly,   Bose  QuietComfort"  2   headphones   are 

dtnarv  headphones.   It's  no  exaggeration  to 

ev're  one  of  those  things  you  have  to 

nee  to  believe. 

:e     noise     with     Bose 
ology.    David    Carnov 

on    CNET    that 
iginal  noise-reducing 
hones  "set  the  gold 
rd."  And  according 
pected    columnist 
v'arren,  our  newest 
bona    "improve 
ertection."    They 
jmcally  identify  and 
!   noise   while   taith- 
preserving  the   music, 

or    silence    that    you 

As    Jonathan     Takitt 

in    the    Philadelphia 
News,    "Even    in    the 
st   environment,   wearing 
phones  creates  a  calming, 

quiet    zone    for 

easy  listening  or  just  snoozing 


^55^ 


offers  more  conveniences  than  the  origi- 
nal model."  You  can  wear  them  without 
the  audio  cord  to  reduce  noise.  Or,  attach 
the  cord  and  connect  them  to  a  portable 
CD/DVD/MP3  player,  home  stereo,  computer  or  in-flight  entertain- 
ment system.  When  you're  done,  their  convenient  fold-flat  design 
allows  for  easy  storage  in  the  slim  carrying  case. 

Try  the  QuietComfort"  2  headphones  for  yourself  risk  free. 

We  don't  expect  you  to  take  our  word  for  how 

dramatically    these    headphones    reduce 

noise,  how  great  they  sound  and  how 

comfortable   they  feel.   You  really 

must     experience     them     to 

believe  it.  Call  toll  free  to  try 

them  for  30  days  in  your 

home,    at   the    office   or 

on    your    next    trip    - 

satisfaction  guaranteed. 

If  you  aren't  delighted, 

simply  return  them  for 

a  full  refund. 

Call      1-800-474-2673, 
ext.  Q2567  today.  These 

headphones      are      available 

direct  from  Bose  -  the   most 

respected  name  in  sound.  When 

you  call,  be  sure  to  ask  about 

our  financing 


options.  And 

discover  a  very 
different  kind  of  head- 
phone -  Bose  QuietComfort*  2  Acoustic  Noise 
Cancelling  headphones. 


For  FREE 
shipping 
order  by 
AprilT5, 

2004. 


Enjoy  your  music  with  our  best  headphone 

sound  quality  ewer.  After  trying  Quiet- 

-  headphones,  audio  critic  Wayne  Thompson  reports  that 

I  engineers  have  made  major  improvements."  The  sound  is  so 

you  may  find  yourself  discovering  new  subtleties  in  your 

CNET  says  "All  sorts  of  music  -  classical,  rock,  and  jazz  - 

ed  refined  and  natural." 


"The  QuietComfort  2  lives  up  to  its  name, 

enveloping  you  in  blissful  sound  in  the  utmost 
comfort.  It's  easy  to  forget  they're  on  your  head." 
That's  what  columnist  Rich  Warren  says.  And  as 
Ivan  Berger  reports  in  The  New 
York  Times,  the  "QuietComfort  2 
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For  information  on  all  our  products:  wunv.hose.com/q2567 
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Tom  Ford  for 
Vintage  belt  by  Beth  Frank 
Opposite. 

Hi.  Hat  by  Lola. 
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Hollywood  meets  the  Old  West, 
Brazilian  beauty  Michelle  Alves  rounds 
spring  fashion's  best  '30s-era  looks 
1  heads  on  down  to  Cibolo  Creek  Ranch. 
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and-snakeskin  belt  by  Lost  Art. 
sooo.  Sandals  by  Nicole  F.irhi.  > i ; s ■ 
Opposite:  Knit  jacket,  51,885,  and 
halter  top,  *7&o  (\vith  shorts,  riot 
shown),  bv  Missoni.  Vintage  poured- 
dass-and-pearl  necklace  at  JewelFever 
s8so.  Hair  by  Roberto  DiCuia  at 
rRAFIKinc.com.  Makeup  by  Terri 
Apanasewicz  for  clouaeragencj  .com. 
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By  Special 
Arrangement 

Only   8 


By  Jonathan  Black 


YOU  CAN  LOOK  AT  THE  FISCHER  FIVE  HUNDRED  AS  A  RAREFIED,  HIGH- 
flying  club:  business  nabobs,  a  smattering  of  Hollywood  celebrities,  sports  stars,  TV 
types.  The  entry  fee  is  $10,000,  plus  another  $5,000  annual  retainer,  but  that  just  gets 
you  into  the  game.  That  gets  you  connected  to  Bill  Fischer,  the  travel  fixer.       Never 
heard  of  Bill  Fischer?  Don't  bother  to  dial  Information.  His  phone  is  unlisted.  His  own 
business  card  doesn't  have  the  number.  He  doesn't  advertise,  he  says,  because  there's 
already  a  waiting  list  of  clients.  The  ones  he  has  now  would  be  headache  enough  for 
most  people.        One  wanted  to  have  a  little  party  at  Scotland's  hyperexclusive  Skibo 
Castle,  where  Madonna  got  married.  Another  who'd  rented  a  private  island  in  the 
Caribbean  found  the  helipad  had  no  lights,  seriously  crimping  his  dinner  dance.  Then 
he  decided  he  had  to  swim  with  the  dolphins,  but  all  the  trained  local  dolphins  were 
doing  a  movie.       Who  you  gonna  call?       Bill  Fischer,  that's  who.  Just  don't  call  him 
a  travel  agent.  He  prefers  something  on  the  order  of  "the  world's  most  exclusive 
oncierge,"  a  maestro  of  pampering.  For  a  client's  40th  birthday  bash  in  Morocco,  he 
ked  half  the  camels  in  Marrakech  but  also  had  them  shampooed  with 
Shampoo  and  their  teeth  brushed  with  Crest.       No  job  is  too  big  for 
or  too  small.  A  pa  r  of  Super  Bowl  tickets?  Coming  into  Manhattan,  desper- 
ntment  witi;  the  dermatologist  Thursday  at  two — the  one  with  the 
'ist:  Having  an  anniversary  in  Vegas  and  want  the  Bellagio  fountain 
m  your  wife's  favorite  song,  Streisand's  "Till  I  Loved  You"? 
Want  an  intimate  i;       •  cooked  by  Daniel  Boulud?  Like  to  play  a  few  rounds  of  golf 
with  1  -  ■  balls  with 

Anna  Koi 
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your  man.    Illustrations  by  Dominic  Bugatto 
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"He's  not  only  an  amazing  detail  person,  but  he  com- 
bines it  with  the  skills  of  the  ultimate  schmoozer  and  ultimate 
butler,"  says  Stan  Bromley,  general  manager  at  the  Four 
Seasons,  San  Francisco.  "He  provides  very  intimate  service  to 
very  wealthy  people.  There  are  no  deals.  No  rate  concessions. 
He  works  for  people  who  just  want  it  done  right." 

Bromley  should  know.  He  recently  had  some  favored 
guests  who  needed  rooms  in  the  exclusive  Four  Seasons  on 
Nevis.  But  it  was  Christmas  and  he  couldn't  get  space  at  his 
own  sister  hotel.  Fischer  got  him  the  rooms. 

Bill  Fischer  is  a  tanned  and  dapper  68-year-old  who  pre- 
sides over  a  staff  of  21  in  Manhattan  offices  just  a  stone's  throw 
from  Grand  Central  Terminal.  While  his  minions  work  the 
backrooms,  manning  laptops,  cell  phones  and  beepers,  Fischer 
settles  into  the  cozy  conference  room  to  recap  his  triumphs  of 
service  to  the  overserved.  He  revels  in  their  wealth,  even  as  he 
clucks  over  their  outrageous  demands. 

"Years  ago  we  did  a  honeymoon  for  a  client.  Five  hundred 
thousand  dollars.  Wow.  We'll  never  see  another  honeymoon 
like  that!  Then  about  six  years  later  he  calls  again.  He's 
divorced  and  getting  remarried.  Could  I  fly  to  California  and 
talk  to  his  fiancee? 

"She's  very  tall,  and  all  of  a  sudden  she  comes  walking  down 
these  steps  with  a  ring  that  doesn't  go  over  one  finger.  It  went 


: 


w  w  He  provides  very  intimate 
service  to  very  wealthy  people. 
There  are  no  deals.  No  rate 
concessions.  He  works  for  people 
who  just  want  it  done  right.  A  A 


over  eight  fingers.  It  looked  like  the  headlight  of  a  Rolls-Royce. 
Well,  they  wanted  to  take  36  guests  on  the  yacht  the  Savanna." 

You  know,  the  Savanna.  Four-hundred-fifty  feet,  crew  of 
fifty-five.  The  largest  private  yacht  in  the  world.  Used  to  be- 
long to  the  president  of  Turkey. 

"They  wanted  to  take  a  ten-day  Mediterranean  cruise," 
Fischer  goes  on,  "and  then  get  married  at  the  Hotel  du  C.  \ 
During  tl  C  nei  Im  Festival.  When  every  movie  studio 
has  a  parr,  thi  ev<  single  night."  Then  they  wanted  to 
arrange  a  90 -day  globe-ti  '  m  royal  suites  with  the  head 
butler  from  the  Lanesboioug!  ->tel  in  London.  Did  Fischer 
nail  it  down  for  the  guy?  Of  cou  Exactly  how?  "Very  care- 
fully,"     •<=  Fischer,  with  his  paten.    I  twinkle. 

Still,  u  "as  tar  from  tl  .<-  most  lavis  h  trip  he's  arranged.  That 
award  goes  to  the  w<  d«  %  in  Flon ,  ce.  It  was  peak  season  and 
Fischer  had  to  secure  1  ings  at  the  city's  most  elite  hotels. 
Gut      Pi'w  in  from  aroui  .rid.  Maybe  ;  ou  read  about  it. 

Steven  o,      berg  walked  tru  down  the  ais    .Jesse  Jackson 

did  ti     service.  Andrea  BocelL  sa    ;.  The  bill:  si;  million. 


native  of  Brooklyn,  Fischer  started  o 
in  the  1970s  in  humbler  surroundings, 
^selling   $199   bucket-shop   tickets   to 
Vegas.  He  soon  noticed  that  clienB 
who   wanted   high-end   destination! 
were  getting  the  same  low-end  service. 
Borrowing  $25,000  from  his  brother-in-law,  he  set  up  his  owl 
agency  and  eventually  dumped  80  percent  of  his  customers.  He 
positioned  himself  in  what  was  then  a  marginal  niche:  Iuxum 
travel.  Then  he  unlisted  his  phone.  A  decade  ago,  he  introduce! 
his  enrollment  fee,  to  eliminate  fly-by-night  customers  like  thi 
one  who  hired  him  once  to  get  the  unattainable  suite  of  roorm 
on  Nevis  at  Christmas.  Then  he  added  the  $5,000  retainer. 
"My  accountant  said,  What,  are  you  crazy?'"  says  Fischer! 
While  the  travel  industry  overall  has  suffered  since  9/nl 
Fischer  claims  his  business  has  prospered.  His  clients  dona 
worry  about  hijacked  planes:  90  percent  fly  charter.  There's  nJ 
wait  at  customs;  nobody  tells  them  to  take  off  their  shoes.  Ii 
anything,  Fischer's  trips  have  grown  more  inclusive. 

"People  don't  want  to  leave  anybody  home,"  he  says.  "TheJ 
want  to  travel  with  much  larger  families,  which  they  normallj 
wouldn't  do.  Now  they're  taking  the  kids,  the  mother,  tha 
grandparents."  One  Northeastern  businessman  wanted  tJ 
treat  not  only  his  family  but  the  kids'  schoolteacher  to  a  95-day 

round-the-world  eye-popper. 

While  we  chatted  in  the  con- 
ference room,  Fischer's  daugh 
ter,  Stacy,  and  his  assistant,  Jan 
were  running  the  war  room 
engineering  hourly  changes  i 
this,  the  second  month  of  the 
man's  itinerary.  Every  time  there 
was  a  world  disruption — in  Iraq, 
Nairobi,  Bah — the  bookers  went  1 
into  crisis  mode.  For  Father' 
Day,  the  wife  decided  to  surprisi 
her  husband  with  an  elephant  in  Delhi,  which  meant  secretly 
transporting  the  beast  in  the  dead  of  night.  Headed  for 
Italy,  the  tutored  toddler  wanted  to  relive  her  favorite 
video,  in  which  Scooby-Doo  visits  the  Colosseum  in  Rome,  so 
Fischer  dug  up  a  dog  costume.  Then  the  pooch's  pelt  had  to 
be  altered  and  spots  painted.  "Now  we're  the  Scooby-Doo 
experts,"  says  Fischer. 

He  claims  to  have  never  let  down  a  client.  Connections  and 
perseverance  are  the  secret  to  his  success.  Critics  hint  he  gets 
what  he  wants  the  old-fashioned  way:  by  greasing  palms.  "They 
can  say  whatever  they  want,"  Fischer  says.  "We  do  whatever  it 
takes  to  make  our  clients  happy."  In  any  case,  he  has  lost  few 
friends  in  the  upscale  travel  business. 

"We  live  in  awe  of  him,"  confided  Vivian  Deuschl,  vice 
president  at  the  Ritz  Carlton  Hotel  Company.  "He's  a  very 
powerful  presence  in  the  industry." 

Apparently  his  prospective  clients  agree.The  last  time  we 
spoke,  Fischer  had  decided  to  raise  his  clients'  membership  fee 
from  $10,000  to  $20,000.  • 
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Hummer 

Visit  www.hummer.com 


Business  Services 


1.  Aston  Martin 

Aston  Martin  is  the  world's  most  exclusive  sports  car  company.  Since 
1914  it  has  created  motoring  legends  culminating  in  today's  DB7 
Vantage  and  V 12  Vanquish. 
Call  1-866-NA-  Aston  or  visit  www.astonmartin.com 
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The  Vanguard  Group 


Call  1800-523-1883  or  visit  www.vanguard.com 


Restaurants 


2.  Fleming's  Prime  Steakhouse  &  Wine  Bar 

Fleming's  Prime  Steakhouse  &  Wine  Bar  offers  the  best  in  steakhouse 
dining  —prime  steaks,  chops,  fresh  grilled  fish  and  chicken  —  with  a 
unique  and  notable  wine  list  featuring  100  fine  wines  by  the  glass. 
Visit  www.flemingssteakhouse.com 


Retail 


3.  General  Cigar 

Macanudo  and  Partagas  Cigars 
Visit  www.cigarworld.com 
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Roger  DuBuis 

rail  !  -570-970-8888  or  visit  www.rogerdubuis.com 
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Ratting  with  Robert  Sullivan    Sir  Alec's  Made-for-TV  Masterpiece  |  Satellite  Snooping  Made  Easy  1  A  Jazz  Band  That  Rocks  A 
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HIDEAWAYS,  by  Sonya  Faure; 
Flammarion;  $30 


^#J  Here's  a  picture  book  to  set  you  dreaming:  page  after 
page  of  handsomely  photographed,  off-the-grid  hide- 
aways, all  of  them  simple  and  sweetly  poetic  in  a  way 
SHuck  Finn  could  never  understand,  because  Huck  Finn 
wasn't  pursued  every  day  by  e-mail  and  cell  phones.  The 
personal  sanctuaries  range  from  a  floating  hut  in  Sweden 
with  an  undi  'ater  cabin  to  a  sexy  tree  house  with  a 
swinging  bridgt  d  all  of  them  appear  to  be  handmade 
and  charmingly  it  svicratic.  The  book  is  French,  which 
means  that  the  (translated)  accompanying  text  takes 
pains  to  quote  Serious  Thinkers  and  offer  Important  Reflections  on 
building  a  hut  in  your  backyard,  but  it's  easily  ignored  in  favor  of  the 
pure  escapist  delight  of  the  photos  themselves.— FITZ  VAUGHAN 


CONFESSIONS  OF  A  TAX  COLLECTOR,  by 
Richard  Yancey;  HarperCollins;  $25 


Before  signing  on  as  an  IRS  Revenue  Offic 
Richard  Yancey  hardly  seemed  the  type  to  badj 
and  bully  money  out  of  people.  In  the  decad 
since  graduating  college,  he'd  worked  as  a  type 
setter,  a  dramaturge  and  a  ranch  hand — and  ha 
even   admitted  in  his  interview  that  he'd  "not  grown  up  dreamin 
of  being  a  tax  collector."  But  the  year  was  1991,  and  Yancey, 
serially  unemployed  aspiring  writer,  quite  simply  needed  a  job. 
decade  later,  he  was  still  a  revenue  officer,  one  of  the  best.  He' 
levied  bank  accounts,  seized  forklifts  and  forced  the  liquidation  < 
a  jungle  gym.  "The  Service  had  awakened  something  dormar 
within  me,  something  that  had  always  been  there,  lacking  a  lai 
guage  to  give  it  voice..."  he  observes  a  year  after  leaving  the  IR 
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rite  full-time.  "The  Service  offered  people  like  us  the  one 
I  that  we  would  find  irresistible:  a  world  of  practically  limit- 
power,  nectar  of  the  gods  to  the  ineffectual  dreamer,  for 
n  life  was  not  a  pursuit  of  happiness,  but  a  struggle  for  recog- 
n  and  control."  On  the  downside,  most  people  considered 
e  in  his  profession  "below  proctologists"  and  often  responded 
is  visits  by  slamming  the  door  in  his  face.  If  initially  that  drove 
ey  from  aimlessness  into  myopic  isolation,  ultimately  he 
ars  to  have  broken  through  his  personal  paralysis — and  his 
idant  writer's  block — by  succeeding  in  the  one  occupation  in 
:h  absolutely  nobody  wishes  you  the  best.— JONATHON  KEATS 

PROGRESS  PARADOX, 
Sregg  Easterbrook;  Random  House;  $25 


I 

"  Paradox 


Consider  these  happy  facts  about  contemporary 

life  in  North  America  and  Western  Europe:  Our 

average  life  expectancy  went  from  41  to  77  years 

in  roughly  a  century.  Baby  boomers  have  twice  the 

purchasing  power  their  parents  had  in   1960. 

Traffic  deaths  and  smog  have  both  decreased. 

Child  poverty  is  down;  numbers  of  college  gradu- 

are  up.  Nearly  eight  out  of  ten  homes  are  air-conditioned. 

ure  time  is  more  abundant  than  ever,  and  air  travel  to  exotic 

es  is  affordable  for  nearly  everyone.  Food  is  so  much  more 

ndant,  and  safer,  today  in  the  West  that  for  the  first  time  in 

ory,  starvation  is  not  the  problem,  obesity  is.  Gregg  Easter- 

ok,  a  fellow  at  Washington's  Brookings  Institute,  piles  on  all 

s  of  good  news  in  the  first  half  of  this  well-argued  and  invalu- 

book  about  the  way  we  live  today.  The  second  half,  howev- 

deals  with  the  downside  of  the  good  life.  Many  of  us,  for 

mple,  now  have  so  many  options  that  we  suffer  from  "choice 

iety."  Others  are  fretful  that  good  times  can't  last,  or  are  just 

stressed  out  every  day  to  enjoy  these  modern  blessings. 

reover,  we  have  become  so  conditioned  to  progress  that  our 


expectations  for  science  and  innovation  have  become  unrea- 
sonable. One  reason  for  this  lingering  low-grade  depression, 
Easterbrook  argues,  is  that  many  of  us  never  actually  hear  about 
good  news  when  it  happens:  The  news  media  now  report  nearly 
everything  as  a  "crisis"  and  focus  on  bad  things  that  might 
happen  rather  than  good  things  that  already  have.  Complicit,  says 
the  author,  are  universities,  which  have  become  centers  for 
gloom  studies,  and  politicians  who  exaggerate  problems  in  order 
to  appear  their  sole  solution.  The  survivors  in  this  new  Darwinian 
equation,  Easterbrook  concludes,  will  be  those  with  the  strongest 
sense  of  gratitude,  forgiveness  and  optimism.  Money,  it  turns 
out,  doesn't  buy  happiness.— PATRICK  COOKE 

RATS,  by  Robert  Sullivan;  Bloomsbury;  $24 

Rattus  norvegicus  is  the  most  unpopular  kid  in 
school:  an  ugly  beast  with  repulsive  eating  habits 
and  no  sense  of  hygiene.  It's  also,  in  many  ways,  the 
sister  species  to  Homo  sapiens.  Wherever  people 
are,  notes  Sullivan,  the  brown  rat  soon  follows,  and 
like  humans,  they're  smart,  adaptable  creatures  with  prodigious 
rates  of  reproduction.  Sullivan,  a  New  Yorker  miter  who  likes  get- 
ting down  and  dirty  with  his  subjects,  spent  a  year  observing  rats 
in  a  single  lower  Manhattan  alley,  with  a  few  field  trips  to  the  outer 
boroughs  and  to  rat-extermination  seminars  in  the  Midwest.  His 
adventures  are  by  turns  amusing,  disgusting  and  a  little  scary.  On 
a  visit  to  Bushwick,  for  instance,  a  trapped  and  seemingly  normal 
rat  suddenly  becomes  Superrat:  It  refuses  to  be  sedated,  despite 
inhaling  enough  halothane  to  kill  a  cat.  Oh,  and  that  urban  legend 
about  the  woman  attacked  downtown  by  a  pack  of  rats  as  she 
walked  to  her  car?  It's  true.  But  he  also  throws  in  a  hefty  amount 
of  historical  information — on  the  rodent  "discovery"  of  America 
and,  in  rather  sickening  detail,  the  history  of  rat-fighting,  a  pastime 
that  didn't  end  until  urban  dwellers  found  another  sporting  event 
to  become  enamored  of:  baseball.— LORRAINE  CADEMARTORI 
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RAQUEL  WELCH 
COLLECTION;  Fox  Home 
Entertainment;  $50 


In  the  late  1960s,  Raquel  Welch's 

P    half-nude  likeness  was  the  bed- 
room decoration  of  choice  in  the 
adolescent-boy  set. 
Those  aspirational  young 
gents  may  be  grown 
up  now,  but  the  B-movie 
sex  goddess  is  back 
this  month  with  her  own 
commemorative  box 
of  DVDs.  The  jewel  of 
iquel's  oeuvre  is  One  Million  Years  B.C., 
th  its  gigantic  man-eating  sea  turtles, 
rexes  battling  triceratops  and,  most  earth- 
laking  of  all,  that  itsy-bitsy,  prehistoric 


animal  skin  bikini.  The  five-disc  set  also 
includes  a  dark  comedy  about  ambulance 
drivers  called  Mother,  Jugs  &  Speed, 
an  espionage  spoof  called  Fathom  and 
a  Dean  Martin  and  Jimmy  Stewart  western 
called  Bandolero!  It  should  be  noted  that 
few  of  these  films  could  be  described  as 
"good,"  at  least  not  in  the  classic  sense  of 
the  word.  But  when  the  Raquel-gazing  is 
so  prime,  who  cares?— THOMAS  JACKSON 

TINKER,  TAILOR,  SOLDIER,  SPY; 
Acorn  Media;  $70 


Before  taking  on  the  role  of  George  Smiley 
for  ttiis  1980  BBC  adaptation  of  John 
Le  Carre's  Tinker,  Tailor,  Soldier,  Spy,  Alec 
Guinness  had  never  acted  for  television. 
And  at  the  age  of  65,  he  feared  that,  as  Le 


Carre  says,  it  might 
"vulgarize  his  reputation." 
But  once  he  was  on  board, 
the  author  continues, 
"we  could  empty  the  National  Theatre  and 
the  Royal  Shakespeare  Company..."  Ian 
Richardson  joined  up,  as  did  Terence 
Rigby,  Ian  Bannen  and  Patrick  Stewart.  The 
product  of  all  that  talent  is  a  teledrama 
that  should  be  rated  alongside  the  best  spy 
thrillers  to  hit  the  big  screen.  In  it  we 
follow  Guinness's  Smiley  as  he  hunts  for  a 
Soviet  mole  in  the  highest  ranks  of  Le 
Carre's  fictional  intelligence  agency,  the 
Circus.  With  each  of  the  six  episodes,  Sir 
Alec  takes  us  deeper  into  a  morally  murky 
world  where  secrets  are  bought  and  sold 
like  cattle  futures  and  loyalty  to  one's 
country  is  a  mutable  concept.  The  most 
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striking  aspect  of  the  production  is  that 
aside  from  a  bit  of  gunplay  in  episode  one, 
the  series'  knuckle-whitening  tension  is 
driven  solely  by  excellent  dialogue 
delivered  by  exceptional  actors. 
No  explosions  required.— TJ 

THE  CHAPLIN  COLLECTION; 
Warner  Home  Video;  $99 

The  advent  of  DVDs  has  turned 


even  the  most  pedestrian  film  directors  into 
would-be  auteurs  who  subject  audiences 
to  their  "uncut"  versions  and  endless 

audio  commentary.  Every  so  often, 
though,  DVDs  provide  cineasts  with 
some  real  treats,  and  the  digitally 
remastered  The  Chaplin  Collection: 
Volume  2  is  chock-full  of  them. 
It  doesn't  hurt  that  the  movies 
themselves  are  rather  stunning, 
too.  City  Lights  is  the  collection's 


linchpin,  but  there's  also  A  Woman  of  Paris, 
A  King  in  New  York,  Monsieur  Verdoux, 
The  /f/t/and  The  Circus.  The  extras  include 
photo  galleries,  film  posters,  outtakes 
and  random  footage.  Also  featured  is  a 
delightful  short  film  made  in  1918  called 
"How  to  Make  Movies"  that,  in  typically 
Chaplinesque  fashion,  more  effectively 
conveys  the  joy  and  complexity  of  film- 
making in  ten  silent  minutes  than  all  of  hj 
talking-head  successors  have  since.— Li 


» 


BOB  DYLAN  LIVE  1964,  Concert  at 
Philharmonic  Hall;  Columbia/Legacy;  $22 

Here  is  the  high  honeymoon  of  Bob  Dylan's  career:  New 
York's  Philharmonic  Hall  on  Halloween  Day,  1964.  Still 
ahead  was  his  motorcycle  crack-up  and  his  silence  over 
the  Vietnam  War;  the  Newport  Folk  Festival 
where  he  so  notoriously  "went  electric"  would 
come  the  following  summer.  On  this  night  the 
scuffed-up  coffeehouse  troubadour  of  Green- 
wich Village  had  come  about  as  far  uptown  as 
a  performer  could  get — to  Lincoln  Center  and 
what  is  now  Avery  Fisher  Hall.  In  a  voice  that  seems  miraculous- 
ly young  and  clear,  Dylan  gives  his  audience  what  they  craved: 
unfiddled-with,  emotionally  rendered  versions  of  the  songs  they 
mostly  knew  by  heart.  (When  he  loses  his  place  on  the  sweet,  now- 
neglected  "I  Don't  Believe  You,"  he  says,  "Does  anybody  know  the 
first  verse  of  this  song?"  and  the  whole  concert  hall  seems  to  erupt 
with  the  answer.)  A  group  of  duets  with  Joan  Baez  are  themselves 
haunting  period  pieces.  They  were  the  Prince  and  Princess  then, 
a  folk  fairy-tale  love  story  from  what  Sean  Wilentz,  in  a  superb 
essay  included  in  the  boxed  set,  calls  "the  last  strains  of  a  self- 
aware  New  York  bohemia  before  bohemia  became. ..mass-market- 
ed." If  Dylan  was  to  some  extent  both  the  object  and  the  enabler 
of  that  mass-marketing,  he  was  also,  on  this  night  in  1964,  the 
last  of  his  kind:  the  hipster  hero  of  a  generation  still  clinging  to  its 
almost  unfathomable  innocence. — RICHARD  NALLEY 

RACHMANINOV  PIANO  CONCERTOS  NOS.  I  &  2, 

Krystian  Zimerman,  Boston  Symphony 

Orchestra,  Seiji  Ozawa;  Deutsche  Grammophon;  $17 

„^  When  it  comes  to  Rachmaninov's  four  piano 

■  Jt  —   concertos,  it's  hard  to  top  the  recordings  that 

^Ll  fe  I   Vladimir  Ashkenazy  and  Andre  Previn  have 

fl  done  together  over  the  years.  Once  you've 

v  heard  their  confident,  precise  performances,  it 

■l^k^BkV^MB*  scarcely  seems  possible  that  the  music  could 
be  played  in  any  other  way.  That  is,  until  you  hear  this  new  record- 
ing of  concertos  1  and  2  by  pianist  Krystian  Zimerman  and  con- 
ductor Seiji  rw^vva.  In  their  hands,  Rachmaninov's  work  takes 
on  a  violent  em  -I  inter  'ty  not  apparent  in  other  interpre- 
tations. While  A:  a^y  ^  to  let  the  music  sweep  him 
away,  Zimerman  en            't            fe  and  death  struggle — and  at 
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KEYHOLE  LT;  KEYHOLE;  $79 


The  first  thing  you'll  want  to  do  upon  installing 
Keyhole  LT  on  your  PC  is  to  case  out  your  own 
home.  Type  the  street  address  into  the  browser, 
and  this  "internet  3-D  earth  visualization"  program 
will  seamlessly  zoom  up  in  the  stratosphere, 
track  to  the  airspace  over  your  neighborhood, 
then  fall  precipitously  back  to  Earth  until  coming  to  a 
smooth  halt  directly  over  your  castle.  Or  a  high-resolution 
satellite  photo  of  it,  at  least.  But  Keyhole  is  more  than 
a  toy;  it's  a  powerful  research  tool  as  well.  Golfers  use  it 
to  check  out  courses,  aviators  to  inspect  airstrips, 
hikers  to  map  trails  and  tourists  to  determine  if  that 
time-share  they  booked  really  is  on  the  beach.  Keyhole 
is  especially  useful  for  real  estate  purposes.  Not  only 
will  it  find  a  particular  property,  it  will  also  point  out  the 
nearest  schools,  restaurants,  churches,  parks,  hospitals 
and  post  offices.  So  far,  Keyhole  has  about  290,000 
square  miles  of  the  earth  mapped  in  high  resolution. 
That  includes  New  York  City  (lower  Manhattan  is  pictured 
below),  Washington,  D.C.  and  Paris,  as  well  as  a  few 
less  familiar  spots  like  Bahrain  and  P'anmunjom,  North 
Korea.  All  of  that  data,  which  your  browser  accesses 
from  Keyhole's  server,  takes  up  about  12  million 
megabytes  of  disk  space.  It  would  take  9.6  petabytes 
(9.6  billion  megs)  to  map  the  entire  globe  in  high 
resolution.  They're  not  there  yet,  but  give  them  time.— TJ 
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:er  tempo.  He  attacks  the  keys  like  a  man  unhinged,  explod- 
hrough  arpeggios  one  moment,  beseeching  with  tender 
dies  the  next.  "Control,"  he  says  of  the  second  concerto,  "is 
hing  I  am  not  searching  for  in  this  piece."  At  the  moment, 
rman  has  no  plans  to  record  the  Rach's  remaining  two  con- 
s.  In  fact,  he's  a  bit  cowed  by  the  third.  "It's  so  laden  with 
ion  that  it  tears  me  to  pieces  every  time  I  hear  it."  he  says. 
:tually  perform  it  "could  almost  be  life-threatening..." — TJ 

GIVE,  The  Bad  Plus;  Columbia  Records;  $13 

It's  not  often  that  a  jazz  piano  trio  breaks  into 

the  mainstream  the  way  The  Bad  Plus  did  last 

year  with  its  album,  These  Are  the  Vistas.  The 

reviews  in  Rolling  Stone,  Esquire,  Newsweek 

Hsewhere  had  a  stunned  quality  to  them,  all  seeming  to  ask, 

can  it  be  jazz  if  it's  so  much  fun?  The  band's  latest  release, 

continues  to  beg  that  question  with  a  new  set  of  artistically 

nturous  compositions.   Unlike  many  instrumental  jazz  hot- 

>  out  there  today,  Ethan  Iverson,  Reid  Anderson  and  David 

seem  to  stress  group  performance  over  individual  virtuosity. 

piece  is  a  tightly  arranged  compromise  between  orches- 

d  jamming  and  hard-driving  improvisation.   No  ten-minute 

solos  here,  thank  you.  Most  of  the  tunes  are  originals,  sport- 

xldball  titles  like   "1979  Semi-finalist"  and  "And  Here  We 

Our  Powers  of  Observation."  Some  are  romantic,  yet  never 

y,  others  are  challenging  and  dissonant  without  sounding 

ruse.  And  like  any  respectable  jazz  band,  The  Bad  Plus  has  a 

classics  in  its  repertoire.  But  instead  of  pulling  out,  say, 


"Summertime,"  they  perform  stirring  renditions  of  Nirvana's 
"Smells  Like  Teen  Spirit"  and  Blondie's  "Heart  of  Glass."  Give 
concludes  with  an  arch  but  loving  rearrangement  of  Black 
Sabbath's  "Iron  Man. "It  don't  swing,  but  it  definitely  rocks.— TJ 

WHEELS  OF  FORTUNE,  The  Flatlanders;  New  West;  $18 

When  the  Flatlanders  released  their  debut 
album  more  than  30  years  ago,  it  made  an 
almost  invisible  ripple  in  the  huge  pond  of 
Nashville.  Not  deterred  by  Music  City's  indif- 
ference, the  band's  members — Joe  Ely,  Jimmie 
Dale  Gilmore  and  Butch  Hancock — went  on 
to  enjoy  solo  success  as  singer/songwriters  with  their  own  unique 
styles.  Which  brings  us  to  2002,  when  the  three  resurrected  the 
Flatlanders  and  released  Now  Again,  a  critical  and  commercial  suc- 
cess that  must  have  left  some  back  in  Nashville  wondering  why 
they  rejected  the  band  the  first  time  around.  Now  they're  back 
again  with  a  third  LP,  Wheels  of  Fortune.  As  we've  come  to  expect, 
its  songs  are  crafted  with  equal  amounts  of  passion,  wit  and  twang. 
"Midnight  Train"  is  a  bluesy  ballad  complete  with  a  wailing  slide 
guitar  that  sounds  like  a  screeching  train  engine,  while  "I'm  Gonna 
Strangle  You  Shorty"  is  a  cautionary  tale  about  one  man's  bad  luck 
with  the  fairer  sex.  Like  many  tragic  love  songs,  it  ends  with  a  well- 
aimed  frying  pan.  The  album  concludes  with  "See  the  Way,"  an 
acoustic  number  that  has  each  of  the  Flatlanders  taking  turns 
telling  a  more  somber  story  of  love.  It's  a  beautiful  song,  and  a  fit- 
ting end  to  this  chapter  of  the  band's  story,  with  hope  that 
their  wheels  long  keep  spinning.— RODNEY  HARGRAVE 


SHION  CREDITS     from  pages  70 -77 


H  FRANK  SIGNATURE 
LECTION:  Frank,  Los  Angeles, 
)  931-8258,  www.bethfrank.- 
;  and  DKNY,  New  York 

V1N  KLEIN:  Calvin  Klein, 
r  York  and  Dallas 

OUNA  HERRERA  Carolina 
rera.  New  York,  (212) 
-6552;  and  select  Saks  Fifth 
nue  stores 

)  YURMAN:  David  Yurman, 
York  and  Costa  Mesa, 
,  (888)  DYURMAN, 
w.davidyurman.com; 
select  Neiman  Marcus, 
omingdale's  and  Saks 
h  Avenue  stores 


GIORGIO  ARMANI:  select 
Giorgio  Armani  boutiques, 
www.giorgioarmani.com  ■ 

GUCCI:  select  Gucci  stores, 
(800)  234-8224,  www.gucci.com 

HERMES:  Hermes  stores,  (800) 
441-4488,  www.hermes.com 

JEWELFEVER:  JewelFever, 

Bellport,  NY,  (631)  286-8134, 
www.jewelfever.com 

LOLA:  select  Saks  Fifth  Avenue 
stores 

LOST  ART:  Lost  Art, 
New  York,  (212)  594-5450, 
www.lostartnyc.com 


MANOLO  BLAHNIK:  Manolo 
Blahnik,  New  York,  (212) 
582-3007,  and  select  Neiman 
Marcus  stores,  (800)  937-9146 

MICHAEL  KORS:  Michael  Kors, 
New  York,  (212)  452-4685; 
dress  also  at  Bergdorf 
Goodman,  New  York,  and 
select  Nordstrom  stores; 
shirt  also  at  Bergdorf  Goodman 
Men,  New  York,  and  select 
Saks  Fifth  Avenue  stores. 

MISSONI:  Missoni,  New  York, 
(212)  517-9339,  www.missoni.com 

NICOLE  FARHI:  Nicole  Farhi, 
New  York,  (212)  223-8811 


0  FARRELL  O'Farrell  Hats 
Direct  LLC,  (800)  895-7098, 
www.ofarrellhats.com 

RALPH  LAUREN  VINTAGE: 

Double  RL,  New  York  and 
Los  Angeles,  (888) 
475-7674,  www.Polo.com 

ROBERTO  CAVALLI:  Roberto 

Cavalli,  New  York,  (212)  755-7722 

ROD  KEENAN:  Rod  Keenan, 

New  York,  (212)  678-9275, 
www.rodkeenannewyork.com; 
and  Zedd  Fine  Art,  San 
Francisco,  (415)  255-9333 

TOMAS  MAIER:  Stanley 
Korshak,  Dallas,  (214)  871-3626 


THIS  STORY:  Forbes  FYI  photographed  at  Cibolo  Creek  Ranch,  (432)  229-3737.  www.cibolocreekranch.com,  a  30,000-acre  property  near 
Rio  Grande  with  guest  rooms  in  three  beautifully  restored  19th-century  forts.  It's  a  working  longhorn  operation,  not  a  dude  ranch-so 
ess  you  ask  to  ride  out  with  the  herd,  you're  more  likely  to  spend  the  day  lounging  in  a  hammock,  taking  a  dip  in  the  pool,  or  sightsee- 
on  horseback.  This  is  laid-back  luxury-no  room  service,  TVs  or  phones-and  meals  (unless  you  picnic)  are  communual  affaus^For  a 
hdy  more  citified  experience,  FYI  also  visited  the  Hotel  Paisano,  (866)  729-3669,  www.hotelpaisano.com  in  nearby  Marfa.  Complete 
h  a  shrine  to  the  movie  Grant  (filmed  nearby  in  1955),  it's  a  charming  monument  to  a  time  when  travel  was  glamorous. 7^«  Text 
■rmous  parlor,  order  a  drink,  and  imagine  the  comings  and  goings  of  men  in  tuxedos  and  women  in  gowns-deep  in  the  heart  of  Texas. 
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Our  SECRET!  Insider's  Guide 

to  the  CRUMMIEST  towns 
in  which  to  LIVE!  WORK!  PLAY!    ! 


1)  Orange  Pits,  Florida.  Owing  to  stringent  endangered  species 
laws,  alligators  have  now  devoured  more  than  half  the  popula- 
tion of  this  quiet  central  Florida  town.  The  most  recent  victim 
was  a  40-year-old  father  of  three,  who  was  dragged  from 
a  second-floor  commode  sometime  after  breakfast  Saturday 
morning.  Police  say  they  were  legally  bound  to  stand  aside 
while  the  man  was  pulled  through  downtown  Orange  Pits  to  a 
country-club  golf  pond  some  two  miles  from  his  home. 

2)  Woodbooger,  Vermont.  U.S.  Census  figures  show  that  this 
village  of  26,000  is  home  to  some  7,000  weavers,  8,000  potters 
and  3,000  T-shirt  makers.  The  balance  of  the  population  con- 
sists of  "filmmakers."  There  is  a  Phish  store,  but  no  supermar- 
ket. Attractions  include  a  20,000-seat  Hacky  Sack  stadium,  the 
nation's  tallest  National  Public  Radio  antenna  and  a  33-acre- 
wide,  hand-sewn  IMPEACH  BUSH  quilt  that  can  be  seen  clearly 
from  the  Internationa]  Space  Station. 

3)  Mt.  Fungi,  Washington.  Attractions  include  the  Museum  of 
Rain,  the  National  Aois\  ite  and  the  Center  for 
Advanced  Dampnes  of  a  FEMA  pilot  pro- 
gram, the  Mt.  Fungi  li  week  installed  car 
wash-strength  blow-dry  >Cal  elementary 
schools.  Several  children  1 

4)  Thumperville,  South  Carolina.  1  .  ere    I  1  ,ionel  1  logg, 

the  man  who  put  the  "Dude"  in  Deu.    onon    ,  and  pastor  of 
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Thumperville's  agony-based  Church  of  Divine  Regret,  has  I 
instructed  that  parishioners  spend  the  next  40  days  and  4c  | 
nights  on  their  knees.  Public  water  fountains  and  gas  pumps  are 
being  lowered,  as  are  the  shopping  carts  at  the  Piggly  Wiggly. 

5)  Lake  Wobegon,  Minnesota.  Hey,  enough  already. 

6)  Impassable,  Idaho.  This  once-bustling  mountain  hamlet  saw 
a  steady  rise  in  tourism  until  1991,  when  scientists  debunked  the 
long-standing  local  legend  of  Bigfoot.  Subsequent  efforts  have 
been  made  to  reposition  Impassable  as  first,  a  fitness  destina-  | 
tion  ("The  Abdominal  Showman");  a  paintball  mecca  ("Yetj  ffl 
Action");  and  finally,  a  religious  retreat  ("Sasquatch  and  Ashes"). 
So  far,  however,  all  measures  have  been  unavailing. 

7)  St.  Beelzebub,  U.S.  Virgin  Islands.  Twenty-four  miles  long 
and  seven  and  a  half  inches  across  at  its  widest  point,  "St.  Bubs 
offers  breathtaking  sea  vistas  but  little  in  the  way  of  parking  01 
good  Italian  restaurants.  (Occasionally  used  by  the  U.S.  Nav) 
for  nighttime  artillery  practice.) 

8)  Area  52,  Nevada.  And  you  thought  Area  51  was  weird!  The 
black  helicopters  recently  picked  up  Judge  Crater  on  then 
night-vision  equipment  rollerblading  Interstate  15  wearing 
nothing  but  the  Shroud  of  Turin.  Original  flatware  from  the 
Lusitania  has  turned  up  at  the  local  Denny's,  and  let's  not  even 
talk  about  the  plague  of  frogs.  This  is  no  place  to  raise  kids.' 
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